Go  ogle 


This  is  a  digital  copy  of  a  book  that  was  preserved  for  generations  on  Hbrary  shelves  before  it  was  carefully  scanned  by  Google  as  part  of  a  project 
to  make  the  world's  books  discoverable  online. 

It  has  survived  long  enough  for  the  copyright  to  expire  and  the  book  to  enter  the  public  domain.  A  public  domain  book  is  one  that  was  never  subject 
to  copyright  or  whose  legal  copyright  tenn  has  expired.  Whether  a  book  is  in  the  public  domain  may  vary  country  to  country.  Public  domain  books 
are  our  gateways  to  the  past,  representing  a  wealth  of  history,  culture  and  knowledge  that's  often  difficult  to  discover. 

Marks,  notations  and  other  marginalia  present  in  the  original  volume  will  appear  in  this  file  -  a  reminder  of  this  book's  long  journey  from  the 
publisher  to  a  library  and  finally  to  you. 

Usage  guidelines 

Google  is  proud  to  partner  with  libraries  to  digitize  public  domain  materials  and  make  them  widely  accessible.  Public  domain  books  belong  to  the 
public  and  we  are  merely  their  custodians.  Nevertheless,  this  work  is  expensive,  so  in  order  to  keep  providing  this  resource,  we  have  taken  steps  to 
prevent  abuse  by  commercial  parties,  including  placing  technical  restrictions  on  automated  querying. 

We  also  ask  that  you: 

+  Make  non-commercial  use  of  The  files  We  designed  Google  Book  Search  for  use  by  individuals,  and  we  request  that  you  use  these  files  for 
personal,  non-commercial  purposes. 

+  Refrain  from  automated  querying  Do  not  send  automated  queries  of  any  sort  to  Google's  system:  If  you  are  conducting  research  on  machine 
translation,  optical  character  recognition  or  other  areas  where  access  to  a  large  amount  of  text  is  helpful,  please  contact  us.  We  encourage  the 
use  of  public  domain  materials  for  these  purposes  and  may  be  able  to  help. 

+  Maintain  attribution  The  Google  "watermark"  you  see  on  each  file  is  essential  for  informing  people  about  this  project  and  helping  them  find 
additional  materials  thi'ough  Google  Book  Search.  Please  do  not  remove  it. 

+  Keep  it  legal  Whatever  your  use,  remember  that  you  are  responsible  for  ensuring  that  what  you  are  doing  is  legal.  Do  not  assume  that  just 
because  we  believe  a  book  is  in  the  public  domain  for  users  in  the  United  States,  that  the  work  is  also  in  the  public  domain  for  users  in  other 
countries.  Whether  a  book  is  still  in  copyright  varies  from  country  to  country,  and  we  can't  offer  guidance  on  whether  any  specific  use  of 
any  specific  book  is  allowed.  Please  do  not  assume  that  a  book's  appearance  in  Google  Book  Search  means  it  can  be  used  in  any  manner 
anywhere  in  the  world.  Copyright  infringement  liability  can  be  quite  severe. 

About  Google  Book  Search 


Google's  mission  is  to  organize  the  world's  information  and  to  make  it  universally  accessible  and  useful.  Google  Book  Search  helps  readers 
discover  the  world's  books  while  helping  authors  and  publishers  reach  new  audiences.  You  can  search  through  the  full  text  of  this  book  on  the  web 

at  http : / /books ■ google ■ com/ 


HARVARD  UWUBfiAflV: 

j  D  g  t  zed  by  Google 


zed  by  Google 


Digitized  by 


Google 


Supplement  io  The  Aeeoantant,  December  29,  1906. 

The  Accountant 

THE    RECOGNISED  WEEKLY  ORQAN  OF  CHARTERED  ACCOUNTANTS 

AND 

AOOOUNTANOY  T  HROUQ  HOUT  .THE  WORLD. 


GENERAL  INDEX. 


VOLUME  XXXV.    [New  Series.] -rJULY  to  DECEMBBE  1906, 


Hf 

LONDON:  S^ol 
GEE  &  CO.,  THE  ACCOUNTANT  OFFICE,  Al^ 

84  MOOBGATE  STBEET,  E.G. 

  Digitized  by  Google 

Decbmbhb  1906. 


December  2%  igo6. 


NOV  2  4  1942 


Digitized  by  Google 


INDEX   TO   THE  ACCOUNTANT 


FROM  JUXiY  TO  DBCBMBBR  1906. 

VOL.    XXXV.    [NEW  SERIES.] 

NOTE.— To  fadlitate  refflieiioe  to  thia  Volame,  muiy  of  the  page  nomben  h&ve  italio  l«tten  added,  Indioatlng 

a  Leading  Acttble         I         I   . .    . .   Leoturee,  Addreeiee,  Delwtei,  fte. 

e   Corroppondenoe  |         n  ..    ^.   Weekly Kotei 

a  pTofesBion  In  Scotland. 

Where  no  italic  letter  is  given  the  nutter  wUl  nsaally  be  an  exttaot  fnmi  a  oontempozuy,  m  will  be  edf^eivlanatoty. 

Where  neoeBBAry,  Leotnree,  Bspnis,  ftc,  have  been  an^vwd  for  indeziiig  pnrpoeee,  as  In  many  hutanoea  the 

headings  themsfllTes  are  incomplete  goidM  to  the  subjects  contained  In  them. 


PAGE 

AberdMn  Sodety  of  Aooonntanti      . .  144a  453s 

Aooonntanqy  in  ttie  States  ..  8T8n 
„  „     Transvaal  906a 

„         Fraottce,  Basis  of  Parchase  of         234c  29Sn 
„         Profession,  The  Position  and  Progress 

of  the         ..  ..  ..  4181 

The  Field  of  ..  ..  ..  348 

Aoconntant,  What  is  an     , .  . .  9n 

Aocoontants  Adverting    , .  . .  . .  8m  IdOti 

„  Associattons  of,  and  Professinud 

Intereste   ..  ..  .,  6a 

„  Legislation  for  . .  . .  4161 

.,       „  in  New  Zealand     ..17Sa  187 
„  Oatside  Bodies  of  '       406n  6i7a  666c  7S9n  , 

Acoonntant's  Vade  Meoam,  An  . .  . .      324»  ' 

Acoonntante'  OerUficates  as  to  Profits         689a  6S3e  G(>9n 

700c  768o 

„  IMstinctive  Initials         . ,  . .  6il9n 

„         Kzami nation  Snbjeots   , ,  . .  S48a 

„         Examinations  In  Beotland  . ,  ITOu 

„  Lien  on  Books  ..      604c  628n  79Se 

„         Hagasine  and  Leotorea  to  English 

Societies     ..  ..  ..  702c 

„         Beports  to  the  War  Stores  Commis- 

sloD,  The  290a 
Tonting  . .  263n  687c  661n  700c  738c 
„         Volunteer  Company      ..  ..  762« 

Aecoonta — 

Boston  Consolidated  Gas  Company  060  i 

Bnildhig  SooietieB'      ..  ..  798c 

C^tal  ..  ..  2981 

„      Partners'       ..  ..      fi77«  694a  6S6c 

Conq^y,  Fonn  of      . .  604c  530a 

Departmental  . .  . .  698c  729n  i 

Electrical  Undertakings*  601n  B98n  \ 

Exeontorsbip  ..  ..  6d8o  780c  , 

Faotory      ..  ..  606  646  676  746 

Form  in  ..  ,,  ..  87811 

Gkeater  New  York  Corporation    ..  OSSc  669»  I 

Hospital  ..  760k  I 

Jolnfc  Stock  Company's,  Audit  of  . .  . .  3871 

Looal  Authorities'    10c  301a  338a  263c  S27c  766a  778  i 
„  The  Critioism  of  . .      69aa  | 

Uimiolpal      lOOn  139fi  ISSo  195  406o  64S  67Te  6g6»  i 
600»  684n  6a4»  699»  696e  j 
Neweastle-npon-Tyne  ..  ,,  847»  j 

Seed  Crushers*  ..  318c 

Shoreditch  Borough  , .  497n 

SoUdtors'   . .  . .  7S3a  786a 

Tramway  and  Street  Improrements  . .  fiOStt 

Trust,  Treatment  of  Goii  Boyalties  in         . .  180c 
WneMerofaanU'  40ec 
Aetuuies,  The  Institute  of  ..  680k 
Aetmaiy  in  Bootiaad,  The  ..  6181 


FACE 

Adavu,  E.  A.       Looal  Antborlfclei'  Aeooonte  lOe 
Administration  of  hhe  Estates  of  Deoaasod  Persons  7981 
Advertisement,  A  Carious  ..  ..  696n 

Advertising  Aooonntanti    ..  ..  ..  9n  790ft 

Age  and  Work   ..  ..  ..  ..  179c 

Alston  and  othgra  v.  Mineard  discussed  . .  791n 

America,  Accountancy  in  . .  . .  878f» 

American  Bankers  and  Finaadal  Trust  Companies  603» 
„      Engineers         ..  ..  ..  lS9n 

„       Finance,  Faotors  In  . .  . .  600n 

„      Insurance  Companies  and  Inoome-tax . .  280 
„      Railway  Fares   ..  ..  460n 

„  „       Bebates..  S68» 

„      System  of  Official  Inspection  of  Life 

Inmranoe  Oompaolea,  The  . .  149a 

„      Systems  of  Finanoe  . .  . .  716 

„      Trust  Companies  and  OfScial  Examina- 
tions ..  ..  ..  636n 

Anderson,  T.  Eerr.  LL.P.— Ooodwill  In  Aooounts  694c 

7880 

Annuities         ..  ..  ..  688fl 

„       and  Sinking  Funds  ..  ..  6780 

Apportionment  .,  ..  ..  39o  69c  lfl3e 

Army  Offioers  and  Buuness  Training  . .  . .  768» 

Amott,  James,  A  Co.*s  SeguMfration,  In,  Dredge  4 
iPCombie  v.  Forrest       ..  ..  ..  388s 

Artioled  Clerks,  The  Fntoze  of  . .  . .  11c 

Articles,  Suspension  of      . .  . .      688c  660n  700b 

„      Termination  of,  and  Service  vrith  Incor- 
porated Aocountants  prior  to  Final 
Examination  608» 
Atkley,  Ptrey,  Jr.A.— Loeal  Authorities  and  their 
Work  ..  ..  ..  3691 

Assessments  for  Bating  Purposes       . .  . .  131n 

Associated  Chambers  of  Commerce,  The  833n  457a 

Association  of  Hunioipal  Corpovations  . .  600n 

Assurance,  The  Pn^ess  of..  *.  198 

Attomey-QeMral  v.  London  S  India  Docks  Co. 
discussed       ..  ..  ..  177n 

Auokland  Aooonntant  Students'  Sooiety  . .  8871 

Auctioneers*  Institute       ..  ..  8Sen 

Audit  Fees  of  Brewery  Companies       . .  386c  826n 

„    of  a  Joint  Stock  Company's  AooouDts        . .  3872 
„     „  Aooounts  of  Electiioal  Undertaking      ..  601n 
„     „  Building  Societies'  Aooounts  . .  . .  79Sc 

„     „  Foreign  Banking  Aooounts    . .  . .  878n 

„     „  Looaf  Authorities'  Aoconnta  . .  .  .755a  778 

„     .,  Munioipal  Aeooonta       lOOn  199n  182c  196  600k 

639n 

Auditors  and  Dual  Appointments       . .  .  •  790n 

Elective,  and  their  remuneration         . .  988c 
„      Official,  and  Limited  Certificates  188e  394n 

Auditors'  Certificates,  Fnhlioation  of      ^  -  687» 

„       BfaigIft*Shtp  Canpanles     ..^  660» 
„       Dutiaa,  The  Boopa  of  ..  ..  la  66n 


INDEX  TO  THE  ACCOUNTANT. 


Vol.  XXXV. 


a  BfRnifiea  Leading  Artiol« ;  c  Correapondenoe ;  I  Leotares ;  n  Weekly  Notes ;  i  Boottiab  Notes. 


Auditors'  Dnty  and  BeBponaibility  with  regard  to 

Stook-in-Trade  in  a  Balance  Sheet   . .  7061 
„       Lien  on  Books  and  Documents     604c  628n  792e 
Audits,  Monioipal,  and  Offioialtsm  eSSc  567a 

„      Official  ..  ..  ..  176n 

„      Orientals  and        . .  . .  . .  676c 

„      under    the  Indostrial    and  Frorident 

Soeieties  Act     . .  . .  . .  T60» 

„      Vouehing  in  the  Condnot  of    . .  . .  88a 


Bdb1)ag$,  Hetirj/  P.— Elective  Auditors  and  their 
Bemoneration 


283c 


„      ]l£<yor-aeneral  H.  P.— The  Bitter  Cry  of 

the  Ratepayers  . .  . .  548  686c 

Bawbridge,  J.  P.,  Junr. — Depreciation  and  an 

Auditor's  Responsibility  in  connection  therewith  8941 
Balance  Sheet  of  a  Commerelal  Concern,  How  to 

read  a    ..        6111  675c  620a  TOln  799 
,,        „    What  la  a..  ..  673n 

Ball,  B.  D:  O.— Ooodttlll  in  Aooonnta. .  666e  786c 

Bank.  A  Dav  and  Night     ..  ,.  ..  38a» 

„    Dividends  and  Reserrea      '    . .  . .  849n 

„     Failure  of  a  City      . .  . .  600n  598n 

„     Inspection,  Goyeroinent  ..  ..  761n 

„     Managers  and  disoloeure   of   position  ol 

Castomers' Accounts  ..  211n  2S2n 

„     Note,  The  Life  of  a  . .  . .  231n  S76n 

„     Notea,  Peifotating    , .  . .  . .  66n 

„    of  England  Bank  Reserve,  Bank  Rate,  and 

Foreign  Exchangee  . .  2361 

M  .>       Stock    ..  ..  .,  G5n 

„    Orerdrafts,  Municipal  Corporations  and    ..  858 


Rate 


28  812  325n  453  468n  600n  524 


„     Shareholders  Fifty  Years  Ago   . .  . ,  27 

Banker,  Payment  by,   of  fraudulently  altered 

Ohequae  ..  ..309 

Bankers  and  Bonowera  . ,  499>t  642c 

„        „  Cheques        ..  ..     ,       ..  210n 

Credit  ..  ..  ,.  171n 

,,        ,,  Prize  Essays  , .  , .  . .  212n 

Banking  Acoonnts,  Foreign,  The  Audit  of  . .  378n 

„      Profits  ,.  ..  ..  130» 

.,      Reserves  ..  ..  .,  661n 

Bankmptoy  Aot,  1889,  Seotion  108  (6) . .  . .  S94n 

„  .,  2Srd  Oeneral  Annual  Bep(»rt 

by  Board  of  Tmde      479  60S  682a 

Bankmptoy — 

Act  of,  Effect  of  Notice  of  an       . .  626n  665c 

>.    t.     M     upon  Tltleof  an    ..  ..  221 

Acts  of,  and  Protected  Transactions  . .  280» 

After-Acqnired  Property  , .       602»  781ft  761 

Bankrupt,  The  Salary  of  a  . .  . ,  608c 

„         „    Subsequent  Earning  of  a     ..  665d 
Banfa^upts  and  Contempt  of  Court  . .  162n 

788a 


Book  Debts  and 
Deeds  of  Assignmoit 


Discharge  Snspenaions 
East  of  Scotland  Assodatlon 
Fraudulent . . 
InsufBoient  Oa^tal  and 
Law  Amendment ' 

in  Ireland 


766c 

and  Exeontton  Craditoxs  102c  156c 
179c  218c 

Creditors*  Assent  to  . .  766c 
Payments  to  Tmsteea  of  196 
Tmsteea  under,  and  the 
Collection  of  Debts  ..  177n 
658n 
618f 
691n 
404m 
897a 
9» 


PAGE 

Bankmptoy — eontiniud. 

Law  Amendment  Mcmorandam  of  Evidence 
submitted  by  the  Birmingham  Chamber 
of  Commerce   . .  . .  . .  183 

„   Committee         ..  ..  678» 

.,   Points  in  88c  ege  ISlo  S94ii  6&8n 

Official  Beoeivezs  and  Seonied  Creditors      , .  265a 
Proofs  of  Debt  in        . .  . .  . .  692n 

Reform      ..  ..  ..  4801  7828 

„     inScotland     ,.  ,,  ..  2Ss 

Salary  or  Wages         ..  ..  .-.  687 

Statistios     . .  . .  . .  640c  674n 

Telephone  Rent  in  Compositions  . .  . .  682c 

Trustees  nnder  Deeds  of  Asdgnment  and  the 
Colleotion  of  Debts  ..  ..  177n 

Undischarged  Bankrapts  and  the  Law  Society  34en 
Banks  and  Banking  in  Constantinople..  399n 
„      ,,  Dividend  Delays  ..  ..  99ai» 

,,     Municipal  ..  699» 

Barton,  J.  S.— The  Bank  of  England,  the  Bank 

Reserve,  the  Bank  Rate,  and  Foreign  EzohaDges  2361 
Bates,  re,  diaouseed  . .  . .  &90a 

BtitneU,  re,  disouased       . .  . .  69Sn 

Bills  of  Exchange  Bill       ..  ..  88tt 

„      (Grossed Cheques)  Aot,  1906  ..S38n889 
Bird,  Cprii  J".— Prize  Essay  ..  „  70SI 

Bimdngham  Chamber  of  Conunerce  —  Memo- 
randum of  Evidence  to  be  sab- 
mittbd  to  the  Bankmptoy  Law 
Amendment  Committee  . .  182 

„  Small  Aima  Co.,  Llm.    9»  39a  63a  96a  99n 

ISla  401a  465c 

„         Uttlveralty    . .  . .  . .  87n 

,,  „         and  Higher  Commeroial 

Education  . .  273 

Bland,  C.  f Poor  Rate  AssesBment . .  . .  SSlc 

Board  of  Trade  Returns  and  Claasiflcation  . .  4S9n 

„   „  Trade'823rdQeneralAnnualReportunder 

Seetion  181  ol  the  Bankmptoy 
Aot.  1883  ..   -479  605  683a 

16th    General   Annual  Report 
under  Section  29  of  the  Com- 
■panies   (Winding-up)  Act, 
1890  ..  ..  184  169  841a  869a 

Bond  Investment  Companies  Bill  ..  692» 

Bondholders,  Rights  of      ..  ..  ..  2Sls 

Bookkeepers,  He^f ul  Hints  for         . .  . .  250 

Bookkeeping  for  Electric  Power  Companiee       . .  635n 
Question,  A    ..  ..       2686  a07e  324» 

Boston  Consolidated  Gas  Company's  AoeovntB     .  .560  666c 
Bradford,   F.    7.— Priorities   in  Winding-up— 
Dabentaie-holders  and  Apprentices  . .  . .  235c: 

Brear,  Chas.  H.,  A.8.A.A.,—Qamt  Points  in  the 
Laying  of  Rates  ..  ..  171 

BremzT  Audit  Fees         . .  8B5e  82Sn 

Bristol  Chartered  Aoeountants  Students'  Sooie^^ 

Report  and  Aooounta      . .  . .  43 

SyDabus        ..  ..  ..  476 

,,     Ratepayers' Protection  Association,  The  ..  462n 
Society  of  Chartered  Aooonntants  ..  605 

British  Weights  and  Measures  Association         . .  460n 
Brown,  A.  Herbert,  O.A.—Tht  Use  of  Peroentagea  86S< 
Brown,  John — Reserve  Fond  Account  or  Reserve 
Account         ..    ■  ■       ,.  ..  . .  643e 

Bryaon  v.  St*9enaon  and  others  . .  . .  683* 

BoUding  Sodetias'  Aooounta,  Audit  of . .  . .  793e 

By-Prodnota     ..   309i»  363 

Calonlating  Dlsoa 

Ga]Htal  Aoconnts  uigitized  by 

,,  '    „  Pactners'.. 
Cacdifi  Bo^ongh  TnMuterahip  . 


577^^94a  686e 
68}> 


Vol.  XXXV. 


INDEX  TO  THE  ACCOUNTANT. 


5 


a  adgnifles  Leading  Arttole ;  c  Cormpondenoe ;  I  Leotoies ;  n  Weekly  Notes ;  a  SoottlBh  Notes. 


PAGE 


dls- 


176n 
103c 


Cardiff  .  Workam^t  Cottage  OiniqNmv's 

oasMd  ..  .  .. 

Carter,  Eric  Jf.— Secret  itesems 
Carter,  Roger  N.,  F.C.A.— 

Notas  OD  the  B«pott  of  the  Select  Ounmlttee 

on  Income  !riz       ..  ..  736 

Some  Notes  on  Inoooie  Tax  . .  5811 

Cash  Baserres  . .  SSSn 
Cecil,  Ccor^e— StookbrokiDg  in  India  279  297  837  381<r 
Central  Assooiation  of  Acconntants,  Lim.  162n  362c 

Certifloates  as  to  Profits  . .  &S6a  68Se  66e»  700o  7&8a 
Chambers  of  Commeroe  Congcasa  . .  9n 
CAarfas,  Lim.,  re,  diseuised  ..  761n 

Charteied  Acoouutants  and  Professional  Bsorecy..  347n 


Ooloaial 

Aoooantanta'  Benevolent  Assooiation 


377n 
981c  708 
789  771 
. .  676c  771 
17  41  411 
616 

..690m  714 
468n  573n 


Oolf  Gktb 
„        Hasonio  Lodge 
„  .      Praytt^nion  .. 
Insiitate  oi  Diiaotois 
„  Seeretariei 
„      „       .,        and  Liquidator- 
ships  ..  7C2n 
Chaae    Co..  ifanwy— BMton  Consolidated  Gas  Co.  666c 
Cheek  Figure  System,  The       37n  70c  lOOn  lOflc  167  326c 
361c  379c  410c  466c  495a  63gc 
Cheque,  Voaofaer              ..  ..  S48 

Cheques,  The  Crossing  of    . .  . .  . .  731n 

Coal  Boyalties,  Treatment  (tf,  in  Tznst  Aooouits  181c  324n 
CoUmial£aHk  of  AtulraUa  v.  Marahall  disonsaad  210rt 
Colonial  Stock  Act,  1900    ...  . .  . .  729n 

Combines  and  Competition  . .  . .  . .  S21n 

Commercial   Education   and   the  Birmingham 

UniverBity  . .  . .  . .  273 

„  Statistics  ..  ..  628a 

Companies  Acta,  FuialUes  under  . .  501» 

„       DisfraDOhisement  of        . .  . .  700c 

„        Foreign,  in  Fiance  ..  ..  176n 

„        In  Liquidation,  Aotioni  ^pdnst        . .  267a 
Joint  Stock      ..  ..  ..  4701 

„        Mining  Cost  Book  . .  . .  65n 

Doe-Man         ..  ..  ..  729n 

Winding-up,  16th   Oaneral  Amiual 
Bworttnr  the  Board  of  Trade       ..  184  169 

841a  869a 

Company — 

Aocoont,  A  Question  of . .  . .  676c 

Aeooonts,  Form  of      . .  604c  580a  689c  7a9n 

-  „       In  Conversion  of  Private  Firm  into 

Company..  ..  ..6671  80»2 

Allotment  Letters       ..  296c 
„      The  IdaUlity  of  Diraoton  pioeaad- 
ingto 

Andit  of  Acooimts  of  a  Joint  Stock 

„    „  First  Balance  Sheet  of  a  Company 
formed  to  Acquire  a  Going  Business 

Auditors  and  Dual  Appointments  . . 

Auditor's  Duties,  Scope  of  an 
,,  Report 

Auditors'  Certificates  and  Reports 

Anfitorship,  Vacant 

Audits,  Touching  in  the  Conduct  of 

BahAioe  Sheets— Chaigea  on  AsaatB 

Bill,    Alteration   of,    on    BeglBtratiott  of 
Company  . . 

Branches,  Secrst 

Capital  Expenditure  and  Discounts  69c  lOOn  102c  154c 
„     Interest  ou,  during  Oonstruotion      ..  657n 

Chartered    Aooonntauts    and  Professioual 
SeoraoT  ••  817n 


69011 

3871 

808 
790» 
677c 
386c 
574n  630» 
7Se  lOln 
88a 
Gla 


209n 
348n 


PAGE 

Company — eontinusd. 

Oompulsoiy  Winding-np  Orders,  Debentare- 
holders  and  . .  . .  484 

Conversion  of  a  Private  Firm  Into  a  .  .6671  8081 

Cumulative  Preference  Shares      . .       326c  881c  408» 
Debenture  holders  and  Apprentices        235c  298n  464c 

579c  602c  693c 
„  „      „   Compnlscty  Winding- 

up  Orders  ..484  538c 

„  „   Execution  Creditors  . .  762n. 

Debentures  and  Beglsferatlon       . .  176» 
„       Priority      ..  ..  ..  792c 

„       Beissneof  ..  499n  601n 

„       Unregistered  and  Unseemad  Oieditors  liOa 
Diraotor's  Qalifteation  . .  683c  669» 

Directors  and  Allotneats  .  . .  790» 

„  „  Profeasionai  Charges  sa3n 
„        „   the  Issue  of.  Proxies  ..  667n 

„      Fiduciary  Position  of    . .  10m  668n 

The  Liability  Cf  ..  227a 

„      V.  Auditors    . .  598»  683c  666c 

Dissectient  Sliareholders,  Form  of  Notice  by . .  53Sn 
DonUe-Aeoonnt  System  and  Dapnoiatitm    . .  791n 
„  „     Loan  Bedemption  and   -  380c 

Dual  Appointments  133c 
Fifty  Years  of  Joint  Stock  Enterprise  . .  100» 

Floating  Charges  and  Equitable  Mortgages    667«  6g9c 

730»  767c 

Forged  Share  Certificates  99n  a84e  863n  326n 

„     Transfers  ..        99n  S84e  S62n 

Holding  Companies  and  Daprecdation  5S7n  679c 

Indian— Balance  Sheets— ChaigeB  on  Assets  ..  61a 
Interest  on  Capital  during  Construction       . .  671» 
Joint  Stoek  Onriosities  . .  . .  . .  232n 

Law  Amendment        . .  . .  395c 

„  „         Report  of  Committee  45  81  106  145a 

169a  904a  2a6a  368a 
„    French  ..  ..  ..  213n 

„  iuAriiona  ..  ..  465c  &OSn 

„  Reform  and  Stoek  Exchange  Abases      396c  819a 
Liquidation  . .  . .  . .  168c  824n 

in  1905      ..  .,       ...  151n 

Voluntarr  ..  ..  ..  18c  S7n 

Liquidations  and  Judicature  Act,  1875,  Sec.  10  635c 
Loan  Capital  . .  . .  . .  177n 

Losses  made  pr^  to  Inoorpoxation,  Treatment 
of  ..  ..  ..  13«  73e  98a 

Parliamentary— Capital  Account  . .  15Tc  398n 

Power  to  Mortgage  Property  vithont  consent  of 
Debenture-holders    . .  . .  . .  178n 

Practice,  Points  in      . .  . .  409c  463ii 

Priorities  of  Debentures  and  Garnished  Debts  779 
Profits  and  Prospectuses  . .  . .  310n 

Register  of  Mor^ages  . ."  . .  603c  627n 

Registers,  New  . .  '  . .  lOn 

Registration  Statistics  . ."  . .  . .  210n 

Secret  Reserves  . .  . .  ..  838  681 

Secretaries  and  Liquidations        ..  . .  697n 

Secretary  and  Auditor  . .  . .  . .  462n 

Share  Transfers  and  Firm  Names  . .  460» 

Shareholders  and  Auditors         . .      601n  664c  7S0h 
Shares,  Purohalae  of  its  own        . .  , .  877» 

Table  A  (Revised)         107  138»  Slln  871a  408a  6gOn 
Water,  Sale  of.  to  Local  Authority  . .  72c 

Winding-up . .  . .  . .  . .  ISOn 

„         Business   ..  ..  697n 

„        Priorities— Debenture-Holders  and 

Apprentices  . .  236c  293n 

„         Procedure . ,  . .  . .  761n 

Companution  under  the  Lloeosiog  Act.  1904     ^BSUl  671n 

6780  604^^c  664c 


6 


INDEX  TO  THE  AOGOUNTANT. 


Vol.  XXXY. 


a  lignites  Leftdlog  Artiolo ;  c  Oorzaspondenoa ;  I  Lootnies ;  n  Weekly  Notes;  i  Soottish  Notes. 


PAGE 

CoDBoli  and  tU  Fort  OffioeBa^Bgi  Bank    V79n  eS6e  666e 

The  Fall  In          ..           ..            ..  124a 

Transfer  of           ..            ..           ..  323s 

CcKoperatiTo  Sooietiee  and  Ineome>tax. .            . .  407n 

Corporate  Ezeootora  and  Truateea      ..             ..  630h 

Corporation  Bills              . .            , .             . .  99n 

Cost  Book,  Mining  Companies           , .            . .  65n 

Costing  Statements,  Mine  . .             . .             . .  213n 

Cotton,  Speculation  in      . .            . .            . .  461n 

Craig  v.  Craig  ..            . .            . .            . .  568s 

Cramptm,  il.— Income  Tax             . .           . .  786o 

Craujbrd,  E.  W.,  A.O.A.—ChtQk  Flgnre  Svstem..  410e 

Credit,  The  snggetied  Abolition  of  . .  861  456a 
Oonenoy  Qoemon  in  tbe  States,  Tha  . .      A06n  498»  e92n 

Oorrant  Law- 
Bates,  in  re,  Hodgion  v,  B^aa  676 
Bennett,  re ;  ex  parte  Offldal  Beoatvet        . .  663 
BUte  V.  Smlther       . .           . .            . .  68 

Bnhlmann  Inoandesoent  Syndloata,  lAm.,  «n  re  168 

Ohallnder  &  Herington,  in  re       ,.             ..  631 

Davis  V.  Peine                         , .             . .  158 
De  Beers  Consolidated  Mines,  Lim.  t>.  Howe, 

Barveyor  at  Taxea    . .  182 

PnrrlarB*  Allianoe,  Um.,  <A  FS  764 
General  Coonoil  of  the  Bar  v.  The  Commis. 

doners  of  Inland  Re  venae                      . .  764 

GoldfleldB  of  Matahelaland,  <n  n  The  764 
Educational  and  Commercial  PaUishing  Co., 

Llm.,  in  re            ..  101 

Hermann  Bros.,  Idm.,  in  re        . .  181 

Jaokson  &  Bassiord,  IJm.,  inre  69 
Moses,  I>aTid(d«c.)if0theEstateof ;  Valentioa 

V.  Moses  . .             . .             . .             . ,  68 

Ponslord,  Baker  &  Co.  v.  Union  of  London 

and  Smith's  Bank,  Lim.  179 
Benbens  &  Ladenburg  9.  G-reat  Fingall  Con- 
solidated, Lim.        ..             ..             ..  101 

Shrevsbnry,  Ooontess  ol,  v.  Earl  of  Sbrewsbory  693 

Van  Iiann ;  ex  parte  Cfaatterbm  . ,           . .  662 


Davits,  O.  P.— 

Debenture-holders  and  AwranMces  . .  602c 

Deeds  of  Assignment  and  Exeontion  Creditors  166c  213c 
Points  In  lusolvency  Law  . .  69c 

The  Salary  of  a  Bankrupt  . .  603c 

Davis  v.  Petrie  disoussad    . .  . .  lT7n  326c 

Daweon,  8. 

Compensation  under  the  Lioensing  Act,  1904  e78c  G37o 
Debenture-holders  and  M>uanticea  . ,  679c 

Deeds  of  Assignment  and  Bzeentlon  Creditors  103c  179e 
Points  in  Inaolvenoy  Law  ,.  70c 


Death  Datiea,The 

„         „      „   Exoheqner  and 
De  Beers  case,  The  ... 
Defalcations,  Local  Authorities  and   . . 
„        Frerentloii  and  Deteotlni  of 


4761 
292n 
176n 
877n 
3161  8041  606c 
701e  7&8c 

Degrees,  Belative  Value' of  B.6o.  and  B.Oom.       Ifi6c  ISOc 

S14e  aeSc  314a 

Departmental  Aooounts     . .  . .  . .  698c 

Depreiriafion  and  an  Auditor's  responsibility  in 

connection  herewith . .  . .  334f 

„        Electric  Light  Companies  and      . .  209» 
„        Holding  Companies  and  687n  579e 

„        Motor  Buses  and         . .  324n  536n 

„        Municipal  Besorve  Funds  and      ..  894 
„        of  Plant  and  Machinery,  The       . .  3B&a 
„        Sinking  Funds  and      . .  . .  668n 

„  The  Donbla-Aocoimt  System  and  •.  791n 
DinguaU,  W.  f   OoodwlU  In  Aooounts  708e 


FACE 

District  Auditors*  Snnhaigas  . .  . .  847n 

Dixon,  J. — Income-tax      , .  . .  , .  T66c 

Donble-Acoount  System  and  Depreciation,  The  791n 
„        „        „      Loan  Bedamption  and  the  880c 
Doughty  v.  Wells  and  others  ..  . .  119« 

Dovey,  C.  Monioipol  Audita  and  Offioiallam..  588e 
DttbUi  Corporation  and  its  Professional  Auditor  8n  86k  761n 
Durham  and  Xwkshixe  Fire  Insurance  Co.,  Idm.  459n 


East  Ham  Borough  Treasurer  and  Looal  Gofam- 

ment  Board  Audit  . .  697n 

„      „    Saozet  Trust  Fund,  The  669k 
Eckersliu,  F.  S.— Form  of  Accounts  of  Looal 

Aothorities  ..  263e 

„  „       Mnnitdpal  Aooounts  . .  6d8c 

„  '         „       Poor  Bate  AaMasmant  860e  880e  464e 
Eoonomio  Bank  Failure     . .  . .  . .  674k 

Edinboigh  Chartered  Aooonntant's  Volnntearlng 

Beoord  ..  ..  662i 

„     .  Chartered  Accountants  Students' SooleW  SSa 
,.       Society  of  Aooountaots     ..  ilSs  867s 

E^Borda,  Allen,  F.C.A.—The  Birmingham  Uni- 
versity and  Higher  Commercial  Education      . .  273 
Elective  Auditors  and  thelx  Bemuneration         . .  238c 
„      Anditors'  Duties    . .  . .  283c  988a 

Auditor's  Qoalifioations        . .  . .  269c 

Eleotrlo  UgU  Oompaaiea  and  Depreotatitm       . .  &09ii 
„     Power  Companies,  Botddneping  for       ..  315n 
Bleotrioal  Undertakings,  Audit  of  Aooounts  of    . .  601fi 
EstateDaty      ..  ..  11c  39< 

„      „    Interest  on    . .  . .  269c  S26n 

Estates,  FiotltiouB  Claims  against  Testators'      . .  &31t 
Etiquette,  Professional      ..  ..      664c  7d0n  766c 

Ezobequer  and  Death  Duties,  The     . .  . .  393fi 

Exeontots  and  Trustees,  Corporate     . .  . .  680f 

Ezeoutorship  Aooonnte      . .  . .  698c  780i 


Faotozy  Aooonnting  aa  a^ed  to  Haohlne  Shops    605  64( 

675  74( 

Faculty  of  Actuaries  in  Scotland        . .  . .  618 

FaUures  and  BllU  of  Sale  in  England  and  Wales  33  54  91 
118  148  167  199  228  361  388  811  840  862  89t 
461  467  611  663  688  61S  66S  688  718  783  80! 

32( 
28( 
261i 
407) 
176t 
102. 

160 


FiUy,  G.  O.— Check-Figure  System 
Fire  Inautanoe  .. 

„        „       Policies,  Claims  under. 

„   LoBBsa  in  San  Francisco 
France,  Foreign  Companies  in 
Friiigs,  F.  A.,  F.S.jS.— Check  Figures. . 
Fry,  T.  J9aH«£<— Belatlva  Value  of  B.So.  and 
B.Com.  Degrees  ..  .. 


Qauntlett,  Paul  Company  Law  Amendment..  396 
Germany.  Limited  Liability  in        . .  . .  6& 

Oibson  d  Ashford.—Viixeie^iaia  v.  Auditors  ,  .633e  666 
QitMon,  James— Poor  Bate  Assessment  .  .410c  464 

Glasgow  Chartered  Aooountante  Stndente'  Society  8681  611 

809 

Syllabus        ..  ..  487 

„      Institute  of  Aocountante  and  Aotnaries  In  200 
Gold  Production,  The  World's  ..  ..  629; 

„    Reserve,  The  ..  ..        67n  587n  672: 

The  Earmarking  of    ..  ..  ..  600> 

GoodwiU  in  Aooounte        . .        634c  664«  694c  788c  768 
, ,       Value  of  Aooountaney        . .  . .  293i 

Great  FingaU  case  discussed  . .  234c  362; 

Oreen,  Stetoar/— Prize  Essay  . .  667 

Gfienoh,  Alex.,  ^.C.Ji.-^Aitdit  of  the  Aocqsnta'^of 
ft  JdntStodk  Company  ..*  887 


Vol.  XXXV. 


INDEX  TO  THB  ACOOUNTANT. 


7 


a i^niflw Leading Aittole;  « OomipoiiaMiM ;  ILaotnzM:  nWaaUyNolM;  aSeottiihNotM. 


FAGB 


Qmdryt  W.  H.—&DtdDg  Fancb,  Baferrw,  and 
BaMmVnndi  ..  Si6i 


Haddow  {SmUb,  TnuUA  and  Dobie  and  otkert— 

B.N.             ..            ..                           ..  564a 

HaUali,  F..  A.C^.—B»ilmj  WftgooB  woAvr  HIk- 

PorobaM  Agnemento     . .            . .           . ,  7711 

HonZooftie. CP .^.^Singls  Entrj . .  ..  761 
Htvrimgtm,  W,  C.— DeUoatloBB,  Their  Fnvanttcn 

ud  Dflteotion. .             . .            . .            . .  SOic 

WmingUmM.  lAm.,  re        ..             ..  603c 

Heatheote,  Erie  L. — Gndaated  Income-tax       , .  72c 

HeieaU,  ArOtihald—Hkt  Aotoaty  in  Scotland     . .  6181 

HM,  itemel— Lioenaiag  Aot,  1901,  and  Isoome-t&z  702c 

Hiiid»-Fftlmer*8  Aot         . .           . .           . .  600» 

Hinda  v.  Buenoa  Ayrts  Grand  motional  2Vvmw^ 

Co.,Lnn.                   ..            ..           ..  671n 

Hin-PurchaM  Agreements,  lUlway  Wagons  under  771! 

BoUim,  O.f.— Capital  Aoooonu        , .            . ,  2982 

Hospitals.  The  Aoooonta  of . .             . .             . .  760n 

HamJVys,  W.  J^.— The  OoUection  of  the  EatMe  and 

other  dntias,  ecaumGnly  oaUed  the  Death  Duties  17fil 


laeome  Tax         . .        295c  296  836  668e  6090  7S6e  766c 
Abatement  Claim  1^  Tntstees      . .  , .  541c 

American  losaranoe  Companies  and  280  822n 

Banker^'  Books  and     . .  . .  . .  98n 

Capital  V.  BoTenae      . .  . .  295c 

Claims  ..  ..  6Slc  662c 

Committee  ..  ..  ..  659n 

Co^pentive  Soedetias  and  407*1 
Dednctions  from  Profite  aiseasable  for         , .  SSln 
Easter  Offerings  and    . .  . .  . .  762n 

ETadon  of  . .  . .  . .  . .  36n 

Foreign  Earnings  aod  . .  . .  792c 

Foreigners  and  . .  . .  lOn 

Graduated  ..  ..  ..       71c  181»  680n 

„        Report  of  Select  0<munittee  687a  710  734a 

726  783» 

In  France    . .  . .  . .  * .  85n 

Intereet  on  Bank  Overdrafts        . .  675c  625n 

licensing  Aot,  1904,  and  682c  66Sc  703c  737c 

Iiiie  Insoranoe  Dedactiona  . .  . .  730n 

U onioipal  Profits  assessable  for    . .  , .  S76n 

On  Tithe  Bent  Charge  . .  . .  . .  12?a 

Pi^mMitoI  Baok  Doty  by  Exaonton—IdabiU^ 

to  Bealdoarr  Legateoi  . .  154e  S93n 

Pnblioans  and  ..  .,  464e 

Bepayment,  Time  for  application  for  . .  604e 

Beportof  Sdeet  Committee      687a  710  7SAa  736  738n 
Betanu.  Bad  Debts  and  . .  . .  S41c 

Sohedale  E,  Aieessmente  under  . .  , .  G28n 

Seereey  of  tiie  Board  of  Inland  Berenoe  729» 
SomeKoteson  ..  ..  5811 

Qomyvn  and  Balanoe  Suets  4094  4^  fi04e  088n 
Inooipaiated  Aooonntaato'  Oonfereaoe        346a  412  461n 

48ga  525a 

„  Society  of  Law  Agents  In  Scotland  . .  4S2s 

India.  Btockbrokiog  in  379  397  887  858e  881e 

Industrial  and  Provident  Societies  Act,  Aoditi  under  760n 
Teotores  on  Looal  Loans    . .  . .  781n 

"  Institute  of  Aooonntants,"  The  6dln 

lostitnte  of  Chartered  Acoountanta  In  England  and 
Wales— 

Appidntment  of  Examiners  888 
Certificates  of  Praetioe Issued  ..  134  580 

Coondl  Meetings  ..  89  184  868  411  580  703 
EsaminaMoBS  and  PnUtcatUm  of  Baaults  076e 
lilt  of  Booeassfail  Oandldates  67 


PAGB 

Institute  of  Chartered  Aooonntants  in  England  and 
Wales— confinwtJ, 

Ifeffly'Admifcted  Members  104  161  639 

Prises  and  Certificates  of  Merit  Aitaided      ..   80  888 
Beoent  Additions  to  the  Idbiaiy  . .      40  868  581  708 
Bobert  Fletcher  Prise  lOOn 
lostitute  ol  Chartered  Aocountants  in  Ireland— 

And  Aocountants  Advertising  790n 
Connoil  Meeting!   ..  ..  168  616 

„       „  Directors      ..  ..  I29n 

„       „  Municipal  Treasurers  and  AooountantB  3a  171 
Inioranoe  Amalgamations  . .  . .  . .  6^ 

IUsks.New  ..  ..  138» 

Investment,  The  Art  of      . .  . .  . .  Slln 

Ireland,  The  Profession  in  ..  ..   168  867  SOln  616 

Irish  Language,  The  . .  . .  ITTk 


•Tac/Mon    Bouford,  £im.,  tnrd,  disQUBsed  130n 

John$ton,  R.  fi.— Income-tax  OUdms  . .  662o 

Judicature  Act,  1875,  Section  10,  and  liquidations  686e 

7udidal  Changes                          . .  SOlfl 

Kent  County  Gaa  Light  d  Cokt  Co.,  Be,  diaoussed  690b 
Kvrr,  E,  T.— Superannuated  Oovemment  OfBdals 

and  Competition            . .            . ,             . .  lOlc 
Kingston -upon* Hull  Chartered  Aooountants  Stu- 
dents' Society— B^rt  and  Aoooonts            . .  41 
Kinle]/,  D.,  P&.D.— The  Field  of  Aooountaney     . .  343 
Eynoohs,  Lim.,  and  the  Metric  System  6S4n 

Land  Transfer  Begistrattons,  The  Extension  ol  460» 
Law  Society      . .  . .  . .  . .  37^ 

„      „      and  Bolioltora'  Bookkeeping,  The    . .  678n 
M       II  Undischarged  Bannnpts         ..  348n 
„     »      Provincial  Meeting        ..  470  493a 

Leofeurea,  Addresses.  Debates,  fto.     IT  76  216  236  269  298 
804  S84  868  867  418  416  433  480  470  511  563  581 
613  667  705  771  798  608 
Ledgers,  Bound  v.  Loose-Leaf  . .  . .  760» 

Leeds  and  District  Chartered  Aooonntants  Students* 
Aasooiation — 

Bepott  and  Aooounts  . .  . .      .     • .  104 

Syllabus     . .  . .  . .  . .  558 

Legal  Basiness,  The  State  of  535n  571n  674n  C89it 

„   DeoiBions,  The  Interpretation  of . .  . .  626a 

„    Studies  and  Univerntles  . .  610 

LegiBlation  for  Aooountants  in  New  Zealand        178a  187 
,,       „  the  Profession  ..  4161 

Leicester  Chartered  Aocountants  Students*  Society- 
Syllabus        ..  ..  ,.  866 

Leigh,  Chaa. — Goodwill  in  Aooounts  . .  . .  786c 

Licensed  Houses,  The  Value  of         .,  ..  128n 

Llcenaing  Act,  1904,  and  Income  Tax  . .  . .  6S3c 

.,       „      I,    Oompeneation  nnder  the      6631  671h 

9780  6040  687e 

life  Assurance  and  Disorimination     . .  . .  291n 

„  „  Companies  and  Lapsed  Policies  . .  597n 
,t         „  .1        Foreign  ..  66n  68n 

„   bnnranoe  Companies,  Beport  of  Select  Com- 
mittee   ..  ..  2l3n 
„        „            „        The  Amerioan  System  of 

Offloial  Inspeotion  of  149a 
,,   Tenants  and  Hazardous  Investments  ..  690a 

Litigation,  Sixpence  a  Share  . .  . .  769^ 

Idverpool    Chartered    Aooountants  Btadents' 

Association  ..   ^  r\r*tfiiS^ 

Syllabus   ..^  J  ^OiWrv4i2 
I,     Booiety  of  COiartered  Aocovntaiita—  ^ 

Annual  Dinner  ..  ..689  TSla 


8 


INDEX  TO  THE  ACCOUNTANT. 


Vol.  XXXV. 


a  atgniflM  Leading  Article ;  e  CorreBpondenoe ;  I  IieotonB ;  n  Weekly  Notet ;  s  ScoUieh  Notes. 


Local  AnUuKiUM  and  Defftleations    ..  378n 
„  „  their  Work  2692  4Ma 

„  The  LiabiUties  of    . .  ..  3i8n 

„    AQthorltieB'  'Accounts  lOe  201a  228a  263o  327c 

.,        Andltof  ..  ..766a  779 

„         „  „       The  Critlciam  of      ..  692a 

,.         Sinking  Funds       ..  ..  698n 

Aathorlty,  Sale  of  Undertaking  to  . .  72c 

Government   Board    Audit,    A  Borough 

Treasurer  atid  the  . ,  , ,  , .  574n 

Oovemment  Board  Auditor  and  the  Metro- 


politan Borongh  of  Holbom 
„    Taxation  .. 
Losdon  and  Globe  Liquidation 

, ,     Ghamber  of '  dommeroe  EzamhiationB 
„     Chartered  Aoconntant  Students  Society 


Annual  Dinner 

Hon.  Members'  Sabaoription  to 

Syllabus 
Corporation  Financial  Statement 
County  Council  Control,  The  Extension  of 
Tramvays 


Long  Vacation,  The 


133c  294n 
764n 
600n 
629n 
2691  5622 
626n  7052 
739 
11c 

.  667  587 
292n 
602n 
600n 


16Sn  729n 


Macdonald  v.  national  MuhuU  Life  Aasociaiion  of 

AitstraUuia,  Lim.  . .  54i 

Maoohester    Chartered   Accountants  Students' 
Sooiety         ..  ..  461  7711 

Syjlabus  ..  ..  ..  886 

Manchester  Sooiety  of  Chartered  Accountants. — 
Annual  Dinner  . .  . .  . .  680 

Martin,  •Tames— Legislation  for  Acoountanta       . .  4162 
MeDonaid,  A.  A.  -Stock  Exchange  Keform        .  .381c  738c 
Mercantile  Marine,  Loeses  in  the  World's  . .  821n 

Metric  System,  The  ..  ..684n  716 

Hetropofltan  Water  Bates  ..  ..  ..  405n 

Metue's  Brewery,  Lim.,  in  re,  disonsaed  . .  178n 

Mine  Costing  Statements  . .  . .  213» 

Mining  Companies,  Cost  Book  . .  65tt 

llUchell,- Matthew,  Cil.— Special  Points  arising  in 
the  Audit  of  the  first  Balance  Sheet  of  a  Limited 
Company  formed  to  acquire  a  Going  Business  . .  SOU/ 
Mitoheton.  O,  W.,  >4.C.4.— Check  Figure  Sntem  361c  379c 
Mole,  Albert,   C,  F.8.A.A.^amgmy  Law  in 
Ariiona  ..  ..  608c 

Money  Lenders'  Act,  1900,  The  scope  of  the        . .  115 
„     Market,  The  ..  ..  627n 

JIfoore,  Chas.  W. — Holding  Companies  and  Depre- 
ciation . .  . .  . .  . .  679c 

Motor  Omnibuses  and  Depreciation    . .  8S4n  635n 

Municipal  Accountant^,  Lectures  on  . .  •  498n 
„  „  -       Some  Points  In  366 

„        Aooonnta  . .  . .  . .  643  698c 

„  ■         „        and  Finance       . .  . .  408c 

„  „       Audit  of  lOOn  129n  ISSe  195  600n  639» 

„  „        Form  of  . .      677e  696n  &lin 

„  „      '  Organisation  of    . .  . .  624n 

,,        and  National  Training      . .  . ,  692n 

„        Audits  and  Officialism       . .  638c  567a 

„       Banking  Aooounts  . .         •  407n  4e8» 

„       Banks  . .  . .  699n  691n 

„        Capital  Expenditure         . .      848k  880c  458a 
„        Corporations  and  Bank  Overdrafts      . .  358 
„     ■  Electric  Lighting  Accounts..  625n  659n 

„        Eztravagance     . .  . .  . .  175tt 

„        Finance  and  Control         . .  . .  269a 

„    .  LidebtednesB     ..  SS^n  499n 

„       Luuranoe        ..  ..  40Sn 

u       Proflte  lu^  Mtmlcipal  "Pnata  . .  »  699n 

„  \-     ,,     liwwble  ..  876» 


Municipal  Beserre  Fundi  and  Depraoiation       . .  39- 

„        Trading,  ..  lOle  4321  461n  7327 

„      and  Depreciation  ..  ..  685^ 

„       Tramways  Association      ..  ..  350' 


Nagle,  R.  H.— Defalcations,  Their  Prevention  and 
Deteotioo      ..  ..  ..  ..  215 

NeviU.  C       Annuities  and  Sinldng  Funds      . .  578 
Newcastie-upon-Tyne  Acconnts         ..  ..  347i 

Newton  v.  Birmingham  Small  Amu  Co.,  Lim. 

ascussed        . . '  9n  89a  63a  96a  121( 

New  York  Corporation  Accounts        . .  632c  659i 

New  Zealand, Legislation  for  Accountants  in      ..173a  18' 
Norman,  A.B.,  jl.C^l.— Cheok-F^nre  System     ..  465 
Norman,  H.— Goodwill  in  Acconnts    . .  695c  735 

Northeott,  W.  C— Compensation  under  the  Licens- 
ing Act,  1904  . .  ■        ..  ..6621604 

Notes,  One  Pound  . .  . .  . .  36; 

Nottingham  Chartered    Aocoantants  Students' 
Sooiety— 

Report  and  Accounts  . .  . .  1 


Oaths,  The  Taking  of  .,  61 
Obituary— 

Blair,  Hagb,  C.A.        ..  ..  2C 

Bowie,  J.  T.,  C.A.       ..  ..  ..  20( 

Galium,  J.  P.,C.A.      ..  ..  ..  Ui 

Goodman,  Albert,  F.C. A.  ..  ..  3£ 

Gann,  J.  E.,  F.G.A   ..  ..  7C 

Hadfteld,  T  ,  F.C.A.     ..  ..  ..  38 

Haldane,  James,  C.A.  . .  . .  . .  61! 

Hamilton,  A.  F.,  C.A.  ..  ..  U- 

Hamilton,  Wilson,  A.O.A.  . .  . .  4 

Milne,  William,  C.A.   ..  ..  -  ..  SV. 

Murray,  Adam,  F.C.A.  . .  . .  . .  St 

Biohardson,  J.  H.,  A.C.A.  ..  ..  8f 

Rogers,  Chas.,  A.C.A.  ..  ..■  ..  2^ 

Sharp,  E.  M.,  F.C.A.   ..  ..  i 

Smith,  John,  F.C.A.    ..  ..  ..  3f 

Smith,  John  Hudson,  F.C.A. 

Walker,  John  Burnett,  C.A.  ..  ..  2 

Watson,  Bichard,  F.O.A.  1! 

Official  Audita   ..  ..17.' 

„    BeoelvarB  and  Secured  Creditors  . .  25; 

„        „       Betired.  and  Pn^es^onal  Praotico  6' 

10 

Old  Bailey,  The  New        ..  ..  ..  3' 

Orientals  and  Audits  57 


Parcel  Post  Finance         . .  . .  . .  2a 

Parliamentary  Companies    and   their  Oaintal 

Aooounts  167e  39 

„  Procedure,  SzpensiTe  . .  49 

Partners'  Capital  Accounts . .  . .        677c  594a  6S 

Partnership  Articles,  The  Treatment  of  . .  C5 

Partoerahips  and  Promissory  Notes  . .  32 

Patrickt  James — Annuities  and  Sinking  Funds    . .  B^i 
PearUyA.  Jam»,  A.O.A. — Poor  Bate  Assessment  4( 
PmI  and  others  v.  London  and  Iforth  Weatvn  JBait- 
toay  Co.  discuBsed  . ,  . .  . .  65 

Percentage  of  Profit  on  Trading         . .  . .  3f 

Peroentues,  The  Use  of     ..  ..  ..  31 

Personal      22  23  54  91  118  143  158  168  199  223  250  £ 
383  811  366  867  884  461  487  634  659  587  t 

Perth  EluMe  Tram&mzidi^^^^^St^l  * .  GC 
Pialey,  Franeta  TT.,  f  .OiX.— How  to  read  a^Salanoe 
Sheet  of  a  OomiMnial  Omeem      . .  61U  A' 


Vol.  XXXV. 


INDEX  10  THE  AOOOUNTANT. 


9 


arigniflMLeMting  Artiole;  c  Conespondenoe ;  ILMtnras;  nWeekly  Notes;  sBooMsh  Notes. 


PAGE 

Politicians  «nd  Jadgee      . .  . .  . .  88n 

Pon»ford,  Baker  tt  Co.  v.  Uv4on  of  London  d 

Smith's  Bank  disonsaed  . .  . .  SSOn  626n 

Poor  Bate  AsBassmeikt  . .  837c  360e  379c  410o  468c 
Port  Eliabeth  and  Dittdot  Acooonte^ite'  Soelety . .  7981 
Portraits— 

Blair.  Httgh.  C.A.,  The  late         ..  ..  S69 

Haldane,  jamas,  C.A.  . .  . .  . .  6125 

Tan  de  Linde,  Q^iard,  F.G.'A.       ..  ..  818a 

Post  Cardsv  Bevised  BagDiatiolu  for   . .  . .  6T2n 

Poetel  Impioremente         . .  . .  . .  9n 

„  Sernee,  Altezations  in  the  . .  S76n 
Poatmatter-Oenaral's  Beport  ..  178» 

Post  Offioa  Savings  Bank   .  .99n  689» 

„         „       M    and  Consols..      573»  6SI6n  666c 
Prevention  of  Cormptioa  Aot,  1906,  The  479  763n 

„  and  Agency  Fees  ..  767a 

Prtce,  H.  L. — Bankruptcy  Reform      . .  . .  490 

Pri^  Councillor,  A  Now    . .  . .  . .  626n 

Fionte  and  Income  iDBOianoe  Co.,  I4m.  847n 
„    Oertifioates  as  to    ..      589a  688o  659»  7O0o  758a 
FiosaoaHon,  Payment  to  Avidd  . ,  87n 


Qaeenslud  Institato-of  Aceonntants — Beport  and 
.  Aeeoants 


467 


Railway  Commisrioner,  A  New          . .  . .  667n 

„     Bates   ..             ..   ■         ..  ..  S83» 

Shareholders  and  their  Bjgbta  ..  405n 

„     Statistios  ..  860n 
Wagons  nnder  Hire  Pnzohase  Agreonenta  7711 

Railways  and  Owners*  Bisk..             ..  499n 

„      Bating  of           . .             . .  699»  637» 

Bate  Collectors,  A  Scheme  for  the  Abolition  of  . .  Slln 

Ratepayers,  The  Bitter  Cry  of  the       . .  . .  648  636c 

Rates.  Some  Points  in  the  Laying  of  . .  . .  17Z 

„     The  Rising             .,             ..  S76n 

Bating  of  Closed  Theatres  ..  393»  849» 

Unification                        . .  461n 

BamUngs  4  1PtUtiiuon.~Ijioensing  Aot,  1904,  and 

Inoome-Tax    ..            ..             ..  663c  787c 

Rayner,  W.  0.— The  Position  and  Progress  of  the 

Aceonntancy  Profession  ..  .'.  413! 

Beoeipte.  The  Law  as  to     . .             . .  . .  262n 

ReceiTershipa     . .            . .             . .  . .  839  882c 

iifddaU.i>.i.— Goodwill  in  Aoootinte..  ..  696c 

Rnd^  J.  F.— Joint  Stock  Companies  . .  . .  4701 

Beporto  and  Accounts — 

Bristol  Chartered  Accountante  Stadents'  Society 
KiDgstoa-niKaL-Hnll  Chartered  Aooountanta 

S«saante*^SoeletY 
Zieeda  and  District  Chartered  Accountants 

Stodente'  Association 
Nottingham  Chartered  Accountante  Students' 

Society  .. 
Qneensland  Institute  of  Aoooantante  . . 

Vietoria  Incorporated  Institnte  of  Aoooantante 
Beserve  Fund,  Charges  against         . .  664c  780n 

„     Funds  kdA.  Denreoiation,  Mnnidpal       . .  894 
BaMTTH  and  Besarre  Funds  . .       2461  54Se  568a 

„      Gold    . .  . .  . .  67n  637n 

,.      Secret        39a  68a  96a  121a  153c  388  401a  465= 
Beubett  d  Ziodenbwg  v.  Qreat  FingaU  Consolidated, 
Lim.,  disonseed  384e  968k 

BaviewB— 

Accountant,  How  to  become  a  Qoalifled,  W 

S.A.  WUb/,A.8A.A. 
Aoooaiit«ata*flbaiul.  Vol.  X. 


48 
41 
104 


13 
467 
72 


828 
866 


PAOE 

BevlewB— conMniMd. 

Arcber^t  TaUas  for  the  Bepi^ent  of  Louu  ..761 791n 

SainM,  B.  7.— Guide  to  tiie  Fonoutlon,  Ao., 

of  limited  Companies  . .  156 

Bookkee^ng  and  Modem  Method  applied  to 
Lawyers'  Transactions,  Notes  on 
the,  by  T.  J.  Millar,  M.A., 
LL.B..  C.A.        ..  ..  611 

„  Elemental,  by       B.  W^ter 

ondH.  Hugh**     ..  ..  916 

Chartered  Accountante  of  Scotland  Official 
Directory . .  . .   '         . .  . .  751 

Decimal  Coinage,  Weighta  and  Measures,  by 

£.  Antony,  M.A.,  J.P.,  Barriater-at-Lato  949 

Foreign  Trader's  Diotlonary,  The,  by  J.  Oraham 
andG.  A.  S.  Oliver  ..  ..  ..  329 

Gas,  Arrears  for,  «&c.,by  A.  Cannitig  Williams  559 
Goodwill  and  ite  Treatment  in  Accounts,  ^ 
L.  B.  Dickaee,  M.Com.,  F.C-A.  and  F. 
TiUyard,  M.A.,  Barrister-at-Law  469 
Guide  to  the  Formation,  &o.,  of  Limited  Com- 
panies, by  H.  V.  Bainea  .,  ..  158 

Handy  Book  on  the  Law  and  Practice  of  Joint 
Stock  Companies,  by  A.  Pulbrook  . .  884 

Institute  of  Accountante  and  Actuaries  In 

Glasgow,  Library  Catalogue  . .  898 
„        „  Bankets' Library  Catalogue     ..  199 

London  University  Code  . .  . .  884 

Partuershlp  Aooounto,  by  P«n^  CltUd,  A*C.A.  856 

Some  Legal  Terms      . .  . .  ...  856 

TablM  and  Frobiemi,  by  !F,  fatkin  . .  469 

Terminal  Cost  Aooonnta,  by  A.  O.  iHabet     . .  898 

Vooationa  for  our  Sons,  by  J.  W.  Bieka, 
F.R.A.8.  ..  ..  ..  ..  884 

'■  Wakeup  JohnBuU."by£.  J:How6U  ..  199 

Bock  Life  Assuranoe  Co   . .  6n 

Rogers,  J.  S.~Toor  Bate  Anesiment . .  851c 

Rutherford  v.  Thyne         . .            , .  . ,  488s 


Savings  Bank  Deposito  ..  308n 
Bootund,  Accountants'  Examinations  in  . .  176n 

The  Profession  in  28  54  91  118  144  168  300  233 
851  288  818  868  458  487  511  662  588  613  683 

753  782  803 

Soottish  Chartered  Aooonntante  in  Lmdon        . .  laOn 
„     'SooietieB  General  Examining  Board  S19«  848a  6628 

762s 

List  of  Suooeasful  Candidates      . .  28s 
Secret  Commisdons   . .  573n  699c  729»  764e  787a 

„  „         and  Bribery  Prerention  Leaone  67an 

801 

„     Beserves       S9a  68a  96a  ISla  158e  888  401a  466o 
Seed  Crushers*  Aocounte    . .  . .  . .  818c 

Service  Agreemeute  . .  . .  . .  762n 

Sheffield  Chartered  Aoooantante  Studante*  Soids^^ 

Syllabus        ..  ..  ..  466 

Shoredlteh  Borough  Aooounts  . .  497n 

Simdair.  D.  TF.— GoodwIU  in  Aocounte  634c  697c  784c  769c 
SlDgl»-Entry      . .  . .  . .  . .  76! 

„     Ship  Companies  Mid  Auditors*  Certificates. .  660» 
Sinking  Funds  and  Depreciation      . .    ^      . .  iSeSn 
„         „     Annuities  and  ..  tOCOQI^Sc 

„  of  Local  AatliorltleB,  The  V.O  S»n 
,,    BaearvM  and  Basesve  Funds  346J 


10 


INDEX  TO  THE  ACCOUNTANT. 


Voii.  XXXV. 


a  BignifiM  LMhdlng  AiUda ;  e  Oonwpoiulenoa ;  I  LeottUM ;  «  WeaUy  Notes ;  a  Boottiah  Kotos. 


PAOI 

Bootety  of  Aooountants  and  Anditon  . .  . .  661« 

„    „  „      Contonnoe   346a  412 

461n  489a  535a 
„  Inooraorated  Aooountanti  and  Audlton 

in&elaQd      ..  ..  ..  867 

SolioitorB*  Aoooonts  . .  . .  72aa  786a 

Solicitors  and  Enoroachment  on  other  Professions  232n 
„         „  the  Half  Oommisaion  Question     ..  697» 
„    „  InteiestBof  theit  Clients        703e  781n 
„        ,,  TrtutMonoys  ..  878a  407n 

Debt  ColleokinB   ..  ..  ..  S84n 

Stafford,  W.       Obe^-Figarea  ..  71c 

Stamp  Aot,  A  New  . .  . .  ■ .  262n 

atata  Banks      ..  ..  ..  488 

Statlstioft^ 

Bankraptcy . .  . .  . .  640e  S74n 

Commercial  ..  ..  628a 

Company  Registration . .  . .  , ,  210n 

Bailway      ..  ..  ..  350n 

Btatate  of  LlmitatioDB,  The  . .  627n  791n 

Statnton' Declarations  and  the  Stamp  Aot  129» 
Steele,  F.        Bankers  and  Borrowers  ..  542c 

Stevenson  v.  Bexhill  Corporation  discussed  233c  288a 

Stookbroking  in  India        ..  279  297  387  S&Sc  881c 

Stock  Exchange  Abuses      . .  . .  . .  7S8c 

„        „      Defaolten..  ..  783n 

„        „      Reform    ..  396c  3iga  8ei«  406n 

„        „      BeqairementB  for  Qaotationi     216c  294t» 
Stockdale,  B.  H.  F.— The  Administration  of  the 

Estates  of  Deceased  Persons       . .  . .  798! 

Stoainson,  O.,  li:S.A,A. — 

Forms'  of  Aoconnts  for  liooal  Aatfaoritles  . .  827c 
Suite  Points  in  Municipal  Aoooonianoy  866 


Telephone  Agreements            '       ..  763n 

Tenant,  Liability  of           . .             . .  . .  666c 

Testators'  Estates,  Fictitioas  Claim  against  . .  231n 

Textile  Mannfaoturing. Costs             ..  ..a09n  26-2 

Third  V.  Third  ..                           ..  ..  55s 

Time  in  Bombay,  The  Question  of      . .  . .  460n 

Touehe.  O.A.,  C.^.— RecelTerships  ..  -.329  882c 
Touting  Aooountants         ..              262n  661n  700e  738c 

Trade  Tarms                  ..  ..  404n 

„    Union  Bill    833n  882c 

Trades  Dhnntos  BiU        . .  . .  178n 

Tramway  Aooounts  and  Street  Impiorements  . .  602n 


FAGB 

Transraal,  Aoooontanoy  in  the  . .  206a 
Trust  Aoooonts,  Treatment  of  Coal  Royalties  in    ISOc  824n 

„    Moneys,  Solioitors  and  ..  ..  87Sa 

Trusts  ..  ..  ..  406n 

„     Mr.  Bryan  and  the  ..  ..  .,  S28n 

TtoM^v.  Bms  &•  Co.,  Lim.,  and  another  ..  91s 
Tyler,  re ;  ex  parte  The  (^UAoA  Baeeiwr,  disaussed  656n 
Z^ssm,  A.D.,  Darrister-at-Laio — 

Estate  Duty  ..  89e 

Inoome  Tax  on  Titlis  But  Charge  . ,  127a 


Union  of  Accountant  Student  Societies  in  New 
Zealand         ..  .. 
n      I)  Chartered  Aooonntant  Student  Soolaties 

— Prize  Essay.. 
UniTersitles,  Legal  Studies  and 
Urban  District  Councils'  Assooiation  . . 


Van  de  Ltatde,  O^rd,  F.C.A. 
Van  de  Linde,  (?.— The  Chartered  Aooountants' 
Benevolent  Association   ..  ..  .. 

Victoria  looorporated  Institnte  of  Aoooantants— 
Report  and  Aooounts 


151n 

6671 
610 
ISOn 


S13d 
881( 


Vouohers,  The  Inmortance  of 
Vouching  in  the  Conduct  of  Audits 


7S 

502n  537(1 
330 


653.: 


War  Office  Reform 
„   Stores  Commission,  The  Aooonntants'  Reports 

to  the     . .  . .  . .  . .  29U^ 

Water  Compeuiiefl  —  Loan  Redemption  and  the 

IX>uble- Account  System     ..  ..  380i 

„     Bate  Problem,  A    ..  174t 
Whitman,  John — Factory  Aooounting  as  apidied  to 
Machine  Shops  ..  ..     605  646  676  741 

Williams,  J.  R. — Shareholdexs  and  their  Auditors 
—Professional  Etiquette  ..  ..  ..  661 

Wilson,  Chaa.  H.— Municipal  Trading. .  ..  422 

Wine  Merchants' Acconnts..  408 
Workmen's  Compensation,  DomesHe  Berfants  and  760i 


Founo,  F.  C— 

Consols  and  the  P.O.  SaTlngs  Bank 
Inoome-Tax  Claims 


666 
663 


Digitized  by  Google 


"fi'"  uMi  TO  i  Accowniatu, 


December  ag,  tgo6. 


Digitized  by 


Google 


Supplement  to  Tke  Aeeoun/anL 


Derember  29,  igob. 


Digitized  by 


Google 


IWB  §0  The  AwoanUnt,  December  29,  1906. 


The  Accountant  " 

THE   RECOGNISED  WEEKLY  ORGAN  OF  CHARTERED  ACCOUNTANTS 

AND 

ACCOUNTANGY  THROUGHOUT  THE  WORLD. 


LAW  REPORTS 


VOLUME  XXXV.    [New  Series.]  ^ULY  to  DECEMBER  1906. 


LONDON : 

GEE  &  CO.,  THE  ACCOUNTANT  OFFICE, 

34  MOOBGATE  STBEET.  E.G. 

■  Digitized  by  Google 

Dboembeb  1906. 


Digitized  by 


Google 


DeeembMT  39,  1906. 


INDEX 


TO  THB 


NAMES  OF  CASES 


(The  name  of  each  of  the  parties  to  the  particular  case  is  given  in  its  proper  alphabetical  order.) 


NAMES  OF  CASES. 

AhoEUidar,  BobUniv.  ;«»r»8Binpioii.. 
An^Itali&n  Buik  (Umiied  and  Beduoad).  rv   . . 
AcnoU,  Jamaa  A  Co.  (Seqaestntion  in) ;  Dredge 

A  H'OomUe  t.  Forrest   . . 
Attontej'Genazal  v.  Great  Northam,  PiooadiUy,  uid 

Brompton  R^lvay  Co.    . .  ... 

Attomay-Qeneral  t.  Letfabridge         . .  . , 

Baok.  Cainiey  T. 

Bank  of  Hontveal  t-  Ezhilat  and  Trains  Oo.  lam. 
Batev.BMd 

Bates,  m  re  ;  Hodgson  t.  Bates 

Beal  Sirinning  Co.  (Limited  and  Iledaoed),  in  re 

The,  and  in  r«  The  Companies  Acts,  1867  and  1877 
Bennett,  re  ;  ex  iparte  The  Trustee 
Beran  v.  The  2Tational  Bank,  Lim. ;  Be  van  t.  The 

Capital  and  Counties  Bank,  Llm.    . . 
Bexhlll  Corporation,  Stevenson  v. 
Birmingham  Small  Arms  Co.,  lim,,  Newton  t.    . . 
Blake  t.  Smither 
Boden,  «n  re  ;  Boden  t.  Boden 
Boome,  re  ;  Booxne  v.  Boorae 
Bradfleld     The  Cheltenham  Guardians 
BriekwBll,  Dott  V. 

Brown  and  others,  ex  varU ;  «n  r«  Kent  Gonnty 
Gaa Lijtht  and  Coke  d>.  ..  .. 

Brastar,  The  mtadaU  TaendstlUabiik  t. 

Btyson    Stevfliison  and  others 

BiUDoe  Anea  Grand  National  Tramways  Co.,  Lim. 
ffindiT. 

Bohlmann  Inoandesoent  Byndioate,  Lim.,  The  . . 
Batton,  re  ;  ex  parte  White  t.  Havasida  . . 

CairamrT.  Baok.. 

Cs^td  and  Ooontlaa  Bank,  Llm„  Sevan  t,  ;  Beran 

T.  The  Katkari  Bank,  Urn. 
Oudilf  Workmen's  Cottage  Co.,  Lim.,  m  n 
Csrr  V.  The  Oommendftl  Union  Asnnnoa  Oo. ;  in 

n  VCliire's  Trusts 
Chsliadar  A  Hacington,  in  fw 


PAOB 

67 
68 


S3 
86 

4fi 

33 
63 
64 

41 

83 

71 
17 
S 
13 
86 
8 
1 
69 

79 
S8 

6638 

58 

81 
2 

16 

71 
41 

67  77 


FAOI 

NAMES  OF  CASES-MKlwHMl. 

Obaxlei,  Lim.,  re             . .           . .           . .  88 

Obatterton,  ex  parte ;  re  Van  Laou     . .            . .  78 

Cheltenham  Guardians,  The ;  Bradfleld  t.         . .  1 
Colonial  Bank  of  Anstralada,  Xibn.  HazdiaU 

and  another    ..             ..             ..            ..  48 

Commetoial  Union  Assnranoa  Oo.,  The,  Oarr 
in  re  M'Olnre's  Trusts     . .  . .  . .     67  77 

Companies  Acts,  1862  to  1900,  in  re  The ;  and  m  re 
The  Eduoational  and  Commeroial  Poblishlng 

Co..  Lim.                     ..                           ..  41 

Companies  Acts,  1867  and  1877,  in  re  The  Beal 
Spinning  Co.  (Limited  and  Beduoed),  and  in  re 

The                                           ..  41 

Cooke,  Pieeton  (Trustee  in  Baokruptoy  of)         . .  36 

CraigT.  Craig    ..            ..            ..            ..  668 

Davis  V.  Petrle  . .             . .             . .             . .  88 

Do  Beers  Consolidated  Mines,  Lim.  T.  Howe 

(Surveyor  of  Taxes)        . .             . .             . .  81 

Debtor ;  ex  parte  The  Petitioomg  Creditor  v.  The  9 

Debtor,  in  re     ex  parte  Petitioning  Creditor      . .  66 

Debtors,  ex  parte  The  v.  The  Judgment  Creditors  9 

Denton,  The  Swaoley  Coal  Co.  v.       . .            . .  47 

Dohie  and  others  and  Haddow  (Hastie,  Tnutee)— 

B.N.            ..            ..                         ..  664* 

Dott  V.  BriokweU              . .  09 

Doughty  V.  Wells  and  others             . .             . .  119« 

Dredge  Sl  M'Oombie  v.  Forrest,  in  James  Amott 

ft  Oo.'b  Sequestration     . .           . .  SS8s 

Ednestitmal  andOommeroial  FnUiaUng  Oo.,Um. ; 
in  re  The  Companies  Acts,  1863  to  1900 ;  in  r§ 

The               ..                           ..             ..  41 

Ehrmann  Bros.,  Llm..  m  re              . .            . .  29 

Emmett,  in  re ;  Jenkins  v.  Emmett    . .             . .  84 

English  end  Colonial  Prodnoi  Co.,  Lim.,  in  re  The  9 

Exhibit  and  Trading  Co.,  Lim.,  Bank  of  Montreal  v.  83 

Forrest,  Dredge  ft  M'OomMs)^iizfe*|  *  ^  - 

ft  Oo.*s  Seanastiation  ..  .dO  SS^s 

Fonfeex  v.  Noon's  Navigation  Oo.,  Lfan.            . .  67 


INDEX  TO  THE  ACCOUNTANT  LAW  BEP0BT8. 


Vol.  XXXV. 


PAGE 

NAUBS  OP  CASES-OMtMiwnl. 

Oillurd.  W.  HftDoook  &  Co.,  Lim.  v.   ..           ..  69 

OlUham  v.  Bobertaon         . .             . .             , .  87 

Qoatly  T.  Jonea ;  re  H.  B.  Jones         . .             , .  49 

Goldbers,  Trimble  and  Bennett  v.  ..  84 
Goldfielda    of    Matabeleland,   Lim.  ;  Lindley, 

Petitioner      . .             . .             . ,             . .  53 

Goodwin,  ex  jjarte;  « Klein  ..  ...  2 
Gramophooe  and  Typewriter,  Lim,   t.  Stanley 

(Surveyor  of  Taxes)         . .              . .              . .  60 

Great    Fingall    Consolidated,   Lim.,   Bnben  & 

Ladenbnrg  t.  . .  , .  . .  13 
Great  Nortbem^  Piooadilly,  and  Brompton  Railway 

Co.,  Attorney-General  V.  ..            ..             ,.  33 

Greener  V.  Kahn  &  Co.,  Lim.            ..             ..  15 

Orenier,  Prefontaine  t.      . .  61 

Haddow  (Hastle,  Trostee)  and  Dobie  and  others. — 

B.N.                           ..             ..             ..  fi64« 

Hall,  re  ;  ex  parte  The  Official  Beceiver  (Trustee) . .  82 

Hancock  &  Co.,  Lim,,  W.,  V.  Gillard  ..             ..  69 

Havawlde,  ex  parte  White,  v. ;  re  Button            . .  2 

Herington,  in  re  Ghalinder  &            . .             . .  77 

Hinds  V.  Buenos  Ayres  Grand  National  Tramways 

Co.,  Lim.                                ..  fiS 

Hodgson  T.  Bates;  in  re  Bates           ..             .,  64 

Holmes,  ex  parte  ;  re  Bushforth  , .  . .  66 
Howe  (Snrveyor  of  Taxes),  De  Been  Oonsolidated 

Mines.  Lim.  t.             . .           . .            . .  81 

Irish  Club  Co.,  Lim.,  The,  in  re        . .  8 

Jackson  ■&  Bassiord,  Lim.,  t»r«         ..             ..  S6 

Jenkins  t.  Emmett ;  in  re  Emmett    . .            . .  84 

Johostooe-White -v.  Henry  Leetham  A  Sons,  Lim.  86 

Jones,  H.  B.,  re ;  -Ghuitly  t.  JonM       . .             . .  49 

Judgment  Creditors,  The ;  ex  parte  The  Debtors  t.  9 

Kadish,  ex  parte  Trustee  t.  ;  re  Lazarus             . .  57 

Kahn  &  Co.,  Lim.,  Greener  T.  ..  15 
Kent  County  Gas  Light  and  Ooke  Co.,  in  re; 

ex  parte  Brown  and  others  . .  . .  79 
King,  in  r«  Mary;  Mellorv.  The  South  Australian 

liuid  Mortgage  .and  Agsnoy  Co.,  Lim.           ..  68 

Klein,  rs;  «a;  parte  Goodwin             ..  s 

Lazarus,  re ;  ex  parte  Trustee  v.  Kadish             . .  57 

Leetham  &  Sons,  Lim.,  Henry,  v.  Johnstone-White  86 

Le«,  in  re  Bobbins ;  Bobbins           . .  87 

Letnbridge  t.  The  Attome7-a«neial  . .  . .  85 
Xdndley,  Petitioner ;  Goldflelds  of  Matabeleland, 

Um.          .   ..  58 

London  and  North-Western  Beilway  Co.,  Peel  v.. .  69 

London  Eleotrobas  Co., Lim.,  inn    ..           ..  11 

Maodooald  t.  National  Mutoal  Life  Assoolation  of 

Australasia    ..           ..                         ..  54$ 

Marsh,  Beeve  V. . .            ..           ..            .,  59 

Marshall  and  another,  The  Oolonial  Bank  of 

Australasia,  Lim.  T.  ..  43 
M'Clure's  Trust,  in  re;  Carr  t.  The  GommeroiiJ 

Union  Assaranoe  Co.-  ..  ..     67  77 

U'Combie,  Dredge  A     Forrest ;  in  James  Arnott 

A  Co;*8  Sequestration     . .            . .           . .  283s 

Mellor  T.  The  South  Australian  Land  Mortgage  and 

Agenej  Co.,  Lim. ;  in  re  Mary  King  . .  65 
Mcnmioathshire  Stesl  and  Tinplate  Co.,  Lim.,  The, 

in  re            ..            ,,            ,.            ..  3 

National  Bank,  Lim.,  Bevan  v.;  Beraa  T.  The 

Capital  and  Counties  Bwik,  Lim.     . .             . .  71 

National  Mutnal  Life  Affiociation  of  Australasia, 

Uacdonald  t.  . .        ...           . .  fUg 


NAMES  OF  CASES-cmMMMf. 
Newton  t.  Birmingham  Small  Arms  Co.,  Lim. 
Nitedals  Taendatikfabrik,  The  v.  Bmster 
Nixon's  Navigation  Co.,  Lim.,  Forster  t. 
Noakes  v.  Noakes  ft  Co.,  Lim. 

Official  BeoeiTer  (Trustee),  «x parte;  re  Hall 
Otto  Eleottioal  Manntaotnring  Co.  (1905),  Um 

in  re 

Patent  Wood  Keg  Syndioate,  Lim.  v.  Pearse 
Pearse,  Patent  Wood  Keg  Byndleate,  Lim.  t. 
Pearson  t.  Wiloook 
Peal  V.  The  London  and  North  Western  Railway 
Co... 

Petitioning  Creditor,  ex  parte;  inrs  a  Debtor 
Petitioning  Creditor,  ex  parte  The,     The  Debtor 
Petrie,  Davis  V.  .. 

Piercy  (deceased),  re;  Wbltwham  T.  Pieioy 
Pilling  re  ;  ex  parte  Salaman 
Ponsford,  Baker  Jk  Go.  T.  The  Union  of  London  and 

Smith's  Bank,  Um.       . .  . . 

Prefontaine  v.  Grenier 
Prest(m  (Tmstee  In  Bankraptoy  of)  v.  Gooka 

Bead,  Bate  T.  .. 
Beeve     Marsh  . . 

Bobbins  t.  Alexander ;  in  re  Samson   . . 
Bobbins,  in  re ;  Bobbins  <r.  Legg 
Boberts  (a  Bankrupt)  re 
Bobertson,  GillhamT. 
Boas  A  Co.,  Lim.  and  another,  Tweedle  t. 
Boben  ft  Ladenbnrg  v.  Gnat  Fingall  Oonsolidated 
Lim. 

Bushforkh,  n ;  rapopfe  Holmes 
Butheiund  t.  Thyne 

Salaman,  exparte;  n  Pilling 
Samson,  in  re;  BobUns  v.  Alexander  . , 
Selkirk,  Lim.,  re,  J.  H.  (Petition  of  Aaeooiated 

Newspapers,  Lim.) 
Shrewsbury  t.  Shrewsbury  . . 
Smither,  Blake  t. 
South  Australian  Land  Mortgage  and  Agenoy  Co, 

Lim.,  in  re  ISxej  King,  Mellor  v. 
Standard  Botaiy  Machine  Co.,  Lim.,  re 
Stanley  (Surveyor  of  Taxes),  The  Gnunophime  and 

Typevrriter,  Lim.  v. 
Stevenson  and  others,  Brjaon  f. 
Stevenson  v.  BexhiU  Corporation       , . 
Stieljens  v.  Walsbe  . . 

Strong  ft  Co.,  of  Bomsey,  Lim.  T.  Woodifield 
Swanley  Coal  Co.  v.  Denton 

Third  v.  Third   . . 
Tbyne,  Butherford  v. 
Trimble  and  Ben^^tt  v.  Goldberg 
Trustee,  ex  parte  v.  Kadish  ;  re  Lazarus 
Trustee,  ex  parte  The ;  re  Bisnnett 
Trustee,  ex  parte  The ;  re  Tyler 
Tweedie  v.  Boss  ft  Co.,  Lim.,  and  another 
Tyler,  re;  exparte  The  Tmstee 

Union  of  London  ft  Smith's  Bank,  Lim.,  The 
Ponsford,  Baker  ft  Co.  T.. . 

Van  Laun,  re;  ex  pari*  Ohattertm    . . 
Vickers,  Maxim  ft  Co.,  ns  . . 

Walshe,  Stieljens  v. 
Wells  and  others.  Doughty  v. 
White  T.  Havaaida,  ^ parte;  re  Button 
Whitwham  t.  Pierey ;  re  Fieroy  (deceased) 
Wiloook,  Pearson  v.  . .    ,        . .  , 

WoodifleU.  Strong  ft  ^?^if4^©^ 


u«caiiilMr  39,  1906. 


INDEX 

TO 

SUBJECTS  OF  CASES. 


ACCODNTANOT  AND  AUDITING. 

Aeeoantant — ^Honey  Paid  for  proonring  Andltorships 
AeomuUaait'i  Chsiges 
ElectiTe  Auditor's  DatleB   . . 
MiHtKtaments  in  Aooounta — Dntjr  to  Deteot 


ADMINISTEATIONS. 

Adminiifaation  Ozdar — Judgment  for  Debt  inoumd 
MibMQnently  to  Order 

Aaimity — Dwth  befbra  ParohMo  of  Govemment 

Contingent  LiablliUes— Retention  of  AlMti 

EaUte  Dnty^Polioy  o(  Life  Anaranoa— "  Interert 
PanhMsd  or  Frorlded  by  DeoeMad" 

Bight  of  Pieferenoe— fipeoiiliy  Gredltors 

Statates  and  Boles— 

AdmioiBtration  of  Eatates  Act,  1609  (Hind* 
Palmer's  Act),  s.  1    . . 

Bankroptoy  Act,  18B8,  ■.  llfl,  u.  6 
Companies  Act,  1880,  sees.  8,  4,  6  .. 
PLauMM  Act,  189A,  I.  a,  M.  1  (d)  .. 

Teaant-for-Ufe  and  BemalntUsnaan  —  Oa^tal  or 
Inoonia 

it  I,   Bemafnderman — Haxardoos 

Securities 

„  „   Bemalnderman— Bepayment 

of  Capital  by  Oompany  oat 
of  Profit*— Ga^taf  or 
Inooma 

Trortaa— 4loU(rftor— Powax  to  Cbaiga  .. 

mi^Anitniky  Payable  oat  of  Iiuam»— Attamatin 
Amnd^' — Cbarge  on  Oorpos 


PAOB 

87 
87 
17 
61 


37 
66 

8S 
OT 

67 

1 

86 
8fi 

67  77 
64 


85 
77 

86 


BANKBUPTCIES  AND  ZNSOLTENCIES. 

After-aoqnired  Property— Intervention  by  Trustee 
Attaelimairt 

Bankmploy  Notloa 


83 
49 

9 
66 


FAGB 

BANKRUPTCIES  AND  INSOLVBNCIBS-MMttMMrf. 

Oompodtlon  or  Atxaogement  with  Cxaditon— Dli- 

quaHfioatlon   ..                           ..  1 

Fraudulant  Fxafacenoa      . .           . .            . .  67 

Money  Mut  to  Bankrapt— Tnittaa's  Oaty  to  aok 

Equitably                    ..            ..            ..  gS 

Mor^g^a— Be-delivary  of  Saoority                  . ,  88 

Mutual  Dealings  66 

Petition— Dismissal  of      . .           . .    _       , .  9 

Power  of  Trustee  to  Compromise  Claims  ...  9 
Preferential  Claim— Traveller  p^d  by  Salaiy  and 

Commisaion    . .             . .'            . .            . .  8 

Property  of  Banbupt— Pramlama  on  Ftdldai     ..  67 

„                 Bepated  Ownenhip        . .  S 

Protected  Transaotiou       . ,            . .           . .  88 

SoUoltor's  Bill  of  Goata                   . .  78 

Btakntea  and  Balaa— 

Bankruptcy  Act,  1888. 


aw 


8S 
48 

a.  44  ..96 
a.  44. 

s.  48 
B.  49 

I.   63  (2)  .. 
s.  64 

a.   67,  sa.  6 
a.  69.  aa.  8 
a.  ISS 
a.  168 

Seli.9,  r.Sa 

Local  Oovemment  Act,  1894,  a.  46  (1)  (e)  .. 

PjMerential  PHments  in  Bankraptoy  Act, 
1886,  a.  1.  aa.  1(b)  .. 

Bollcitoxa  Act,  1848.  a.  41 
„  1870,  a.  4 
„       Bemnneration  Act,  1881,  a.  8 

Trofltee,  Payment  to— Salary  or  Znoome 

Und^^a^e^  Bankrupt— Aftwr-aoqulred  Equitable 


66 
88  88 
67  83 
S 
67 
88 
81 
36 
9 
9 
1 
86 
78 


78 
76 
76 

81 


as 


COMPANY  LAW. 
Contraot  before  Fonnation  . . 

oommenoe  Businaaa — 


Date  when  entitled  to 

Previous  Oontraote 
Debentare— Gftmiahea  Ordtt^bfei 


erity/^le  « 


Supptomtot  toTAe  Hcmntaia.     ^  Lrecemoer  39,  1900. 

6  INDEX  TO  THE  AOCOONTANT  LAW  BBPOBTS.         Vol.  XXXV. 


PAGI 

COMPANY  LAW-eoMMiMrf. 

I>alwiitares— FlMtliig  Ohann,  Priori^  . .  07 
, ,        Interest  on— Payment  oat  of  Bersnne 

orOapitaJ    ..             ..  58 

„         BegiBtntion  ..             ..            ..  29  41 

„        Tnut  Deed— Power  to  Inmt  in 

Idoeneed  Fropacty  6S 

Friendly  Soolefy— Wlndlng-np          . .           . .  12 

General  Meeting— BegosiUon  by  Jdnt  Ebililers  ot 

Bhum                                 ..           ..  80 

Memorandum  of  Assooiation,  Alteration  tA  tl 

Fetitiran  to  Wind-ap  Oaemsey  Oompany           ^»  81 

IMlway  Ccnnpany— Dlreotor  OanTasaiog  for  Votoe  69 
Bednotionof  Ca^                                  ..  3  41  68 

Begirter— Beotlfioation  of  ..            ..  11 

„ .           „            „  — Misleading  Proipeotns  79 

Secret  Beeerre — Auditor's  Duty                     . .  3 

Btatatee  and  Bnlei— 

GompanieB  Act,  1863,  1.   17  9 

..    B.  164       ..            ..  36 

1867,  1.     9        . .            . .  68 

■  ,.           „           B.   18        ..             ..  68 

.,  1877,  8.     8        ..             ..  68 

„     8.     4        ..             ..  3  68 

1900,  s.     6  (3)   ..             ..  11 

  "                      ..  36 

 •-   14  (1)  ..            ..  89 

„                 „     8.   16        ..             ..  41 

„     „     secB.  21  23..             ..  8 

„        Winding-up  Bales,  1908,  r.  36     . .  83 

Preferential  Payments  in   Bankmptoy  Act, 

1888,8.  1  B8.  1  (6)..  45 

„         F»menti  in  Bankraptoy  (Amend- 
ment) Aet.  1697.  MCik  3-8  45 

Winding-up— Chnnpany  Limited  by  Ooarantee   . .  8 

DispatedDebt            ..           ..  88 

„  Praudulent  Preference  , .  . .  26 
,,        Name  Ordered  to  be  Bestored  to 

Begister  41 

„        BeoonBtmotlon            ..           ..  68 

„         Yoloutaiy  Winding-up  Pending     . .  56 


INCOME  TAX. 


Deduotion  of                  ..            ..  ..  6 

DeduoUons  from             . .           . .  . .     38  60 

*•  Fenon  reeiding  In  the  United  Kingdnn  '*  81 

PxofitB  in  Foreign  Company            . .  fiO 


PACE 

INCOMEITAX— rmtfmwf. 

Statutes  and  BuleB— 

Inoome  Tax  Aot,  1843,  s.  60,  No.  IV.           . .  C9 

„      „     „      „     s.  100,  oases  1  «&  3,  r.  1  28 

„      „     „      „     sees.  102, 108           . .  6 

  18fi8,  «.  a.  8oh.  D.            ..  31 

„      „           M    Boh.  D.    ..  38  50 

Lioendng  Aet,  1904,  s.  8,  h.  8  69 


mSGELLAKEOnS. 

Bill  of  Bxobange— Alteration  ..  ..  33 

„   ,,  Sole— Form  in  Sohednle— Devlaition  from ..  47 

Oheqoe- Fraudulent  Alteration  of     . .  43 

OrosBed  Cheque  —  Giving  Credit  before  Cheque 

cleared         ..  ..  ..  ..  71 

Money-lender — BegiatraUon  of  . .  . .  69 

Principal  and  Agmi  . .  . .  38 

Beitraint  of  Trade  59  86 

Stamp  Dutiy — Increase  of  Capltsd      . .  33 

Statute  of  Limitations- Aoknowledgment         . .  84 

Statutes  and  Bnles— 

Bills  of  Exchange  Aot,  1882,  s.  64  . .  83 

„  >,     ..  1(a)    ..  83 

SaleAot,  1883,  §."9.  Formin  Sobedole  47 

Lord  Tenterden's  Aet,  a.  1  . .  84 

Money-lenders  Aot,  1900, 1.  3,  as.  1  . .  69 

Stamp  Aot,  1891,  8.  84  . .  . .  . .  83 

„      .«   8.  U8(8)  ..  33 


PABTNEB8HIPS. 

Lien  of  Partner's  BMontora  on  Assets  of  Partner- 
ship ..  ..  ..  8 

Statutes  and  Bules— 

Partnership  Act,  1890,  s.  89        . .  . ,  8 

Tranaaotton  by  Partner  outside  Scope  of  Partner- 
ship—Bight  to  Share  Profits         ..  ,,  34 


BECEIVEBBHIFB. 

Debenture-holders— BeoelTer  appointed  1^  Oourt— 

UabiliW  on  Unexecuted  Contract   . .  . .  87 

Partnership— Beoeiver  52 


Digitized  by  Google 


uecemoer  29,  1900; 


Digitized  by 


Google 


Digitized  by 


Google 


The  Accountant 

THE  RECOGNISED  WEEKLY  ORGAN  OF  CHARTERED  ACCOUNTANTS 


AMD 


ACCOUNTANCY  THROUGHOUT  THE  WORLD. 


Vol.  XXXV.— New  Series.— No.  1648.] 


SATURDAY,  JULY  7,  1906. 


[Price  6d. 


A  PLEASANT  SURPRISE ! 


The  Talne  and  utility  of  Ibe  Flat  or  Sepante  Pillnf  System 
is  now  general  Ijr  ncofniaad. 

W«  beli«v«  OUT  PILE  to  b« 

THE  CHBAPBST  AND  BEST  ON 
THE  MARKET. 

And  shall  be  happjr  to  send  yoa 

A  FREE  SAMPLE  FOR  COMPARISON. 


Write  foe  one  at  onca  to— 


TOLLIT^HARVEY 


AccooNT  Book  ExPBRTsAMANnrACTURiNaSTATioHBits, 

D«rL**ju"  n  GuauM  nvm,  lohdoii. 


,  Wheatley  Kirk,  Price  &  Co.t 

TALUBRS,  JLOCTIONES^RS  ft  ASBITRATOBS 

OF  BVSMY  DBSCRtPTtOH  OF 

VOBXI,  VLAKf  ,  HtOHUnRT.  *  STOCK. 

wmmiaatCAL  valuatIOkw  at  smcial  katem 

BMLtm  OP  ■rojiJM  mr  mvArm  Tmait. 
PAMniK»»Him       nroiHcmm  PaorsMion  dUtaunw 


The  Accountant, 

TiLBrHom  No.  r3«  Cintral.    34  Mooroate  Striet,  Lomdom,  B.C 


Tbb  AccotnrTAirr  is  printed  and  published  in  time  tot 
Friday  Evening*!  Hail. 


TERMS  OF  SUBSCRIPTION  {fayabU  in  advanct). 
Fet  annnm,  pott  free  (United  Kingdom)        ...  j^t  4 
H  •>      (Foreign   and   Colonial)     1  6 

RATES  FOR  ADVERTISEMENTS. 

Pn>q>ectnsc«  and  Companj  Notices,  per  page  ...  j^s  o 

HaU'page  AdTcrtieeoiwit    3  o 

Qoarter-page  Advertiaement    115 

Trade  Notices,  per  indi    o  5 

Auction  Sales,  Ac,  per  line   o  o 

Partoeiships,  Situations  vacant — 

Minimum  cbazge  for  33  words    o  a 

Per  line  aftenrarda    o  • 


46  Watling  Street,  London.  E.a 

•Ml  ALBERT  SQUARE.  MANCHESTER. 
TmLMnmt*  5,077  BAm.    TBlborami— "INDICES,  LONDON 


XeaNno  articles. 


The  Scope  of  an  Auditor**  Duties. 


I N  the  present  state  of  public  opinion  anyone 
who  has  a  word  to  say  in  favour  of  the 
manner  in  which  American  life  insurance 
companies  transact  their  business  runs  a 
very  considerable  risk  of  coming  in  for 
a  fair  share  of  criticism,  and  may  consider 
himself  fairly  fortunate  if  his  bona  fides  in  the 
matter  is  not  directly  impugned.  The  effective 
observer  of  human  nature  will  notice,  however, 
that  upon  such  occasions  when  sentiment  is  apt 
to  supplant  judgment,  the  man  in  the  street  is 
apt  to  come  in  a  very  bad  second  as  compared 
with  the  daily  press.  But  even  allowing  for  all 
these  considerations,  which  it  would  certainly 
be  most  unwise  to  leave  out  of  account,  we 
must  confess  to  a  certain  feeling  of  surprise  at 
a  paragraph  which  appeared  in  a  recent  issue  of 
The  Financial  News^  attacking  the  cei^jficate 
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given  by  Messrs,  Price,  Waterhouse  &  Co., 
Chartered  Accountants,  in  connection  with  the 
accounts  of  the  New  York  Life  Assurance 
Company. 

The  certificate  referred  to  is  stated  to  have 
contained  the  following  paragraph,  to  which 
exception  is  taken : — "  The  general  administra- 
"tion  of  the  company  is  well  organised,  its 
"  management  is  sound,  its  business  methods 
"  and  system  of  collecting  premiums  are 
"  effective  and  economical,  and  its  books  and 
"  records  are  well  and  accurately  kept.'* 

Our  contemporary  states  that  statements 
which  deal  with  the  "  general  administration  " 
of  a  company  can  only  rest  on  the  vaguest  of 
premises,  and  adds  that  it  passes  its  compre- 
hension how  such  a  firm  could  possibly  certify 
that  the  general  administration  of  a  company 
vras  well  organised. 

We  have  not  the  whole  certificate  before  us, 
and  do  not  know  when  and  under  what  precise 
circumstances  it  was  given,  nor  whether  it  was 
given  for  publication  among  policy-holders  or 
was  part  of  a  report  to  the  head  office 
administration  on  the  management  of  the 
outlying  branches.  Nevertheless,  and  grant- 
ing, in  view  of  recent  events,  the  courage 
of  a  firm  of  accountants  who,  in  the  face  of 
recent  disclosures,  are  apparently  prepared  to 
give  a  clean  bill  of  health  to  the  management 
of  a  life  insurance  company  transacting  business 
in  the  United  States,  we  may  point  out  that,  so 
far  from  its  being  a  practical  impossibility  for 
an  accountant  to  certify  whether  the  general 
administration  of  a  company  is  well  organised, 
it  is  in  the  nature  of  things  one  of  the  points 
upon  which  the  intelligent  and  experienced 
auditor  would  naturally  seek  to  satisfy  himself 


before  giving  any  certificate  or  report  whatever. 
Bearing  in  mind  that  of  necessity  the  auditor 
of  a  really  large  and  important  undertaking 
cannot  by  any  possibility  verify  at  first 
hand  every  single  transaction  that  has  taken 
place,  it  is  clear  that  for  some  purposes  at 
least  he  must  rely  upon  evidence  produced 
to  him  at  second  hand  that  such  verification 
has  been  performed  by  others,  those  others 
being  in  the  employment  ofthe  company  whose 
accounts  are  the  subject  of  inquiry.  Before 
accepting  such  evidence  as  being  of  any  value 
whatever,  it  becomes  the  duty  of  the  auditor  to 
satisfy  himself  that  there  is  in  existence  an 
efficient  system  of  internal  check  such  as  would 
render  any  serious  inaccuracy  of  the  accounts 
as  a  result  of  individual  dishonesty  a  matter 
of  practical  impossibility..  Having  satisfied 
himself  upon  that  point — which  we  regard  as 
in  all  cases  absolutely  necessary — the  auditor  is 
in  a  position  to  definitely  state  that  in  his 
opinion  the  general  administration  of  the 
company  is  well  organised. 

To  state  that  the  management  is  sound 
raises  a  somewhat  different  issue.  Speaking 
quite  generally,  and  apart  from  this  certificate 
or  the  assurance  company  concerned,  a  busi- 
ness  may  be  thoroughly  well  organised  from 
top  to  bottom,  and  it  may  be  that  not  so  much 
as  a  postage  stamp  is  pilfered  in  the  course  of 
a  twelvemonth,  and  yet  there  may  be  corrup- 
tion at  the  head  if  not  at  the  root  of  the  whole 
undertaking ;  and  if  the  head  be  corrupt,  the 
management  cannot,  of  course,  be  entirely 
sound,  for  all  management  proceeds  from  the 
head.  It  is  thus  an  open  question  whether 
the  ordinary  routine  work  of  an  audit  would  in 
all  cases  justify  the  auditor  in  certifying  that 
"the  management  iScf^fn|§^;@Cf€5gtee^y 
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it  is  not  a  little  amusing  to  observe  that 
this  is  just  the  one  clause  that  our  contem- 
porary has  omitted  to  criticise,  thus  showing 
its  incapacity  to  duly  appreciate  the  crux  of 
the  matter  at  issue. 

With  regard  to  the  statement  that  the  com- 
pany's business  methods  and  system  of  collect- 
ing premiums  are  effective  and  economical,  that 
is,  of  course,  in  the  nature  of  an  expression  of 
opinion,  but  it  is  capable  of  being  verified  so 
closely  as  to  become  almost  a  question  of  fact. 
The  cost  of  collection  and  the  proportion  of 
irrecoverable  items  can  be  readily  ascertained 
from  a  detailed  inspection  of  the  books,  and  a 
comparison  of  the  result  with  those  achieved 
by  other  companies  carrying  on  a  similar  class 
of  business  would  provide  the  necessary  data 
to  enable  anyone  to  express  a  reliable  opinion 
upon  so  comparatively  simple  a  matter.  In 
the  same  way,  it  is  clear  that  if  anyone  is  in  a 
position  to  express  an  opinion  as  to  whether  or 
not  the  books  and  records  of  a  company  have 
been  well  and  accurately  kept,  it  must  be  the 
accountant  whose  duty  it  has  been  to  audit  the 
accounts  and  verify  the  books  and  records. 
An  accountant  who  has  had  no  experience 
whatever  of  other  undertakings  carrying  on  a 
similar  business  might,  of  course,  be  misled 
upon  such  a  point,  and  might,  in  ignorance  of 
the  methods  pursued  by  other  undertakings, 
arrive  at  the  conclusion  that  those  with  which 
he  had  become  acquainted  were — inasmuch  as 
they  answered  their  immediate  purpose — 
entitled  to  be  regarded  not  merely  as  accurate, 
but  also  as  well  kept ;  but  to  a  firm  of 
Messrs.  Price,  Waterhouse  &  Co.'s  experi- 
ence, such  a  reservation  is,  of  course,  absurd. 
It  may  be  taken  for  granted  that  when  they 
express  such  an  opinion  they  do  so  bearing 
in  mind  what  is  usual  among  other  similar  ■ 


concerns;  and  if  they  have  expressed  the 
view  that  the  books  and  records  of  a  com- 
pany are  well  and  accurately  kept,  it  may  be 
safely  assumed  that  they  are  as  well  and 
accurately  kept  as  those  of  any  similar  concern. 
If  our  contemporary  wishes  to  quarrel  with 
this  finding  it  must  of  necessity  impugn  the 
good  faith  of  Messrs.  Price,  Waterhouse  & 
Co.,  and  that,  of  course,  it  carefully  abstains 
from  doing  by  prefacing  its  comments  with  the 
statement  that  concerning  the  standing  of  that 
firm  as  accountants  there  can  be  no  two 
opinions. 

For  our  own  part,  we  cannot  help  thinking 
that,  in  view  of  the  general  distrust  that  has 
arisen  in  the  minds  of  the  British  public  con- 
cerning the  position  of  all  American  life  insur- 
ance companies,  the  New  York  Life  Assurance 
Company  has  been  well  advised  to  secure  what 
may  be  regarded  as  a  clean  bill  of  health  from 
its  auditors.  And,  while  fully  appreciating  the 
importance  of  no  such  bill  of  health  being  given 
save  after  the  most  careful  and  exhaustive 
inquiry,  we  cannot  too  strongly  protest  against 
the  suggestion  put  forward  by  our  contem- 
porary that  it  is  incompetent  for  an  accountant 
to  express  an  opinion  on  the  general  adminis- 
tration, organisation,  economy  of  management, 
and  accurate  bookkeeping  of  any  business 
undertaking. 


Municipal  Tre««urer«'  Conterence. — 11. 


DY  way  of  further  extending  the  point 
^    in  regard  to  Sinking  Fund,  dealt  with 
,  in  our  last  issue,  and  presumably  of  bringing 
it  down  to  the  grasp  of  the  general  public, 
'  Mr.  Thorpe  states  that  if  a  private  trader 
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leafees  his  premises  and  simply  pays  an 
annual  rent  for  twenty  or  thirty  years, 
the  premises  still  belong  to  the  lessor  at  the 
end  of  that  period,  whilst,  on  the  other  hand, 
a  municipality  would  have  paid  out  of  its 
profits  not  only  the  interest  to  the  mortgagees 
which  is  equivalent  to  the  lessee's  rent,  but 
have  paid  for  the  premises  in  addition.  With- 
out pausing  to  inquire  what  would  be  the 
residual  value  of  a  twenty  or  thirty  years'  lease 
to  the  lessee  at  the  end  ot  the  'prescribed 
period,  we  may  point  out  that  the  pro  forma 
case,  irrelevant  as  it  is,  has  not  the  merit 
of  being  fairly  stated.  A  private  trader 
who  leases  his  premises  for  twenty  or  thirty 
years,  or  for  any  other  period,  in  addition 
to  charging  the  annual  rent  payable  to  the 
lessor  against  current  revenue,  writes  off 
against  Revenue  during  the  period  of  the  lease 
the  amount  of  the  original  premium  paid  by 
him  at  the  commencement  of  his  tenure,  so 
that  at  the  time  his  lease  expires  the  whole  of 
the  expenditure  incurred  by  him  from  first  to 
last  in  connection  with  the  matter  has  been 
equitably  written  off  against  Revenue  in  succes- 
sive years.  In  the  case  of  a  local  authority,  if, 
in  addition  to  charging  interest  on  loans  and 
annual  ground  rent  against  Revenue,  a  Sinking 
Fund  has  been  accumulated  sufficient  to 
redeem  the  original  debt,  at  the  expiration  of 
the  lease  the  position  attained  to  is  exactly 
the  same  as  that  of  the  hypothetical  private 
trader— no  better,  no  worse.  It  is  absurd 
to  speak  of  the  local  authority  having  paid 
for  the  premises  in  addition,  when  the  owner- 
ship of  the  premises  has  passed  back  to  the 
lessor.  It  is  mentioned  that  Bradford  has 
completed  the  purchase  of  one  of  its  public 
baths  through  the  operation  of  its  Sinking 
Fund.    Doubtless,  however,  the  land  i^>on 


which  the  bath  was  erected  was  the  corpora* 
tion's  freehold,  in  which  event  the  example 
cited  is,  of  course,  valueless  for  the  purpose  of 
illustrating  the  principle  which  it  is  sought  to 
advance. 

We  entirely  agree  that  misrepresentation, 
even  from  a  selfish  point  of  view  (whatever 
[  that  may  mean,  for  we  can  conceive  no 
unselfish  form   of  misrepresentation),  is  as 
impolitic  as  it  is  unwise;  and  surely  this 
generalisation  applies  with  as  much  force  as  it 
ever  could  apply  to  such  a  statement  as  this : 
"  The    Sinking    Fund  of    the  corporation 
"  gradually  and  surely  pays  off  the  whole  of 
'*  the  borrowed  capital,  after  which  the  rate- 
"  payer  becomes  the  absolute  owner  of  the 
"  property  which    he    has  created.  That 
"  property  becomes  thenceforward  a  profit- 
"  making  power ;  it  creates  wealth  for  the 
"  community,   promotes    its    comfort,  and 
"  raises    the   common   standard    of  life.'* 
Here  we  have  again,  in  clear  words,  a  definite 
statement  that  the  effect  of  the  Sinking  Fund  is 
to  gradually  redeem  debt  and  to  thereafter  place 
the  local  authority  in  possession  of  assets  in  a 
full  state  of  efiiciency  as  profit-makers.   If  all 
assets  lasted  for  ever,  or  if  Revenue  were 
charged  from  year  to  year  with  a  sufficient  sum 
to  make  good  any  shrinkage  in  value  which 
actually  takes  place,  this  would,  no  doubt,  be 
a  statement  of  fact,  but  not  otherwise;  and  how, 
I  in  the  absence  of  due  provision  for  deprecia* 
'  tion,  Mr.  Thorpe  proposes  to  maintain  hts 
wasting  assets  in  a  perpetual  state  of  efficiency 
I  it  would  be  most  interesting  to  know.   As  we 
have  repeatedly  stated,  the  same  charge  against 
Revenue  cannot  by  any  possibility  serve  two 
j  distinct  purposes.    The  Sinking  Fund  instal- 
,  ment  is  earmarked  for  the  redemption^  debt. 
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expresses  the  official  views  of  the  Society  of 
Accountants  of  Edinburgh. 

It  appears  that  in  Scots  Law  a  very  great 
part  of  the  session  is  occupied  with  that  which 
an  accountant,  as  such,  has  no  concern  in,  while 
some  of  those  subjects  which  he  really  requires, 
such  as  Bankruptcy  and  Company  Law,  are  of 
necessity  less  fully  treated  than  he  would 
desire.  It  is,  moreover,  pointed  out  that  in 
Conveyancing  also  the  accountant  student  is  at 
a  decided  disadvantage  as  compared  with  a 
law  student,  in  that  the  latter  is  in  more  or  less 
daily  contact  with  documents  and  phrases 
which  are  empty  abstractions  to  the  former, 
who  in  consequence,  if  he  does  attempt  to  do 
well,  has  the  mortification  of  seeing  himself 
outstripped  by  others  who  are  by  no  means  his 
intellectual  superiors.  Why  a  Chartered 
Accountant  in  Scotland,  or  anywhere  else, 
should  be  expected  to  po^ss  the  slightest 
knowledge  of  so  highly  technical  a  law  subject 
as  Conveyancing  we  are  utterly  at  a  loss  to 
understand.  But  we  can  quite  appreciate  that 
he  would  be  at  a  material  disadvantage  to  the 
average  law  student  at  an  examination  follow* 
ing  such  a  course  of  University  lectures;  and, 
assuming  he  should  take  his  defeat  seriously, 
the  result  might  well  be  discouraging.  Accord- 
ing to  our  contemporary,  however,  the  Edin- 
burgh accountant  student  appears  to  regard 
the  whole  matter  as  a  huge  joke,  which  may 
save  him  from  fits  of  unnecessary  despondency, 
but  can  hardly  be  said  to  effect  a  saving  of  .his 
time.  Assuming,  however,  that  the  value  of 
this  commodity  may  be  regarded  as  a 
negligible  quantity,  many  will  be  inclined  to 
think  that  he  might  do  worse  than  attend  a 


and  therefore  cannot  be  applied  for  renewals. 
It  is  therefore  in  no  proper  sense  of  the  term 
a  provision  for  wasting  assets.  The  most  that 
can  be  hoped  for  under  such  circumstances  is 
that,  if  the  assets  outlast  the  period  of  the 
loan,  when  the  necessity  for  renewal  arises,  the 
mjney  to  provide  for  such  renewal  may  be 
raised  by  further  borrowings,  and  thus  the 
cyxle  of  events  repeated.  To  suppose  that  the 
methods  at  present  employed  by  all  but  a  very 
small  minority  of  local  authorities  would  ever 
have  the  effect  of  producing  a  condition  of 
affairs  when  the  municipality  stands  in  posses- 
sion of  a  profit-earning  undertaking  freed  of 
debt,  is  to  look  forward  to  that  which, 
in  the  nature  of  things,  can  never  happen, 
and  would  never  be  expected  to  happen, 
and  would  scarcely  have  been  foretold  by 
anyone  with  a  proper  opinion  upon  the 
subject  at  issue. 


Aisociatlons  of  Accountants  and 
Professional  Interests. 


IN  common  doubtless  with  the  majority  of 
oar  English  readeiB,  we  have  hitherto  been 
ander  the  impression  that  the  arrangements 
bet«veen  the  Edinburgh  University  and  the 
Edinburgh  Society  of  Accountants,  under 
which  all  students  apprenticed  to  members  of 
the  last-named  body  were  required  to  attend 
courses  on  Scots  Law  and  Conveyancing  at 
the  University,  represented  a  distinctly  strong 
feature  in  the  training  of  an  Edinburgh  Char- 
tered Accountant.  This  impression  is,  how- 
ever, somewhat  ruthlessly  dispelled  by  an 
cditoriaJ  ^hich  appears  in  the  last  issue  of 
oar  Scottish  contemporary,  which  no  doubt 


course  of  University  lectures  on  ah^i^^^^ble 
subject  rather  than  ki^k  his  heels  ab^t  his 
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principal's  office  doing  nothing  at  all.  The 
Scottish  undergraduate  has,  however,  his  own 

methods,  and  some  of  these  at  least  seem  to 
have  been  acquired  by  the  C.A.  students 
attending  the  legal  lectures,  if  our  contem- 
porary's statements  can  be  implicitly  relied 
upon. 

The  statements  to  which  we  have  so  far 
alluded  are  not  put  forward  as  arguments  in 
favour  of  the  abolition  of  the  existing  arrange- 
ments between  the  Edinburgh  Society  and  the 
University^  but  in  support  of  a  plea  for  the 
expansion  of  the  Economic  Department  of  the 
University  from  the  pen  of  Professor  J.  Shield 
Nicholson,  which  appeared  in  The  Scotsman 
of  the  23rd  and  25th  April  last.  Our  contem- 
porary, while  cordially  supporting  this  plea, 
urges  its  further  extension  with  a  view  to 
instituting  a  Faculty  of  Commerce  and  creating 
Chairs  in  Accountancy  and  Mercantile  Law 
as  well  as  in  Economic  History  and  Geography. 
It  is  not,  it  seems  to  as,  very  material  whether 
the  instruction  given  in  specified  subjects  be 
undertaken  by  someone  described  as  a  Pro- 
fessor or  as  a  Lecturer,  so  long  as  it  be  of 
the  desired  nature  and  quality.  But  from  a 
University  point  of  view  the  point  to  be  aimed 
at  necessarily  is  not  the  institution  of  courses 
of  lectures  that  may  happen  to  be  suitable  to 
outside  bodies  so  much  as  the  formation  of  a 
definite  and  comprehensive  scheme  of  training 
that  will  confer  a  definite  and  appreciable  value 
to  a  degree  granted  to  those  who  have  passed 
through  that  course  with  satisfaction  to  their 
examiners.  At  the  same  time,  the  statement 
that  if  the  more  comprehensive  scheme  were 
to  be  undertaken  the  Society  of  Accountants 
would  probably  see  its  way  to  come  forward 
with  pecuniary  aid,  puts  the  whole  matter 
in  another  and  a  more  business-like  light, 


and  indicates  at  least  one  direction  in 
which  an  association  of  accountants  like  the 
Edinburgh  Society,  whose  scope  of  operations 
is  at  all  events  theoretically  limited  to  a  certain 
definite  territorial  area,  may  with  advantage 
embark  upon  schemes  for  the  advancement  of 
its  interests  which  would  be  extremely  difficult, 
if  not  wholly  impracticable,  in  connection  with 
a  larger  and  more  representative  body.  The 
Birmingham  Society  of  Chartered  Accountants 
can  either  collectively,  or  individually  through 
its  members,  assist,  and  in  its  turn  derive 
considerable  benefit  from,  the  University  of 
Birmingham,  and  the  Manchester  Society  can 
in  the  same  way  reciprocate  with  the  Victoria 
University  of  Manchester,  and  so  on.  But 
even  supposing  the  Institute  of  Chartered 
Accountants  were  to  entertain  the  idea  of 
approaching  the  University  of  London  with  a 
view  to  its  formulating  an  alternative  curriculum 
for  the  degree  of  Bachelor  of  Science  in  its 
Economic  section,  and  even  supposing  that 
the  University  were  to  be  prepared  to  look 
favourably  upon  the  idea,  there  can  be  little 
doubt  that  the  majority  of  provincial  members 
would  consider  that  any  really  substantial 
funds  applied  for  the  furtherance  of  such  an  end 
would  be  to  the  advantage  only  of  a  very 
limited  section  of  the  membership,  and  there- 
fore unfairly  spent. 

It  is  when  we  come  face  to  face  with 
such  a  problem  as  this  that  we  appreciate 
that,  in  spite  of  its  numerous  advantages 
in  other  directions,  London  is  in  point  of 
fact  somewhat  badly  served  in  others  by  its 
various  learned  and  profe^ional  societies. 
Doubtless  London  members  are  in  a  position 
to  derive  more  advantage  from  purely  general 
benefits  (in  consideration  of^-hich  Jliey,  of 
course,  pay  a  large^  tnSe^sei^  subs^iption) ; 
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bat  nothing  can  be  done  by  a  parent  society 
for  their  exclusive  benefit,  whereas  grants  in 
aid  may  be,  and  are,  made  to  provincial 
Societies  for  such  purposes.  Whatever  his 
walk  in  life  may  be,  it  is  to  the  disadvantage  of 
the  Londoner  that,  whereas  he  has  increased 
opportunity  of  enjoying  facilities  that  are  open 
to  the  nation  at  large,  he  has  practically  no 
local  facilities  whatever.  This  no  doubt  is 
very  largely  due  to  the  almost  entire  absence 
of  social  life  in  London  of  such  a  kind 
as  to  lead  to  these  special  or  professional 
facilities,  but  we  cannot  help  thinking  that, 
inasmuch  as  no  practical  difficulty  has  been 
experienced  in  founding  and  maintaining  in  a 
very  high  state  of  efficiency  the  Students' 
Society  for  London,  it  ought  to  be  equally 
practicable  to  found  a  society  for  practitioners 
upon  the  same  lines  as  those  obtaining  in  each 
of  the  leading  provincial  centres.  The  mere 
question  of  funds  certainly  cannot  of  itself 
represent  any  insuperable  difficulty,  and,  inas- 
much as  the  vast  majority  of  the  leading  prac- 
titioners are  Londoners,  the  question  of  a 
suitable  personnel  for  the  organising  body  would, 
one  would  imagine,  be  equally  capable  of 
ready  solution.  What  is  wanted,  it  seems  to 
us,  is  not  so  much  a  society  merely  existing  in 
name,  holding  meetings  which  practically  no 
one  attends,  and  transacting  business  in  which 
but  few  take  a  personal  interest,  but  rather  an 
association,  even  if  only  of  quite  limited 
membership,  where  practitioners  may  have 
opportunities  of  meeting  each  other  from  time 
to  time,  discussing  such  questions  of  interest 
as  may  arise,  and  of  generally  conferring  with 
a  view  to  the  furtherance  of  objects  for  their 
mntnal  benefit  and  that  of  the  profession  at 
large.  Incidentally,  it  may  be  pointed  out 
that  the  establishment   of  such  a  London 


Society  would  place  the  Metropolis  upon  an 
equality  with  the  provinces  with  r^ard  to  so 
important  a  matter  as  representation  upon  the 
Council  of  the  Institute.  At  the  present  time, 
as  has  been  frequently  pointed  out  in  response 
to  criticisms  expressed  at  various  general  meet- 
ings, the  provincial  members  of  the  Council 
are  for  all  practical  purposes  elected  by  their 
respective  local  Societies,  subject  only  to  the 
more  or  less  formal  approval  of  the  Institute 
itself — a  system  which  possesses  many  advan- 
tages of  a  general  election  without  any  of  its 
attendant  and  somewhat  obvious  drawbacks. 
We  put  this  forward  not  as  a  reason  for  the 
establishment  of  a  London  Society,  but  as  one 
of  the  ways  in  which  such  a  society  might 
be  found  to  be  more  ^nerally  advantageous  if 
it  existed. 

It  was  at  one  time  hoped  that  the  Chartered 

Accountants'  Dining  Club  would  serve  this 
useful  purpose  of  bringing  Metropolitan  mem- 
bers together,  but — whatever  the  reason  may 
have  been — the  effort  has  not  been  successful, 
so  far  at  least  as  this  purpose  was  concerned. 
The  Masonic  Lodge,  which  was  conse- 
crated last  week,  may  perhaps  stand  a 
better  chance,  but  it  is  the  general  opinion  that 
very  large  lodges  are  rarely  an  unqualified 
success ;  and,  of  course,  it  would  have  to  be  a 
very  large  lodge  to  hold  any  appreciable  pro- 
portion of  the  London  members  of  the 
Institute.  We  are,  therefore,  perforce  driven 
back  to  our  original  idea  of  a  London 
Society  upon  the  lines  of  the  various  provincial 
Societies ;  and  there  are  no  grounds  for 
supposing  that  it  would  not  in  practice 
accomplish  many  desirable  objects* 
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UdeeMs  note?* 


„  _  ^  The  annual  meeting  of  the  Court  of 
Th*  Sock  " 

LiU  JUmmnca  Proprietors  of  the  Rock  Life  Assurance 
CoBpaay.  Company  was  held  on  the  31st  Maylast, 
when  the  accounts  for  the  year  ended  the  31st  December 
1905,  the  hundreth  year  since  the  establishment  of 
the  company,  were  submitted  and  approved.  These 
accounts  show  that  during  the  past  year  1,530  new 
policies  had  been  issued,  assuring  £777fi^7  pi'o- 
duciog  a  premium  income  of  ^34,761,  the  total  net 
premiums  for  the  year  being  ^£'312,278.  In  the  Accident 
Insurance  Department  the  net  premiums  werej^44,6ii, 
and  the  claims  £26,404.  The  company's  Balance 
Sheet  shows  an  unusual  feature,  namely,  shares  of  the 
company  pnrchased  by  itself  which  figure  as  an  asset 
for  /'527,532,  the  authority  for  the  transaclion  being 
contained  in  the  company's  private  Acts  of  1864  and 
1889.  No  doubt  these  transactions  are  stated  in  the 
form  required  by  the  statutes  in  question,  but  we 
cannot  help  thinking  that  the  portion  of  the  company 
would  be  better  shown  if  the  shares  purchased  were 
deducted  from  the  issued  capital,  In  which  event  the 
assets  would  not  be  swollen  by  an  amount  exceeding  half 
a  million  sterling,  which  cannot  be  properly  regarded 
as  actually  available  to  meet  such  claims  as  may  arise. 
In  addition  to  the  three  lay  auditors,  the  accounts  ' 
have  been  submitted  to  a  weekly  continuous  audit  by  ' 
Messrs.  Ball,  Baker,  Deed,  Cornish  &  Co.,  Chartered  ' 
Accountants,  whose  signature  also  appears  at  the  foot  ' 
of  the  audit  certificate.  The  securities  are  stated  to 
have  been  taken  at  the  figures  shown  in  the  Balance 
Sheet  at  the  last  quinquennial  valuation  in  December 
1902,  when  the  whole  of  the  investments  were  specially 
investigated  and  revalued  by  the  directors,  and  the 
investments  bought  subsequently  to  that  date  are 
stated  to  have  t>een  included  at  cost  price.  There  can  ' 
be  little  doubt  that  in  the  course  of  the  three  years 
there  must  have  been  a  shrinkage  in  the  value  of  these 
investments  in  the  aggregate,  but  the  amount  of  that 
shrinkage  cannot,  of  course,  be  gauged  from  an  inspec- 
tion of  the  published  accounts,  and  is  nowhere  stated. 


AeeooDtaiiu      A  correspondent  has  forwarded  to  us  a 
AdYwrtitiBtf.     somewhat  amusing   touting  circular 
which,  he  states,  was  recently  received  by  one  of  his 
clients.   This  circular  states  that  knowing  from  past 
experience  that  many  City  firms  will  not  retain  the 


services  of  a  professional  firm  of  accountants  to  verify 
the  accuracy  of  their  books  at  regular  periods  on 
account  of  the  heavy  fees  charged  in  the  profession, 
and  on  account  of  the  great  lack  of  interest  taken  in 
their  clients,  the  writers  venture  to  ask  to  be  allowed 
the  privilege  of  submitting  an  estimate,  and  there  are 
two  other  paragraphs  to  the  same  effect.   The  firm  in 
question  is  stated  at  the  head  of  its  note-paper  to  have 
been  established  in  1848  and  to  have  offices  in  three 
difiFerent  parts  of  England,  but  its  name  does  not 
appear  in  "The  Accountants'  Directory."    It  is  to 
be  assumed  that  unless  such  circulars  sometimes 
attracted  business  they  would  not  be  issued,  although 
it  is  certainly  difficult  to  conceive  how  any  busi- 
ness house  can  be  so  simple  as  to  entrust  such 
an  important  duty  as  the  audit  of  its  accounts  to 
entirely  unknown  persons  who  do  not  even  conduct 
their  business  in  accordance  with  the  recognised  rules 
of  professional  etiquette.    We  have,  however,  upon 
many  occasions  pointed  out  how  the  practice  might  bo 
effectively  stamped  out  in  a  very  short  space  of  time, 
assuming  that  it  was  thought  worth  while  to  take  the 
trouble.    We   have   su^ested   that   the  Institute 
should  follow  the  practice   of  the  Committee  of 
the  London  Stock  Exchange  and  spend  a  certain 
amount  of  mon^  each  year  in  advertising  in  the 
columns  of  the  press  the  &ct  that  its  members 
are  not  allowed  to  advertise,  stating  where  and 
at  what  price  official  lists  of  members  can  be  pur- 
chased, so  that  those  deshrons  of  doing  business  witl 
qualified  Chartered  Accountants,  and  with  them  alone 
might  be  provided  with  a  ready  means  of  making  surt 
that  they  carried  out  their  intention. 


„  ^      In  our  issue  of  the  23rd  ult.  we  mer 

tevatlMi  and  lu  tioned   that,  owmg  to  the  attitud 

OOeial  Mltor.  adopted  by  the  Dublin  Corporatio 
and  its  Town  Clerk,  it  bad  been  necessary  for  M: 
J.  W.  Drurjs  the  Local  Government  Board  Auditor,  t 
apply  to  the  Court  for  a  mandamus  to  compel  th 
production  of  the  necessary  books  and  accounts  1 
enable  the  audit  to  be  made.  After  a  slight  dela; 
rendered  necessary  by  the  view  adopted  by  the  Loi 
Chief  Baron  that  the  Corporation  should  be  joined 
the  proceedings,  the  Court  has  granted  the  mandam 
asked  for,  and  indeed  it  is  difficult  to  see  what  otb 
course  was  open  to  it.  The  Corporation  seems  to  ha' 
taken  a  singularly  wrong-headed  \-iew  wi^regard  to  t1 
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nutter  from  first  to  laut,  and  cannot  be  said  to  have 
improved  a  bad  case  by  having  recourse  to  per- 
sonal abuse  which  would  certainly  be  regarded  as 
sarprising  anywhere  outside  Ireland.  The  cafe,  as  it 
(urns  oat,  is  of  little  or  no  prores>ional  interest,  save 
that  it  saggests  perhaps  that  some  Corporations  have 
ioflated  ideas  as  to  their  powers  and  as  to  the  control 
that  the  Local  Government  Board  is  entitled  to 
etercise. 


Iht  WnalafMn  In  onr  next  issue  we  shall  commence 
tmaU  Am  Cum.  (he  first  of  a  series  of  articles  dealing 
folly  with  the  important  decision  delivered  by  Mr. 
Jastice  Buckley  last  weeic  in  the  action  of  Newton  v. 
Iht  Birmingham  Small  Arms  Company,  lAm.,  as  to  the 
power  of  a  company  by  its  ai  tides  of  association  to 
create  a  Se<:ret  Reserve,  and  to  withhold  from  the 
aoditor  the  right  of  reporting  to  the  shareholders 
thereon. 


On  and  after  the  ist  inst.  the  poundage 
iBfravMMBtB.  on  money  orders  for  payments  abroad 
has  been  reduced  from  fcurpence  to  threepence  in 
respect  sums  not  exceeding  j^i,  and  npon  the  same 
date  there  have  been  reductions  made  in  the  poundage 
Purged  on  certain  values  of  postal  orders.  The  rates 
of  postage  for  inland  parcels  exceeding  four  pounds 
have  been  reduced,  so  that  now  a  parcel  not  exceeding 
five  pounds  may  be  sent  anywhere  in  the  United 
Kingdom  for  sixpence,  and  parcels  from  seven  pounds 
to  eleven  pounds  at  the  rate  of  one  penny  per  poimd. 


la  At  the  last  public  sitting  of  the  War 
Stores  Commission  the  question  was 
raised  as  to  the  qualifications  of  a  certain  officer  to  deal 
with  contractors  in  South  Africa,  and  the  President 
appears  to  have  expressed  surprise  at  the  appointment 
of  a  man  who  had  had  no  experience  of  dealing  with 
contractors,  and  was  simply  an  accountant.  His  Lord- 
ship is  reported  to  have  added : — "  Of  course,  if  you 
"  thiolc  that  a  man  who  has  been  dealing  with  accounts 
"is  saSiciently  competent  to  deal  with  contractors 
■  tbemaelves,  that  is  sufficient  for  roe.  You  take  a 
**  gentlcmaii  who  is  an  admirable  accountant  and  put 
•*  him  in  a  position  where  he  has  to  deal  with  a  number 


'*  of  men  who  are  not  particularly  honest,  and  very 
"  particularly  sharp."  The  idea  that  an  accountant, 
as  such,  would  by  reason  of  bi-f  occupation  be  unfitted 
to  drive  shrewd  bargains,  will  probably  strike  the 
majority  of  our  readers  as  somewhat  humorous ;  but  it 
must  be  lx>roe  in  mind-  that  the  qualifications  of  the 
officer  under  discuBsion  were  not  in  any  commercial 
sense  of  the  term  those  of  an  accountant :  he  was, 
we  gather,  merely  an  examiner  of  acounts  in  the  War 
Office,  and,  as  such,  it  is  quite  conceivable  had  but 
little  experience  of  men  or  of  affairs. 


BukniptorLaw  ^"  reply  to  a  question  asked  in  the 
AmendmeDt  House  of  Commons  last  week,  the 
iniNiand.  president  of  the  Board  of  Trade 
stated  that  the  terms  of  reference  to  the  Departmental 
Committee  appointed  to  inquire  as  to  the  working  of 
the  Bankruptcy  and  Insolvency  Acts  was  sufficiently 
wide  to  include  Ireland,  bnt  the  Committee  had  on  it 
no  representative  of  Irish  opinion.  It  was  a  purely 
departmental  Committee,  and  as  the  powers  of  the 
Board  of  Trade  in  relation  to  bankruptcy  matters  do 
not  extend  to  Ireland,  they  would  not  be  justified  in 
investigating  the  question  of  the  Irish  bankruptcy 
laws,  except  with  the  assent  of  the  Irish  Office.  It 
is,  perhaps,  hardly  necessary  to  add  that  the  question 
may  have  been  put  to  Mr.  Lloyd  George  in  view  of  the 
known  desire  of  business  men  in  Ireland  that  their 
bankruptcy  law  should  be  altered  so  as  to  be  uniform 
with  that  obtaining  in  this  country. 


Th.  Chambers  Congress  of  the  Chambers  of 

or  cemmerM    Commerce  of  the  Empire  will  assemble 
OMifiMS.       (ijjg  ygj^p     London,  and  the  proceed. 

iogs  will  be  opened  by  the  Secretary  for  the  Colonies 
on  the  loth  inst.  Commercial  representatives  will 
attend  from  all  parts  of  the  British  Empire,  some 
five  hundred  delegates  being  expected  to  be  present. 
There  are  over  seventy  resolutions  on  the  pro- 
gramme, bnt  while  most  of  these  are  interesting 
some  of  them  are  of  such  a  controversial  character 
as  to  preclude  mention  In  these  columns.  We  note, 
however,  that  such  questions  as  the  abolition  of  taxes 
levied  in  certain  Colonies  on  British  commercial 
travellers;  resolutions  against  shipping bo^jul ^d 
rebates  and  gambling  In  "  futdres,"  encoura^^^She 
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investment  of  British  capital  within  the  Empire ;  the 

compulsory  adoption  of  the  metric  system  of  weights, 
measures,  and  currency ;  the  unification  of  the  banlc- 
rnptcy  laws  of  the  Dominion  of  Canada;  and  the 
adoption  of  a  system  of  registration  of  firms,  are  to  be 
dealt  with,  and  it  will  be  very  interesting  indeed  to 
note  the  various  arguments  put  forward.  The  social 
side  of  the  question  has  not  been  overlooked,  and  the 
programme  of  entertainments  for  the  enjoyment  of  the 
delegates  is  both  loug  and  satisfactory.  The  last  meet- 
ing of  the  Congress  was  held  In  Canada  in  1903. 


ThsPMUlMAf  Although  the  Peak  Hill  Gold  Field 
a  Mneter.  c^se  does  not  appeal  particularly  to 
members  of  the  profiession,  we  would  call  attention  to 
the  remarlcs  of  Mr.  Justice  Warrington,  which  are 
useful  to  remind  us  of  the  fiduciary  position  of  a  director. 
His  Lordship  Is  reported  to  have  said 

"  The  director  of  a  company  was  in  a  fiduciary 
position  towards  it  and  was  bound  to  exercise  in  all  bis 
dealings  with  the  company  and  its  concern  the  utmost 
good  faith.  He  could  not  retain  00  his  own  account 
and  for  his  own  benefit  any  advantage  he  might  obtain 
by  reason  of  his  portion  as  a  directcu-  or  bis  connection 
with  the  company  and  its  property,  nor  any  property 
the  acquisition  of  which  t>y  him  and  its  retention  might 
operate  to  the  detriment  of  the  company  unless  he  was 
in  a  ptosition  to  show  that  the  company,  with  full 
knowledge  of  all  the  facts  and  circumstances  surround- 
ing the  acquisition  by  the  director  of  the  company  in 
question,  had  agreed  to  his  retaining  it." 


ftNltBun  RBd    Referring  to  the  Weeldy  Note  in  our 
last  issue  upon  this  interesting  point, 
the  following  letter  is  said  to  have  been  sent  by  Earl 
Percy,  M.P.,  to  Mr.  J.  Landfear  Lucas,  of  the  Junior 
Constitutional  Club,  London : — 

"  House  of  Commons,  June  26  1906. 
"  Dbar  Sir, — I  am  obliged  for  your  letter  of  the  25th 
relating  to  the  payment  of  income-tax  by  foreigners 
occupying,  only  temporarily,  business  premises  in 
London,  The  subject  is  one  which  will,  no  doubt, 
receive  the  consideration  of  the  Committee  whose  atten- 
tion has  apparently  already  been  called  to  it ;  but  I  do 
not  myself  perceive  how  it  could  be  dealt  with,  except 
by  compelling  every  income-tax  pajrer  to  make  more 
frequent  returns— an  expedient  which  would  probably 
be  felt  to  cause  great  inconvenience.— Yours  faithfully, 

(Signed)  Percy." 


A  financial  contemporary  points  out  that  if  an  Engliah- 
man  puts  his  name  on  the  door  of  a  one-room  fifth- 
floor  office  in  a  City  building,  he  may  expect  to  receive 
within  a  week  an  income-tax  form,  followed  quickly  by 
a  demand  for  payment,  and  it  is  suggested  that  the 
same  ceaseless  vigilance  which  is  applied  to  British^s 
might  also  be  extended  to  foreigners.  We  think  there 
is  some  cause  for  complaint  in  the  matter,  bnt  we 
should  have  thought  that  the  voracity  of  the  Inland 
Revenue  authorities  would  not  have  overlooked  this 
source  of  revenue. 


Itw  oompaBr    III  reply  to  a  question  put  in  the  House 
K«<isUn.       of  Commons  last  week  by  Mr.  Barran, 
the  President  of  the  Board  of  Trade  said  that  new 

registers  of  joint-stock  companies  at  Somerset  House 
had  been  in  preparation  for  some  time,  and  it  was 
expected  that  they  would  be  ready  for  purposes  of 
reference  within  the  next  three  months.  The  copies 
usually  last  about  five  years,  but  owing  to  the  large 
number  of  persons  using  them  lately,  the  registers  bad 
not  lasted  so  long,  and  were,  as  the  hon.  member  stated, 
so  much  worn  that  it  was  impossible  to  trace  the  names 
of  many  companies. 


Corre0{)on5ence  an^  JEnauttUs- 


AH  cominunlcatlons  to  the  Editor  ■hoold  be 
by  letter  only. 


\We  are  at  att  Hmts  ready  te  mserl  earrafandmee  am 

maiiers  of  interest  to  the  ProfessioHf  hut  we  do  not  of  course 
hold  ourselves  in  any  way  responsibte  for  the  opinions 
expressed  iy  our  torrespoudents.  Correspondence  intended 
for  current  issue  must  reach  ms  at  th£  latest  by  Wednesday 
apmtaon;  and  must  im  all  eases  be  aeeompanied  ty  tka 
name  and  address  of  earrespondeutSt  not  mecessarily  far 
puUicatiOHf  but  as  a  guarantee  of  good  faith."] 


Departmental  Committee  on  the  Accounts  of 
Local  Authorities. 
(To  the  Sditor  of  The  Aetamitamt.) 
Sir,— The  annexed  question,  which  was  put  at  my 
request  by  Mr.  George  H.  Radford,  M.P.  for  the  East 
Division  of  the  Parliaolttlitttry  Boi^agh  o^sUngton, 
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has  elicited  an  indeciaive  reply  from  the  Present  of 
the  Local  Government  Board. 

At  this  matter  is  of  DDOBual  pabllc  interest  at  the 
present  time,  will  yoti  kindly  insert  same  in  your  next 
issne. 

Yours  faithfully, 
99th  June  igo6.  £.  A.  R.  ADAMS. 

Question  40. — Mr.  Radford :  To  ask  the  President  of 
the  Local  Govemment  Board  if  he  will  cause  the  pro- 
ceedings and  minutes  of  evidence  already  taken  by  the 
Departmental  Committee  on  the  Accounts  of  Local 
Anthorities  to  be  printed  and  published  during  the 
Parliamentary  recess;  and  if  he  will  subsequently 
arrange  that  representatives  of  the  Press  be  admitted 
to  any  future  sittings  of  the  Committee  (zyth  June 
1906). 

A . — Mr.  John  Bums :  It  rests  with  the  Committee 
to  determine  on  their  procedure,  and  I  understand  that 
they  decided,  at  their  first  meeting,  that  it  would  be 
ondesirable  to  publish  the  evidence  taken  by  them 
until  the  conclusion  of  their  Inquiry,  or  to  admit  repre- 
sentatives of  the  Press  to  their  meetings  (37th  June 
1906). 


Hon.  Members*  Subscription  to  London 

Students*  Society. 

{Ta  tkt  Editor  of  Tit  Atcotrnfant.) 

Sir. — I  should  like  to  mention  a  point  which  may 
have  been  discossed  before  in  your  columns. 

Under  the  present  rules  of  the  London  Students' 
Society  all  bon.  members  who  have  been  in  practice 
for  three  years  have  their  subscriptfons  raised  from 
loa.  6d.  to  £t  IS. ;  this,  I  know,  causes  many  young 
practitioners  to  cease  to  be  members  who  would  other- 
wise continne  to  support  the  Society,  and  appears  to 
me  to  be  rather  a  mistaken  policy. 

The  Society  is  so  much  more  useful  to  ordinary 
members  than  to  bon.  members  that  it  would  not  be 
unjust  to  the  former  to  raise  their  annual  subscription 
to  15s.,  and  reduce  that  of  the  latter  to  a  nominal 
amount  of,  say,  5s. 

If  this  reduction  was  made  it  need  not  stop  the 
members  of  the  larger  firms  from  continuing  to  pay 
£1  IS.  per  annum,  and  I  feel  sure  it  would  result  in  a 
mnch  larger  proportion  of  the  London  members  of  the 


Institute  supporting  the  Society,  and  would  thus  asnst 
in  making  it  self-supporting. 

Yours  faithfully, 
4(A  July  1906.  M.  H. 

Estate  Duty. 

{To  tkt  Editor  of  Tkt  Aceountattt.) 

Sir,— I  shall  be  glad  to  have  your  opinion,  or  that  of 
your  readers,  on  the  following  points  ari^g  out  of  a 

trust.  Testator  has  left  his  estate  to  be  equally  divided 
among  his  children,  subject  to : — 

(i)  Advances  made  during  his  lifetime  to  child  A. 
bdng  brought  into  hotchpot  and  deducted 
from  A.*s  share. 

(3)  A  portion  of  estate  con^stiug  of  freehold 
property  being  sold  by  the  executors  to  child 
B.  for  a  fixed  sum  to  be  deducted  from  B.*s 
share.  The  sum  mentioned  is  considered  to 
be  bdow  the  real  value  of  the  property. 

Query:— Will  both  (i)  and  (z)  have  to  be  included 
for  probate  as  part  of  testator's  estate  subject  to  estate 
duty,  or  will  same  be  excluded  from  Probate  Account, 
but  duty  at  I  per  cent,  paid  by  A.  and  B.  at  time  of 
passing  Residuary  Account  ?  Also,  have  the  Commis- 
sioners of  Inland  Revenue  power  to  elect  that  (a)  shall 
be  valued  for  ertate  duty  at  a  higher  figure  than  the 
estate  receives  from  B.,  the  purchaser  ? 

Thanking  you  in  anticipation, 

I  am,  Sir,  yours  faithfully, 

zyth  June  1906.  EXECUTOR. 

[Both  (i)  and  (2)  must  be  brought  into  account  for 
estate  duty  at  their  fair  value.  The  Commissioners  of 
Inland  Revenue  have  the  final  word  as  to  what  is  the 
true  value  of  any  asset — Ed.  Acct.] 


The  Future  of  Articled  Clerks. 

{To  th*  Editor  of  The  Accountant.) 

Sir,— I  have  read  the  leading  article  in  your  issue  of 
i6th  inst.,  and  I  i^;ree  with  the  views  which  you 

express. 

The  position  of  the  profession  at  present  is  most 
unsatisfactory,  and  many  onhe^offic^y^^p^.'8 
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are  little  better  tbao  scbools  for  traioiog  premium 
clerks  or  for  getting  work— principally  auditing — done 
for  next  to  notbing. 

The  English  C.A.'s  need  not  be  the  least  backward 
in  protesting  against  this  state  of  matter-.  It  is  only 
ten  3'ears  ago  since  the  Scottish  Chartered  Societies 
promoted  a  Bill  to  prohibit,  under  a  heavy  penalty, 
any  Chartered  Accountant,  not  being  a  Scotch  C.A., 
from  using  the  title  "  Chartered  Accountant"  in  Scot- 
land. This  would  have  prevented  ev(  ry  member  of 
the  Institute  from  using  his  distinctive  description  and 
initials  in  Scotland. 

Further,  the  Scotch  Chartered  Societies,  in  a  public 
document,  claitned — sixteen  years  after  the  Institute 
obtained  its  Charter— to  have  long  exchtsively  used  the 
distinctive  description  of  '*  Chartered  Accountant." 

As  a  Scotchman  resident  in  England,  but  although 
qualiBed  not  practising,  I  speak  with  freedom.  What 
I  think  is  really  and  urgently  needed  is  an  understand- 
ing between  the  Institute  and  the  Society,  which  have 
aims  and  interests  in  common. 

Yours  truly, 

June  27lh  1906.  DELTA. 


Treatment  of  Losses  made  prior  to  Incorporation 
of  Company. 

{Tc  tkt  Editor  af  The  Actovntaat.) 

Sir, — The  following  particulars  have  come  under  my 
notice,  and  I  shall  be  glad  if  you  or  your  readers  can 
give  me  information  upon  the  points  involved: — 

The  X.  Y.  Company,  Lim.,  was  incorporated  on 
the  nth  P^ebruary  igo6,  taking  over  the  business  of 
X.  Y.  Z.  as  and  from  the  31st  March  1905. 

The  purchase-price  was  fixed  at  j^20,ooo  (of  which 
jf4,oao  was  for  goodwill)  payable  in  the  following 
manner,  that  is  to  say 

j£'S,ooo  By  Debentures,  carrying  interest  at  5  per 
cent,  per  annum. 

1,000  By  twelve  Bills  payable  at  intervals  of  one 
month,  commenci  g  on  the  ist  April 
1906;  and 

14,000  By  the  allotment  of  14,000  {,\  Shares  as 
fully  paid-up  in  the  company. 

^20^0 


The  agreement  for  sale  provides  that — 

(a)  Interest  be  paid  from  3i&t  March  1905  on  the 
unpaid  balance  of  purchase  money. 

(fr)  The  vendors  be  appointed  managing  directors, 
as  and  froni  the  31st  March  1905.  at  a  salary 
of  ;^5oo  each  per  annum. 

(c)  The  vendors  l^e  also  appointed  directors  at  an 
annual  fee  of  ^fjo  each. 

The  conditions  attached  to  the  debentures  provide 
that  they  carry  interest  as  from  31st  March  1905. 

The  company  closed  its  books  on  the  31st  March 
igo6,  and  the  past  year's  trading  has  resulted  in  a  loss 
of  some  £2,000,  which  is  after  charging  for  a  full 

year's— 

(a)  Interest  on  debentures. 

(fr)  Interest  on  \'endors'  unpaid  purchase  money. 

(r)  Managing  directors' salaiies. 

((f)  Directors'  fees. 

The  managing  directors  (who,  bs  staled  above,  are  the 
vendors)  are  considerably  surprised  at  this  result,  and 
suggest  that  a  portion  of  the  loss— namely,  from  the 
3tst  March  1905  (the  date  as  and  from  which  the  com 
pany  took  over  the  business)  to  the  nth  February  190^ 
(the  date  upon  which  the  company  was  incorporated)— 
be  capitalised,  and  that  such  capitalisation  becancellet 
or  reduced  by  their  surrendering  2,000  of  tbe  fuUy-pait 
£\  shares  allotted  to  them  in  part  consideration  of  th* 
purchase  money. 

I  am  unable  to  find  any  cases  repotted  exact! 
similar  to  the  above,  and  I  shall  be  glad  to  know  if  th 
course  suggested  can  be  adopted,  and,  if  so,  in  wha 
way;  and  whether  the  managing  directors' sal  Arte: 
directors'  fees,  interest  on  debentures,  and  vendon 
purchase  money  should  be  apportioned  t?  the  iit 
February,  or  whether  some,  or  any,  of  these  charge 
are  payable  by  tbe  company  entirely  out  of  its  avai 
able  profits  Kuce  incorporation. 

I  shall  be  glad  to  have  the  benefit  of  your  reader 
views  upon  tbe  above  points. 

I  am,  dear  Sir,  yours  faithfully, 
28th  June  190&.  ANACA. 
[We  will  deal  with  this  point  in  an  early  issue. — H 
"^'''-J  D  g  t  zed  by  Google 
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Voluntary  UquldatloD. 

{To  tkt  Ediior  of  Tht  Accountant.) 

Sir, — Is  it  necessary  for  a  liquidator  to  go  through 
the  form  of  settling  the  list  of  cootributories  in  th?  case 
of  a  company  whose  shares  are  fully  paid  ?  Recently  a 
body  of  shareholders  were  thrown  into  a  very 
uncomfortable  frame  of  mind  by  receiving  notice  of  a 
settlemeDt  of  their  list.  Their  shares  were  fully-paid, 
so  £u  as  they  knew,  but  they  were  very  uncomfortable 
until  it  was  ascertained  that  a  mere  matter  of  form  was 
being  carried  out. 

Having  completed  the  realisation,  what  steps  can  a 
liquidator  take  for  his  own  protection  to  determine  the 
OTder  of  distribution?  I  have  fortified  myself  by 
connsers  opinion,  but  tliat  is  only  a  guide,  and  not  a 
refuge.  Competing  bodies  of  debenture-holders  declare 
for  priority,  but  leave  the  liquidator  to  make  a  move, 
and  probably  a  mistake. 

May  a  liquidator,  under  the  circumstances,  apply  to 
the  Court  in  some  inexpensive  way  to  declare  officially 
the  order  of  distribution  ? 

Yours  foithfuUy, 

TiSthJune  1906.  ENQUIRER. 

[There  is  no  occasion  to  formally  settle  the  list  of 
contributories,  if  all  shares  are  fully  paid  up,  and 
provided  there  will  be  no  return  to  contributories.  In 
all  cases  of  doabt  the  liquidator  should  apply  to  the 
Coort  for  directions  under  Sec.  138  of  the  Companies 
Act,  1S62.— Ed.  Acct.] 


ITbe  'nottfnobam  Cbactece&  accountants 
Stubents'  Societi?. 


TttE  fourth  amiual  general  meeting  of  the  Society  was 
bcld  at  Crowsfaaw's  Cafe,  Angel  Row,  NotUnghan),  on 
Friday,  15th  June  1906,  at  7  p.m.  The  President  i(Mr,  W. 
(■ath.  A.C.A.)  was  in  the  chair,  and  there  were  present 
twenty-one  memtters.  I'he  Secretary  read  the  notice  coo- 
rening  the  meeting,  and  letters  of  apolc^  from  Mr.  W.  R. 
Hamilton.  F.C.A.,  and  Mr.  T.  G.  Mellors,  F.C.A..  for 
their  inability  to  attend.  The  following  are  the 

REPORT  AND  ACCOUNTS. 

The  Committee  have  much  pleasure  in  presenting  to  the 
members  their  fourth  annual  report. 


Membtrship. 

At  the  commencement  of  the  year  there  were  15  honorary 
and  35  ordinary  members,  a  total  membership  of  50; 
during  the  year  three  honorary  and  seven  ordinary 
memtwrs  resigned,  and  10  honorary  and  36  ordinary 
members  were  elected,  and  tour  ordinary  became  honorary, 
the  meml}ership  now  being  26  honorary  and  50  ordinary 
memt>ers,  a  total  of  76.  This  increase  is  very  gratifying. 

Syllabus. 

Se%'en  meetings  were  held  during  the  year. 
1905- 

June  26. — Third  Annual  General  Meeting.  Chairman, 
Mr.  W.  R.  Hamilton,  F.C.A.,  the  ex-President. 
Attendance  la. 
Oct.    12. — Annual  Dinner  and  Presentation  of  Prizes  to 
Messrs.  D.  S.  Cowley  and  W.  J.  P.  Bennett, 
in  recognition  of  their  success  at  the  examina- 
tions under  the  tuition  scheme,  held  at  the 
Mikado   Cafd.     Chairman,   Mr.   W.  Gath, 
A.C.A..  the  President  of  the  Society.  Attend- 
ance 23  members  and  nine  visitors. 
„     17.— Mock  Shareholders'  Meeting. 
Officers :  — 
Lord  Smoothemdown,  C.  J.  Pain,  A.C.A. 
Wriggle  Wideawake,  Esq.,  E.  H.  Palmer, 
A.C.A. 

A.  Cypher-Blank,  C.  F.  N.  Gibbons. 

Sir  Timorous  Trustful,  F.  G.  Grahame. 

O.  Gelatinous  Pliable,  W.  A.  Donnithorne. 

Transfer,  Tickem  &  Co.,  P.  H.  Johnson 
(Birmingham)  and  P.  F.  Atkin,  A.C.A. 
Attendance  35. 
Nov.  15.— Mock  Shareholders'  Meeting  at  Winchester 
House,  Leicester,  with  the  Leicester  Chartered 
Accountants  Students'  Society.  The  Iward 
was  provided  by  the  Leicester  Society,  and  ten 
memlMrs  of  the  Nottingham  Socie^  were 
present  as  shareholders. 

Dec.  I.— Lecture  :  "  The  Utility  and  Interest  of  Statistics 
"to  Accountants,  together  with  some  Ezperi- 
"ences,"  (Mr.  T.  A.  Welton,  F.C.A.,  London), 
and  presenUtion  to  Mr.  Percy  F.  Atkin, 
A.C.A.j  of  Third  Certificate  of  Merit  gained  at 
bis  Final  Examination  in  May  1905  on  behalf 
of  the  Institute,  and  timepiece  on  behalf  of 
the  Nottingham  Society  of  Chartered  Account- 
ants. Chairman,  Mr.  W.  Gath,  A.C.A.  The 
members  of  the  Nottingham  Society  of  Char- 
tered Accountants  were  present  by  invitation 
of  the  Students'  Society,  and  the  senior 
Society  in  return  invited  students  to  tea 
before  the  lect^tiz^tf^^'feOOgle 
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Feb.  16. — Lecture:  "Income-tax,  with  special  reference 
to  the  Report  of  the  Income-tax  Committee." 
Mr.  Charles  Comins,  F.C.A.  (London).  Chair- 
man, Mr.  Walter  Gath,  A.C.A.,  and  later 
Mr.  J.  Keetley,  A.C.A.  Attendance  33. 

Mar.    9. — Lecture :     "  The    Criticism    of  Accounts." 

Mr.  W.  R.  Hamilton,  F.C.A.  Chairman. 
Mr.  C.  J.  Pain,  A.C.A.  Attendance  30. 

The  attendance  at  each  meeting,  including  the  annual 
dinner,  has  averaged  27,  which,  although  better  than  last 
year,  yet  leaves  room  for  considerable  improvement. 

ExaminaficMS. 

The  following  members  of  the  Society  have  passed  the 
Examinations  of  the  Institute  during  the  year:  — 

Intermediate,  May  1905. 

W.  J.  P.  Bennett. 
C.  F.  N.  Gibbons. 

Final,  May  1905. 
P.  F.  Atkin  (3rd  Certificate  of  Merit). 

Final,  November  1905. 
F.  H.  Blore. 
D.  S.  Cowley. 
S.  Danby. 
H.  R.  Gillespie. 

Tk€  Union  of  Chartered  Aeeotmtant  Student  Societies. 

Several  meetings  of  the  Working  Union  have  been  held 
during  the  year,  and  its  work  appears  to  be  of  great  use  to 
the  Students'  Societies.  The  success  of  the  mock  share- 
holders' meetings  was  due  to  the  excellent  set  of  accounts 
which  was  issued  by  the  Working  Union.  Mr.  C.  J.  Pain, 
A.C.A.,  was  the  Society's  representative  on  the  Council 
of  the  Working  Union  for  the  year  1905-6.  Mr.  E.  H. 
Palmer,  AiC.A.,  has  been  appointed  the  Society's  repre- 
sentative for  1906-7. 

Transaetiont  for  1905, 

The  Society's  Transactions  are  on  sale  by  the  Secretary 
at  as.  6d.  per  -volume.  This  compilation  is  on  the  same 
lines  as  last  year,  and  contains  over  500  pages,  and  lectures 
delivered  to  the  London,  Nottingham,  Hull,  Northern,  and 
Leicester  Chartered  Accountants  Students'  Societies,  and 
will  be  found  of  great  benefit  to  students  as  well  as 
lualified  members. 


Evening  Classei. 

These  classes  have  now  been  working  for  two  years,  and 
the  work  they  are  doing  has  been  of  great  use  to  those 

members  of  the  Society  who  have  had  to  undergo  examina- 
tion during  the  year,  as  is  shown  by  the  successes. 

The  senior  Society  has  made  a  grant  of  tea  guineas  to 
the  Students*  Society  for  ezpenditare  on  the  Library. 

Liirary. 

The  free  access  of  the  members  to  the  books  contained 
in  the  Library  appears  to  have  been  abused.  Your  Com- 
mittee are  eng^ed  in  formulating  a  new  scheme  for  its 
working. 

The  Hon.  Librarian  reports  as  follows : — 

Thirty  books  have  been  added  to  the  Library  during  the 
year,  including  six  "  Telephones "  and  six  volumes  of 
Transactions. 

The  number  of  books  taken  out  during  the  year  was  107, 

as  compared  with  146  last  year. 

The  following  books  are  missing:  — 

No.  13.  "Executorship  Law  and  Accounts"  (Ranking). 
„   16.  "Students'  Guide  to  EzecutorBhip "  (Carter). 
„  64.  "  Executorship  Law  and  Accounts  "  (Ranking). 

„  57.  "Auditors"  (Pi"ley)- 

„  93.  "Income-tax"  (Pratt). 

„  19.  "Rights  and  Duties"  (Ranking). 

„  88.  "Summary  of  Company  Law  "  (Smith). 

„  5.  "Executorship  Law  and  Accounts"  (Ranking). 

The  loss  to  the  Library  of  these  books  is  a  heavy  onej 
and,  as  the  financial  resources  of  the  Committee  are 
strictly  limited,  it  is  hoped  that  every  member  will  make  a 
thorough  search  with  a  view  to  their  discoveiy. 

Committee  and  Officers. 

There  being  a  vacancy  on  the  Committee,  in  accordance 
with  the  rules  of  the  Society  Mr.  W.  A.  Donnithorne  wai 
co-opted. 

In  accordance  with  the  rules  of  the  Society  the  whole  01 
its  officers  retire,   and  the  Committee,  consisting  o: 

Messrs.  C.  ].  Pain,  A.C.A.,  E,  H.  Palmer,  A.C.A.,  W.  A 
Donnithorne,  W.  J.  P.  Bennett,  F.  B.  Sharp,  H.  G.  Howitt 
and  C.  F.  N.  Gibbons  retire,  and,  with  the  exception  o 
Mr.  E.  H.  Palmer,  A.C.A.,  are  eligible  for  re-election. 

The  Auditor,  Mr.  A.  £.  Roe,  A.C.A.,  retires,  and  i 
eligible  for  rwlection^  ^.^.^^^  by  GoOglC 
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The  rales  require  two  Auditors,  and  the  Committee 
safest  Mr.  L.  A.  Reddall  as  the  s«coad  Auditor. 

The  lion.  Treasurer,  Mr.  A.  J.  Hayward,  A.C.A.,  and 
the  Hod.  Librarian,  Mr.  F.  G.  Grahame,  also  retire,  and 
are  eligible  for  re-election. 

The  Hon.  Secretary,  Mr.  P.  F.  Atkin,  A.C.A..  retires, 
md,  being  no  longer  a  student  member  of  the  Society,  does 
not  offer  himself  for  re-election. 

Aeeommtt. 

The  accounts  for  the  year  ended  31st  March  1906  have 
been  duly  audited  by  the  Society's  Auditor,  and  show  a 
defiriency  of    7  6s.  3d.  on  the  year's  working. 

PrQfoitd  DehaUng  Club. 

It  has  been  suggested  that  meetings  be  held  monthly 
dining  the  summer  to  debate  on  various  subjects  not 
necessarily  connected  with  accountancy,  with  the  object  of 


accustoming  the  members  to  public  speaking.  After  the 
coaclusion  of  the  annual  meeting,  it  is  requested  that  all 
who  take  an  interest  in  the  matter  will  remain  and 
discuss  it. 

-  Gmtral. 

This  has  been  the  first  year  with  the  reduced  subscrip- 
tion, and,  notwithstanding  one  or  two  donations  that  have 
been  received,  the  expenditure  for  the  year  has  exceeded 
the  income  by  £;j  68.  ad.  It  is  hoped  that  the  Nottingham 
Society  of  Chartered  Accountants  will  provide  for  the 
maintenance  of  the  Library  by  making  grants  out  of  any 
surplus  there  may  be  on  the  Tuition  Classes,  and  thus 
assist  in  keeping  the  expenditure  within  the  income  in 
future  years. 

Chailes  J.  Paik, 

Chairman, 

Fescy  F.  Atkin, 

Hen.  Secretary, 


Ihcohb  and  Expbkditurb  Accodnt  for  the  Year  ended  March  31st  1906. 


To  Phndnit  and  Statioaery  . .    3  13 

.  Svndry  Expnise*   18 

.  Postages    o  13 

,  LoH  cm  Dinntr   3  13 

.  Workiag  Unkn  Lev;   ,  15 

.  PriKs  to  Stndentt,  Ittx  Donatinn    13 

,  Enteruining  Visitiiig  Sludenu'  Societies   3  ti 

■  PnponioD  of  Lfbnry  written  08  35%  of  cost      ....  37 


By  Subur^tions:— 

21  Honorary  and  43  Ordinary   

.  Baianct,  btiitg  exttti  0/ Bxpmditun  ovtr  tnatiHt 


£16  13  8 


£  s  d 

976 
7  «  a 


£16  13  8 


Balance  Shbbt,  March  31st  1906. 


^jaby  Crfditors   i 

Gnnt  fmn  Noningham  Society  tk  Chartered  Aeetiuntanls 

to  b«  expended  on  Library   ! 

Itrm  and  Exfienditun  A  ccount  .-— 

Balance  as  prr  hat  Aceount  faS  6  o  , 

DtJutt  Balance  as  per  Income  and  Eipea- 
duora  Account    76 


2  I  10 


ao  19  10 


£33  II  8 


Library  is  per  last  Account 

Lea  Amount  written  off  35%  on  Cost 

Cash  at  Bankers  

Snbscripliona  Outstanding 


£6  I  o 
3  7  S 


2  13  3 
20  15  3 
10  3  o 


£33  II  8 


Auditor's  Certificate. 

I  have  examined  ihe  foregoing  Aocoonts  with  the  Books  and  Voncbers  of  the  NoUioKhani  Chartered  Accountants  Students'  Society,  and 
wiify  the  same  10  be  in  accordance  tberewtth. 

Daied  this  141b  day  of  June  1906.  (Kgned)  Alfrkd  E.  Roe,  Honorary  Atulitor. 


Mr.  \V.  Cath,  A.C.A.,  moved  the  adoption  of  the  report 
m  a  short  speech,  in  which  he  reviewed  the  woil^ing  of 
the  Society  tor  the  past  year. 

Mr.  C.  J.  Pain,  A.C.A,,  Chairman  of  the  Committee, 
Mcooded. 

The  adoption  of  the  accounts  was  proposed  by  Mr.  A.  J. 
Harward.  A.C.A.,  and  seconded  by  Mr.  A.  E.  Roe,  A.C.A. 

The  fc^owiag  officers  were  elected  for  the  ensuing 
Teu:— President.   Mr.   T.   G.   Mellon,   F.C.A.  Vice- 


i'residents,  ilr.  W.  Clath,  A.C.A.,  Mr.  \Vm.  R.  Hamilton, 
F.CA.,  Mr.  A.  Durose,  F.C.A.,  Mr.  J.  N.  Derbyshire, 
F.C.A.  Hon.  Treasurer,  Mr.  A.  J.  Hayward,  A.C.A.  Hon. 
Secretary,  Mr.  H.  G.  Howitt.  Hon  Librarian,  Mr.  F.  G. 
Grahame.  Hon.  Auditors,  Mr.  J.  L.  MilKgan  and  Mr. 
A.  F.  Heynes. 

The  following  were  elected  members  of  the  Com- 
mittee:— Messrs.  C.  J.  Pain,  A.C.A.,  S.  Danby,  A.C.A., 
W.  J.  P.  Bennett,  W.  A.  Donnithome,  C^.  N.  Gibbons, 
C.  J.  Suffolk,  J.  Finn.  Digitized  by  CjOOglC 
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A  vote  of  thanks  was  passed  to  Mr.  Gath  for  the  ser- 
vices he  had  rendered  to  the  Society  as  President  for  the 

past  year. 

Ml.  S.  H.  Pearson,  A.C.A.,  proposed,  and  Mr.  A.  J.  Hay- 
ward,  A.C.A.,  seconded,  that  a  vote' of  thanks  be  passed  to 
Mr,  Atkin  for  the  way  in  which  he  had  filled  the  post  of 
Hon.  Secretary  of  the  Society. 

A  vote  of  thanks  was  also  passed  to  Messrs.  Mellors, 
Basden  &  Mellors  for  the  use  of  their  board-room  for  meet- 
ings of  the  Society  during  the  year,  and  with  this  the 
meeting  terminated. 

Afterwards  a  short  discussion  was  held  amongst  the 
members  as  to  the  advisability  of  forming  a  Debating 
Club  for  the  purposes  mentioned  in  the  report,  and  a  Sub- 
committee was  appointed  to  find  out  the  general  feeling 
of  the  students  on  this  matter. 


John  Hudson  Smith,  P.C.A. 
We  regret  to  announce  the  death  of  Mr.  John  Hudson 
Smith  (of  the  firm  of  Hudson  Smith,  Briggs  &  Co.,  Char- 
tered Arcountants),  by  which  accountancy  in  the  West  of 
ICngland  has  sustained  a  great  loss,  and  the  city  of  Bristol 
has  Inst  one  of  its  most  familiar  figures.  Mr.  Hudson 
Smith  was  born  in  the  year  1830,  and  during  the  whole  of 
his  business  life  had  been  in  the  accountancy  profession. 
During  his  long  career  he  had  as  partners  Messrs. 
\Vm.  Hole  Wiiliams,  W.  A.  Sennington,  G.  White,  E.  P. 
Collins,  C.  J.  Ryland,  A.  J.  £.  Williams,  Wm.  Briggs,  and 
Clare  Smith,  the  two  last-named  being  the  present  partners 
in  the  firm,  which  has  occupied  the  same  offices  at  the 
Exchange,  Bristol,  for  just  fifty  years.  Mr.  Hudson  Smith 
served  for  twenty-two  years  on  the  Council  of  the  Institute 
of  Chartered  Accountants,  and  was  the  first  President  of 
the  Bristol  Society  of  Chartered  Accountants.  He  was 
Chairman  of  the  Bristol  and  West  of  England  Building 
Society,  Deputy-Chairman  of  the  Gloucester  Railway 
Carriage  and  Wagon  Co.,  Lim.,  and  a  director  of  the 
Rhymney  Railway,  the  Lewis  Merthyr  Consolidated 
Collieries,  and  several  local  companies.  Mr.  Hudson 
Smith  was  a  strong  Unionist  in  politics,  and  a  supporter 
of  Mr.  Chamberlain,  but  he  had  never  taken  an  active  part 
in  the  management  of  city  affairs.  Music  possessed  great 
charm  for  him,  and  during  a  long  term  of  years  he  was 
connected  with  the  Bristol  Orpheus  Glee  Society,  and  when 
he  could  no  longer  appear  as  one  of  the  choir  he  was 
elected  an  honorary  member.  He  was  on  the  councils  or 
governing  bodies  of  several  of  the  philanthropic  and 
benevolent  institutions  for  which  Bristol  has  always  been 
famous.  He  was  greatly  interested  in  archceological  and 
antiquarian  researches,  and  up  to  within  the  last  few  years 


was  a  regular  attendant  at  the  meetings  of  these  societies. 
He  was  a  bachelor,  and  died  on  the  37th  June  at  his  resi- 
dence, Brendon  House,  Clifton,  Bristol,  at  the  age  of 
seventy-six. 

The  funeral  took  place  on  the  30th  ult.  at  Arno's  Vale 

Cemetery.  The  chief  mourners  were  Mr.  and  Mrs. 
Nathaniel  Smith  (brother  and  sister-in-law),  Mr.  Frank 
Smith  (nephew),  Miss  Smith,  Miss  Dorothy  Smith,  and 
Miss  Maggie  Smith  (nieces},  Mr.  G.  C.  Lawrence,  Mr. 
Harford  Jones,  Mr.  Clare  Smith  (Messrs.  Hudson  Smith  & 
Briggs),  Messrs.  W.  S.  Capper,  W.  F.  Lawrence,  G.  H. 
Oatley,  J.  Parrish,  and  F.  J.  Winslade  (deacons  of  Clifton 
Down  Congregational  Church),  Mr.  Herbert  Baker,  Mr. 
Roland  Baker,  the  servants  from  Brendon  House,  and  Dr. 
Dacre.  Amongst  others  who  joined  the  cortege  were  the 
High  Sheriff  (Mr.  H.  L.  Riseley),  Mr.  A.  N.  Price,  Mr. 
Arthur  H.  Riseley  (representing  the  Colston  Hall  Com- 
pany). Carriages  were  sent  by  Mrs.  T.  Baker,  Mr.  Hubert 
Baker,  Mr.  F.  A.  Jenkins,  Mr.  Henry  Daniel,  and  Dr. 
Dacre. 

The  Bristol  and  South  Wales  Permanent  Building 
Society,  of  which  deceased  was  Chairman  for  some  years, 
was  represented  by  Mr.  J.  H.  Woodward  (Vice-Chaiiman), 
Messrs.  W.  W.  Hughes  aod  F.  N.  Tribe  (directors),  and 
Alderman  C.  J.  Lowe  (Secretary),  Mr.  W.  H.  James 
(representing  Sir  W.  T.  Lewis,  of  the  Lewis,  Merthyr 
Colliery  Company),  Mr.  Charles  Miller.  Mr.  A.  5. 
Cavell  (Alexander,  Daniel  &  Co.).  Redland  Park  Church 
was  represented  by  its  pastor  (the  Rev.  A.  Furner),  Mr.  D. 
Jenkins  and  Mr.  J.  H.  Watling,  while  Mr.  F.  N.  Colborne 
was  present  on  behalf  of  the  Broad  Plain  Mission.  The 
Bristol  Royal  Orpheus  Glee  Society  was  represented  by 
Mr.  T.  H.  Pole  (Chairman).  Mr.  A.  H.  InsaU  (Hon. 
Treasurer),  and  Mr.  J.  F.  W.  Tratman  (Hon.  Secretary). 
Other  associations  and  institutions  were  represented  as 
follows: — Bristol  Madrigal  Society,  Mr.  Henry  Daniel 
(President),  Mr.  D.  W.  Rootham  (Hon.  Director),  and  Mr. 
Roberts  (Hon.  Secretary) ;  Bristol  North  Liberal  Unionists, 
Alderman  J,  W.  Hall ;  National  Benevolent  Institution, 
Mr.  F.  P.  Jenkins ;  Gloucester  Wagon  Co.,  Messrs.  J.  A. 
Matthews  and  H.  Simpson;  Bristol  Society  of  Chartered 
Accountants,  Messrs.  F.  A.  Jenkins  and  F.  D.  Baber. 
Amongst  others  present  at  the  church  were  Alderman  C. 
Townsend,  Major  Rumsey,  the  Revs.  G.  H.  Brown  and 
G.  H.  Humphreys,  Messrs.  R.  Hall  Warren,  W.  V. 
Lawrence,  J.  M.  Harris,  C.  Dcsptez,  D.  Jenkins.  J. 
Herbert,  C.  Morgan,  H.  I.«onard,  A.  O.  Austin,  A. 
McArthur,  S.  Shirley,  H.  C.  Trapnell,  Jonathan  Evans, 
G.  H.  Leonard,  and  G.  G.  Johnston.  The  office  staff  of 
Messrs.  Hudson  Smith,  Biiggs  &  Co.  were  represented  by 
Messrs.  Bullock,  Harper,  Bromwich,  Holbiook,  and  Corn- 
wall, and  there  was  also  present  ag^old  member,  Mr. 
F.  L.  P.  Farbrother.       p  g,^,,^^  by  GOOgTC 
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CbarteECd  Bccountants'  Aasontc  Xodde. 

Thb  coDMcration  of  the  above  Lodge  took  place  at  the 
Gaiet;  Hotel  sad  Restaurant  oa  the  ereoing  of  Wednaaday, 
the  27tli  June  1906.  Sir  Edward  Uitchworth,  F.S.A., 
GiaDd  Secretary  of  Eaglish  Freetnasoos,  was  Coosecratii^ 
Officer,  and  he  performed  the  ceremony  in  the  impressive 
■naoDer  for  which  he  has  long  been  celebrated. 

At  the  conclusion  of  the  ceremony,  he  installed  as  the 
First  Master  W.  Bro.  W.  Plender,  who  appointed  the  follow- 
ing officers ; — 

W.  Bro.  J.  W.  Woodthorpe       ..  ..  S.W. 

\V.  Bro.   Francis  W.  Pixiey,  G.D.Eng., 
P.P.G.  Regr..  Bucks  ..  ..  J.W. 

W.  Bro.  J .  H.  Whadcoai,  P.G.D.,  P.S.G.W., 
West  Yorkshire     ..  ..  I.P.M. 

W.  Bro.  H.  Woodbam  Ktrby   . .  . .  Treasurer. 

W.  Bro.  Charies  Fox  . .  Secretary. 

W.  Bro.  Geotge  Sneath  . .  S.D. 

W.  Bro.  A.  H.  Gibson  . .  . .  J.D. 

\V.  BkD.  &nest  Edmonds  D.C. 

Bro.  Panl  Bevan      . .  . .  . .  Organist 

Bid.  Ardinr  Whinney  . .  I.G. 

W.  Bro.  W.  H.  Fox  . .  . .  . .  Steward. 

At  the  banquet  which  took  place  at  the  conclusion  of  the 
(.eremony  the  following  guests,  many  of  whom  were  dis- 
tinguished members  of  the  order,  were  present : — General 
Wimhura  I^urie,  P.G.M.,  South  Wales,  Sir  Joseph  C. 
Uimsdale.  P.G.W.  and  P.G.T.,  Lieut.-Col.  Clifford  Probyn, 
I'.C.T.,  Mr.  Percival  Nairne,  P.G.D.,  Mr.  C.  Welton, 
P.G.D.,  &[r.  J.  Poultney  Griffin,  P.G.D.,  Mr.  Robert 
Giisley  Hall,  P.G.S.B.,  Mr.  George  CoweU,  P.G.D.. 
Mr.  J.  H.  Davidson,  P.D.G.D.C.,  Dr.  Hy.  G.  Thompson, 
P.D.(;.Sd.B.,  Mr.  K.  M.  Morris,  P.G.S.,  Mr.  G.  Ratcliffe 
Meel,  P.G.S.,  Mr.  V.  M.  Isaacs,  Mr.  C.  Cooper,  Mr.  Martin 
Holman,  Mr.  Thos.  Douglas,  Sir  Joseph  Lawrence, 
r.l'.G.W.,  Mr.  C.  S.  Alcott.  P.P.S.G.D..  Mr.  J.  W. 
Bvratt.  P.P.G.S.W.,  Mr.  J.  W.  Burton,  Mr.  R.  Martin 
Holland,  Mr.  Thos.  Fraser,  Mr.  C.  E.  Dovey,  P.P.G.S.W., 
Mr.  S.  I,.  Morse,  Mr.  Reginald  D.  Hill,  Mr.  J.  C.  Kirk, 
Mr.  J.  H.  Dallas,  Mr.  F.  M.  Spencer  Kearn,  Mr.  W.  H. 
IxKk,  Dr.  Wilfrid  Fox,  Mr.  Charles  Oxford,  Mr.  Percy 
F.  W.  Simpson,  P.G.S..  Mr.  W.  T.  Leivanaky,  Mr.  W. 
Crewdson,  P.G.S..  F.P.G.S.D.,  Mr.  Ernest  Runtz,  Mr. 
J.  Cbode  Adams,  Mr.  Wortbington  Evans. 

Geoeral  I.«urie,  Provincial  Grand  Master  for  South 
Wales,  relied  to  the  toast  of  "  The  Grand  Ofiacers." 

Col.  Cliflbrd  Probyn  and  Sir  Joseph  Lawrence  replied 
for  the  viutora. 

W.  Bro.  W.  Pleuder,  in  responding  to  the  toast  of  "  The 
Worsbifrfnl  Master."  stated  that  the  idea  of  the  formation 
of  the  Lodge  bad  originated  with  Bro.  Woodbum  Kirby, 
and  that  after  they  bad  discussed  the  matter  they  had 
arranged  a  meeting  of  members  of  the  profession  who  they 
knew  were  made  Freemasons,  with  the  result  that  the  Lodge 
had  been  formed  and  that  it  had  made  an  excellent  start, 
«ith  no  less  than  twenty-three  members  of  the  profession 
IS  Foooders,  and  that  already  several  names  had  been 
propoaed  at  tfae  Lodge  that  evening  for  initiation  at  the  next 
aeetinf  of  the  Lodge  in  OctobM:. 


W.  Bro.  J.  W.  Woodthorpe,  in  returning  thanks  for  the 
toast  to  the  officers,  congratulated  the  Worshipful  Master  on 
being  the  first  to  be  in  the  chair  of  what  he  felt  sure  would 
be  a  prosperous  Lodge,  and  assured  him  that  be  might  rely, 
during  his  year  of  office,  upon  the  full  support  of  his  officers. 

W.  Bro.  FraotUs  W.  Pixley,  in  reply  to  the  same  toast, 
stated  that  since  the  Institute  was  founded  under  the  Royal 
Charter,  several  successful  associations  consisting  exclusively 
of  members  of  the  Institute  had  been  formed,  and  he  was 
proud  that  he  had  been  connected  with  every  one  of  them. 
Chartered  Accountants  had  not  the  same  opportunity  as  had 
the  members  of  the  Bar  and  other  professions  of  meeting  in 
connection  with  their  professional  work,  and  the  Chartered 
Accountants'  Dining  Club  had  perlormed  a  very  useful  work 
in  enabling  members  of  the  profession  to  become  better 
acquainted  ;  the  Chartered  Accountants'  Golf  Cinb,  whose 
meeting  at  Sandwich  and  Deal  unfortunately  clashed  with 
this  consecration,  had  also  been  most  successful  towards  the 
same  end,  and  he  felt  sure  that  the  formation  of  a  Chartered 
Accountants'  Lodge  would  further  enable  members  of  the 
profession  to  become  acquainted  who  might  have  no  other 
means  of  so  doing ;  they  were  much  indebted  to  W.  Bro. 
Woodburn  Kirby  for  having  taken  the  steps  which  had  bad 
such  a  satisfactory  result  as  they  had  just  witnessed  in  Lodge. 

W.  Bro.  Woodbum  Kirby,  in  replying  as  Treasurer, 
expressed  his  great  salisfaction  at  the  formation  of  the  Lodge, 
and  be  felt  that  the  consecration  that  evening  was  ample 
reward  for  the  labours  which  he  had  undertaken. 

W.  Bro.  Charles  Fox,  in  leplyiog  as  Secretary,  said  he 
hoped  he  possessed  the  knowledge  to  perform  his  duties 
efficiently.  It  had  been  said  by  Dr.  Johnson  that  there  were 
two  kinds  of  knowledge  :  there  was  the  knowledge  which  had 
been  acquired  by  oneself,  and  there  was  the  knowledge  of 
where  to  go  to  find  the  knowledge  which  one  had  not  already 
acquired.  With  regard  to  the  second,  he  should  know  where 
to  go,  as  be  had  an  old  friend  in  the  Senior  Warden,  who 
would  supply  any  iufsrmation  of  which  he  might  find  himself 
deficient.  He  concluded  by  thanking  the  Worshipfiil 
Master  for  the  colnpliment  in  appointing  him  the  first 
Secretary  of  the  Chartered  Accountants'  Lodge. 

Before  the  Lodge  was  cIos«i,  the  sum  of  five  guineas  was 
voted  to  the  funds  of  the  Chartered  Accountants'  Benevolent 
Association. 


Ubc  institute  of  Municipal  treasurers 
and  accountants 

(INCORPORATED). 

Some  Points  In  the  Laying  of  Rates. 

By  Charles  H.  Brbar,  A.S.A.A., 
Borough  TreasknTf  Nelson. 


A  paper  read  at  tfae  Twenty-first  Annual  Meeting,  held  at 
Carlisle,  on  the  7th  and  8th  June  1906. 

Knowing  well  that  there  are  tew  subjects  interesting  to 

municipal  financial  officers  which  bai^^^<^~^ieadirbeen 

^  Digitized  by  VjVKWlC 


18      ■  THE   ACCOUNTANT  July  7,  1906. 


dealt  with  by  some  of  the  ablest  members  of  this  Institute, 
I  had  some  misgiving  in  responding  to  the  invitation  of  the 
Executive  to  prepare  a  paper  for  this  meeting;  and 
althoagh  I  fear  tliat  I  shall  be  unable  to  bring  this  paper 
up  to  the  standard  of  those  usually  listened  to  by  members, 
I  am  tempted,  nevertheless,  to  pot  before  yon  some 
observations  upon  a  subject  which  I  brieve  has  not  been 
before  treated,  but  which  is  of  the  very  greatest  import- 
ance to  all  local  authorities,  and  particularly  to  municipal 
treasurers,  and  those  whose  function  it  is  to  advise  their 
respective  bodies  in  the  laying  of  rates. 

I  am  hoping  that  my  remarks  may  lead  to  discussion,  and 
that  some  enlightenment  may  ensue  as  to  the  reasons  for 

the  adoption  by  some  councils  of  a  policy  which  in  many 
cases  must  lead  to  unwise  and  illegal  practice. 

Under  the  Public  Health  Act,  1875  (Section  210),  the 
general  district  rate  is  to  include  all  expenses  properly 
chargeable  to  the  district  fund  which  are  to  be  incurred 
daring  the  period  for  which  the  rate  is  laid,  and  which 
have  been  incurred  during  a  period  of  six  months  prior  to 
the  date  of  the  rate,  and  which  such  fund  is  insufficient  to 
meet. 

The  provisions  of  the  Municipal  Corporations  Act,  1883 
(Section  144),  relating  to  the  borough  rate  are  different,  in 
that  they  allow  the  rate  to  include  expenses  "which  have 
come  in  course  of  payment  *'  at  any  time  within  six  months 
before  the  making  of  the  rate. 

The  first  step,  therefore,  in  the  preparation  of  the  rate  is 
to  ascertain  the  position  of  the  fund,  and  if  it  is  fonnd  that 

there  is  a  shortage  in  the  fund,  this  shortage  is  to  be 
immediately  provided  for  in  the  rate.  On  the  other  hand, 
any  available  balance  in  the  fund  may  be  taken  to  reduce 
the  total  of  the  amount  to  be  raised. 

The  question  now  before  us  centres  in  the  interpretation 
to  be  put  OQ  the  term  "available  balance,"  and  this  has 
given  rise  to  the  adoption  of  two  distinct  bases'  of  rate 
laying,  which  I  may  call  respectively  the  Cash  Basis  and 
the  Surplus  Basis. 

In  the  laying  of  the  rates  of  those  councils  where  the 
cash  basis  is  adopted,  the  bank  balance  is  first  ascertained, 
and  if  it  is  found  that  there  is  a  sum  owing  to  the  bank  this 
item  is  immediately  charged  in  the  new  rate,  notwithstand- 
ing that  there  may  be  a  considerable  revenue  surplus  to  the 
credit  of  the  fund.  This  policy  not  only  keeps  up  the 
requirements  of  the  fund  in  that  it  provides  for  an  adequate 
working  surplus,  but  to  a  large  extent  it  secures  immunity 
to  a  council  under  local  government  audit  against  sur- 
charge by  the  district  auditor  for  bank  interest  on 
"verdraft. 


The  income  and  expenditure  method  of  account-keeping 
(as  distinct  from  receipts  and  payments)  is,  I  am  afraid, 

indirectly  responsible  for  the  unsatisfactory  policy  adopted 
in  some  towns  where  the  surplus  basis  of  rate  laying  is  in 
force,  and  where  there  would  appear  to  be  the  impression 
that  the  surplus  itself  should  form  the  root  of  the  rate. 

In  such  towns  it  will  be  conceded  Uiat  there  is  an  object 
achieved  by  the  adoption  of  the  income  and  e^enditure 
method  apart  from  the  legitimate  one  that  the  accounts 
should  be  scientifically  kept— that  is,  that  in  those  towns 
they  may  be  enabled  to  keep  down  the  rates  by  an 
increasing  overdraft  at  the  bank. 

By  the  inclusion  in  the  expenditure  of  a  Council  of  all 
known  liabilities,  a  greater  charge  is  put  upon  the  rates 
than  would  otherwise  be,  and  the  money  thus  provided  not 
only  obviates  an  overdraft,  bat  provides  a  cash  balance. 
On  the  other  hand,  it  follows  that  the  inclusion  of  accrued 
assets  must  work  in  a  contrary  manner,  and  when  it  is 
realised  that  with  very  many  corporations  the  accrued 
assets  much  exceed  the  incurred  liabilities,  it  is  obvious 
that  where  such  authorities  utilise  their  surpluses,  they  use 
more  than  is  represented  by  cash,  and  the  result  is  bank 
overdraft. 

The  following  examples  will  show  what  effect  may  be 
expected  on  the  bank  balances  by  the  laying  of  rates  on, 
I  St,  the  estimated  net  payments  for  the  year;  2nd,  the 
estimated  net  payments  plus  liabilities  incurred ;  and  3rd, 
the  estimated  net  payments  plas  liabilities  incurred  and 
minus  assets  accrued. 


Amount 
Rate  laid 


Result  after  the 
Rate  is  collected 


EXAMFLB  I.  £  £  £ 

Net  estimated  payments  20,000  20,000  Bank  Balance  Nil 

EXAMPLB  2. 

Net  estimated  payments  20,000 
Add  Sundry  Creditors  2,000 


£22fioo  22,000     In  Bank  2,000 


Example  3. 

Net  estimated  payments  20,000 
ylfU  Sundry  Creditors  2,000 


/22,OO0 


Less  Sundry 
Debtors . . 

Stock  on 
hand     . . 


7,000 


12,000 


£iofioo  10,000  Owing  to 


Dig 


JiTTze^y 


IO,OOC 


July  7,  1906. 


THE  ACCOUNTANT 


19 


It  'will  be  observed  that  Example  No.  3  necessitates  an 
afcidraft  of  10,000,  and  a  Balance  Sheet  based  on  these 
fignies  wonld  disclose  liabilities  j^i2,ooo,  assets  13,000, 
and  nreane  surplus  nil.  Whereas  if  j^20,ooo  had  been  pro- 
vided for  in  the  rate,  there  would  have  been  no  overdraft, 
tad  a  Balance  Sheet  would  show  liabilities  ;f3,ooo,  assets 
;£i2,ooo,  and  revenue  surplus  ;^io,ooo. 

I  suggest  that  this  latter  position,  in  which  the  revenue 
surplns  would  correspond  to  a  company's  working  capital, 
is  the  proper  economic  condition  to  be  aimed  at ;  and 
alUnugh  it  ini|^t  appear  from  the  foregoing  that  I  am 
tdvocating  the  principle  of  receipts  and  pajrments,  I 
should  like  here  to  state  that  this  is  not  my  intention,  and 
diat  a  similar  result  f»idd  be  axxived  at  by  working  to 
income  and  expenditure,  and  making  an  independent  and 
additional  provision  for  any  actual  or  estimated  overdraft. 

In  the  formation  of  a  limited  company,  care  would  be 
taken  to  provide  sufficient  money  to  cover  both  fixed  and 
floating  capital.  In  the  case  of  corporations,  the  fixed 
capital  is  obtained  by  boirowing  powers,  and  floating 
c^tal  is  to  be  provided  ont  of  the  rates  ;  but  this  cannot 
be  dose  (where  the  floating  assets  exceed  the  liabilities), 
if  all  excess  of  inccme  over  expenditure  is  paid  away  in 
relief  of  rates. 

The  local  Acts  of  mumcipal  corporations  relating  to 
tiading  nndartakings  have  generally  incorporated  with 
them  in  varying  extent  such  Acts  as  the  Gasworks  Clauses 
Act,  the  Electric  Lighting  Acts,  and  the  Tramways  Act ; 
and  in  most  cases  no  power  is  given  for  the  accumulation 
f4  profits  in  such  undertakings  to  ansrthing  like  the  extent 
neccssaxy  to  provide  a  working  balance,  and  the  profits 
beyond  certain  limits  are  to  be  cazried  into  the  general 
ifistrict  or  borough  fund. 

From  this  I  think  we  should  gather  that  in  arriving  at 
the  available  balance  in  the  fund,  consideration  should  be 
taken  of  the  position  of  the  whole  of  the  contributory 
departments.  The  whole  of  the  sniplnses  should  be 
focDssed  in  one  sum,  and  so  should  the  revenue  bank 
balances  be  similarly  gathered  together. 

1  am  acquainted  with  the  affairs  of  a  certain  authority 
vheie  the  whole  of  the  profits  of  the  various  undertakings 
•le  year  by  year  cazxied  into  a  Rating  Account,  and  where 
it  is  considered  that  so  long  as  there  remains  in  the  fund 
aor  excess  of  revenne  assets  over  liabilities,  an  overdraft 
at  the  bank  is  of  no  material  consequence ;  and  I  am  sure 
dut  the  existence  of  some  considerable  revenue  surplus  in 
dM  Balance  Sheet  of  that  body  is  responsible  for  the 
iapnpiaion  obtaining  amongst  the  members  that  it  can  be 
at  any  time  drawn  upon  so  as  to  obviate  an  increase  of 


I  propose  to  sbow  from  the  following  accounts  what  the 
relative  positions  of  Council  No.  i  working  on  the  cash 
basis,  and  Council  No.  2  on  the  surplus  basis,  would  be 
at  a  given  time,  the  Profit  and  Loss  Account  being 
common  to  both  councils. 


Dr. 


Profit  and  Loss  Account. 


Cr. 


Paymrats    . . 
vlira  Amounts  owing 

to  Creditors  at  the 

end  of  the  year  ..  t,Soc» 
Stock  on  hand  at  the 

beginoiog  of  the 

year  


90,000 


36,800 


Diduct  Amount 

owinx  to  Sandi7 

CiedltuB  at  tho 

beitlnning  of  the 

ytM  ,.  2)000 
Stock  on  hand  at  the 

end  of  the  year  . .  30,000 


Receipts    >7)90o 

Arid  Amounts  due  from 
Sundry  Debtors  at  the 

end  of  the  year  . .  3,30a 

fi9,8oo 


Dtduet  Amount  due  from 
Sundry  Debtors  at  the 
begimung  of  the  year  . .  -  a,xoo 


Expoiditate 
locome  in  excess  of 

expendltnreduiing 

flwyaar  ,. 


33,000 
14,800  IncoQte 


3,goo 


17,700 


£17.700 


£17.700 


iltm. Payments  in  excess  of  Recdpls  during  the  year,  £2^00. 
Dr.  Cash  Accodnt.  Cr. 

{Cotuuit  No.  I  Cash  Basil.) 
£ 


In  Bank  at  beginning  the 

year   500 

Receipts  daring  the  year  . .  17,500 
Balance  owing  to  Bank  at 

the  end  of  (he  year      . .  2,000 

£30,000 


Payments  during  the  year  ao,ooo 


£30,000 


[CouHcit  No,  2  Staflus  Batis.) 


Receipts  durinft  the  year  ..  t7,soo 
Balance  owing  to  Bank  at 
the  end  of  the  year      ..  37,100 

£44.600 


Owing  to  Bank  at  tlie  be- 
ginning of  the  year    . .  04,600 
Payments  during  the  year  30,000 

£44.Coo 


BAtANcB  Sheet, 


{CamuU  No.  i  Caak  Basis.) 


Liabililus 

Sundry  Creditors  ..  ..  i,^ 
Owing  to  Bank  (see  Cash 

Account)  1,000 

Surplus :—  £ 

At  beginning  of  year  35,600 

^  Prol  y^J^ 


Asuts 

Sundry  Debtors  , . 
Stock  


£ 
3,300 

30,000 


and  Loss 
Account) . , 


34)00 


aSjoo 


£3a.30O 


Digitized  by 


Googisr 
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{Coimeit  No.  2  Surfhs  Basts.) 


LiMbilitia 

Sundry  Creditors  i.Soo 
Owing  to  Bank  (s«e  Cash 

Account)   37,100 

Surplns :—  £ 
At  beginninf;  of  year  joo 
DuriDft  tb«  year  (se« 
Profit   and  Lou 
Ao(»uni}  ..  s.goo 

 ~ 


AiattM 


Sandnr  Debtor* 
Stock.. 


£ 
9,300 
30,000 


It  will  be  observed  from  the  Profit  and  Loss  Account 
that  although  the  payments  during  the  year  have  exceeded 
the  receipts  by  £2,500,  the  income  has  exceeded  the 
expenditure  by  £3,900,  and  following  the  accounts  into 
the  Balance  Sheet,  always  bearing  in  mind  the  distinctive 
policies  of  the  two  councils,  we  find  that  Council  No.  i 
has  accumulated  a  working  surplus  of  ^38,500,  insufficient 
only  to  the  extent  of  £3,000,  which  will  be  provided  for  in 
the  next  rate. 

Council  No.  a  has  a  surplus  (certainly  not  a  working 
surplus)  of  ^^3.400,  and  if  the  rates  are  high,  this  will 
probably  be  regarded  as  a  "Ood-send  "  wherewith  to 
reduce  them,  and  it  may  be  assumed  that  the  Council 
would  leel  no  rompunrtion  in  asking  the  bank  to  increase 
their  loan  of  ^^7,100  to  ;^3o,5oo,  so  as  to  enable  them  tu 
Continue  the  carrying  on  of  their  undertakings. 

I  do  not  suggest,  of  course,  that  any  authority  is  exactly 

in  the  jrasition  of  Council  No.  a,  but  merely  state  these 
figures  In  illustrate  the  tendency  of  the  system,  and  to 
draw  attention  to  the  possible  ultimate  result  in  the  event 
of  a  rigid  adherence  b>  what  1  have  termed  the  surplus 
basis  of  rate  laying. 

It  may  be  interesting,  however,  to  further  examine  the 
position  of  Council  No,  a. 

The  Council  being  in  business  with  insufficient  coital  is 
cumbered  with  the  difficulties  of  arranging  terms  with  its 
bankers  ;  the  overdraft  which  is  required  is  permanent  and 
increasing,  and  there  is  the  necessity  for  a  perpetual  levy 
on  the  lates  to  meet  bank  interest. 

The  legal  position,  however,  presents  the  most  serious 
aspect.  It  will  be  recognised  that  as  bank  interest  is  an 
illegal  payment,  it  cf>uld  be  objected  to  as  part  of  the  rate, 
but  what  about  the  overdraft  itself?  It  will  be  clear  that 
the  whole  of  it  had  been  occasioned  by  payments  made  to 
meet  expenditure  incurred  during  a  period  prior  to  six 
months  before  the  laying  of  the  rate,  and  r<msequently  no 
part  of  it  could  be  included  in  any  subsequent  rate, 
without  the  danger  (on  the  intervention  of  a  ratepayer)  of 
the  rate  being  declared  bad. 


I  am  able  in  this  conaection  to  quote  the  judgment  of 
Mr.  Justice  Farwell,  in  a  case  recently  before  the  Courts, 
which  will  show  the  seriousness  of  the  position,  and  we 
may  gather  that  those  rating  autborities  who  may  be  pro- 
ceeding upon  hues  in  any  way  similar  to  those  adopted  by 
Council  No.  a,  may  be  called  upon  to  face  difficulties 
which  may  prove  really  disastrous. 

The  case  Attorttty-Gtntral  v.  Dt  WiHtOH  was  heard  on 
the  7th  April  of  this  yeu,  in  the  Hi^h  Court  of  Justice 
(Chancery  Division;,  before  Mr.  Justice  Farwell,  and  was 
brought  at  the  relation  of  a  burgess  and  councillor  of  the 
borough  of  Tenhy  against  the  Treasurer  of  the  borough  to 
impeach  the  Treasurer's  accounts  so  far  as  they  related  to 
payments  for  interest  on  overdrafts  with  which  the 
Treasurer  had  credited  himself  and  debited  the  borough 
funds. 

The  Town  Council  appeared  to  be  in  the  habit  of  over- 
drawing the  Borough  I'und  Account,  and  also  various 
other  accounts  under  the  Public  Health  and  other  Acts, 
and  the  defendant  had  charged  interest  to  the  Town 

Council, 

The  Attorney-General  claimed  (i)  a  declaration  that 
these  payments  of  interest  were  illegal  and  to  the  know- 
ledge of  the  Treasurer  beyond  the  powers  of  the  Corpora- 
lion,  and  a  breach  of  trust ;  and  [2)  an  injunction  restrain* 
ing  the  Treasurer  from  crediting  himself  with  any  further 
sums  out  of  the  Council's  moneys. 

The  learned  Judge,  in  giving  judgment  in  accordance 
with  the  application,  with  costs  against  the  defendant, 

said :  — 

"It  is  plain  that  this  Court  would  have  jurisdiction 
to  restrain  the  borough  from  misapplying  these  funds 
on  the  ground  of  breach  of  trust.  The  defendant  is  the 
Council's  Treasurer,  he  knows  that  the  moneys  with 
which  he  has  credited  himself  are  trust  moneys,  and 
he  cannot  escape  by  pleading  the  wrongful  orders  of  Mis 
employers.  The  Treasurer  is  not  a  mere  sertiant  of  the 
Council,  he  awes  a  duty  and  stands  in  a  fiduciary 
relation  to  the  burgesses  as  a  body." 

An  objection  had  been  raised  to  the  Attorney -neneral's 

application  inasmuch  as  the  Municipal  Corporations  Act, 
1883  (Section  141),  had  provided  a  means  of  testing  the 
legality  of  orders  of  town  councils  directing  payments  by 
removing  such  orders  into  the  King's  Bench  Division  t>f 
the  High  Court  by  writ  of  certiorari,  but  on  this  point  the 
Court  held  that  the  provision  did  not  exclude  other 
remedies,  and  particularly  the  right  to  obtain  an  injunc* 
tion  restraining  illegal  expenditure. 

Some  reference  was  made  during  the  hearing  of  this  case 
to  the  case  of  Smith  v.  Southampton  Gorporati^  Kiay 
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190X.    and   it   may  be   well   to   briefly   Tecall  the 

ctrcnmstances. 

An  objection  was  raised  by  a  ratepayer  to  certain  items 
which  were  included  in  the  estimates  for  general  district 
rate.  He  contended  that  the  rate  was  bad  because  it 
iacluded  provisuin  for  payment  of  debts  whidi  had 
become  payable  more  than  six  months  before  the  rate 
was  made. 

It  appeared  that  it  bad  been  the  practice  to  carry  over 

losses  on  Revenue  Account  to  a  Suspense  Account,  and  the 
Suspense  Account  was  by  resolution  of  the  Council  to  be 
cleared  b?  sums  of  one-fifth  over  a  period  of  five  years. 

The  corporation  showed  that  the  tradesmen  to  whom 
the  debts  were  due  in  the  first  instance  had  been  paid  by 
cheque  on  the  corporatioa's  bankers,  and  ai^ned  that  the 
disputed  items  were  covered  by  a  current  overdraft  at  the 
bank,  which,  being  balanced  every  day,  was  not  a  charge 
incurred  more  than  six  months  before  the  making  of  the 
rate.  The  corporation  contended  also  that  the  estimate  of 
the  zate  was  not  admissible  evidence  of  the  purpose  to 
which  it  was  intended  the  rate  should  be  put,  and  that  as 
tbe  estimated  income  for  the  current  year  apart  from  the 
rate  would  more  than  cover  the  items  in  dispute,  it  could 
not  be  shown  that  it  was  intended  to  apply  the  rate  to 
the  payment  of  these  items. 

Hie  Recorder  of  Southampton,  before  whom  the  case 
was  first  heard,  held  that  the  rate  was  bad,  and  on  appeal 
to  the  King's  Bench  Division,  this  judgment  was 
upheld. 

In  the  course  of  his  remarks,  Mr.  Justice  Channel 
said :  — 

"The  objection  means  that  any  particular  ratepayer 
is  entitled  to  say, '  ycu  art  cMarging  me  with  a  sum  that 
ought  to  ham  been  charged  ufau  and  paid  by  ratepayen 
in  previous  years^  and  to  that  extent  it  is  a  meritorious 
objection." 

And  further :  — 

"  &f r.  Macmorran's  argument  seems  to  me  to  come  to 
this,  that  the  effect  of  that  six  months'  clause  is  that 
tbe  corporation  may  always  have  a  floating  debt 
arising  from  past  eijpenditure,  provided  that  debt  does 
not  exceed  six  months*  income,  because  if  it  does,  they 
can  always  by  an  adjustment  of  the  accounts  and 
borrowing  money  from  the  bankers  say  it  has  occurred 
in  the  last  six  months.  I  think  that  it  is  not  a  mattet 
of  appropriation  of  accounts  at  all,  it  is  a  matter  of 
substance,  and  looking  at  the  resolution  that  was 
passed,  it  is  perfectly  clear  that  the  corporation  has 
been  exceeding  its  borrowing  powers,  that  in  fact  it 
has  got  into  debt,  and  has  got  this  sort  of  floating  debt. 


"  I  see,  looking  at  the  judgment  of  the  learned 
Recorder,  which  is  part  of  the  case,  he  says  they  have 
secured  the  services  of  an  accountant  who  has  drawn 
their  attention  to  it,  and  they  have  been  making  an 
effort  to  clear  it  off  by  charging  so  much  to  each  year 
until  they  got  the  matter  straight.  I  think  that,  how- 
ever laudable  it  may  have  been  for  them  to  do  that,  in 
point  of  fact  the  way  in  whieh  they  have  done  it  it 
clearly  to  charge  upon  the  present  ratepayers  expenditure 
which  really  was  incurred  in  past  limes  long  more  than 
six  months  before  the  making  of  the  rate." 

To  what  extent  corporations  may  be  affected  by  the 
decision  in  the  Tenby  case,  one  can  oivly  conjecture,  but 
it  is  reasonable  to  assume  that  from  the  publici^  given  to 
it,  and  from  the  criticisms  which  are  being  made  in 
financial  and  other  newspapers,  suspicion  may  be  aroused, 
and  that  the  banks  (particularly  those  whose  managers  are 
in  the  position  of  Treasurer)  will  institute  a  very  strict 
examination  into  the  finances  of  those  bodies  with  whom 
they  may  be  concerned. 

This  is,  of  course,  as  it  should  be,  but  it  is  to  be  feared 
that  a  much  greater  difficulty  will  be  experienced  in  the 
arrangements  of  terms  and  conditions  with  banks  generally. 

Taking  the  judgment!!  together  in  relation  to  bttth  funds, 
it  is  clear  that  bank  interest  on  Revenue  Accounts  is  not 
under  any  circumstances  payable  ;  and  as  to  the  overdraft, 
where  such  overdraft  occurs  in  the  Revenue  Account  of  a 
district  fund,  and  is  occasioned  by  payments  in  past  years, 
there  does  not  appear  to  be  any  ordinary  legal  means  of 
getting  straight.  Any  inclusion  in  an  estimate  of  a  snm  to 
pay  off  a  portion  of  the  overdraft  would  be  ultra  vires,  and 
the  rate  could  be  quashed. 

It  would  appear,  therefore,  that  the  only  straightforward 
course  would  be  to  seek  powers  under  a  Bill  on  somewhat 
similar  lines  to  the  Education  (Provision  of  Working 
Balances)  Act,  to  be  allowed  to  pay  off  the  overdraft  by 
instalments ;  but  this  would  very  probably  lead  to  the 
imposition  of  local  government  audit- 
Possibly  the  best  means  of  gauging  the  position  would 
be  to  consider  what  action  would  be  taken  by  a  district 
auditor  under  certain  conditions. 

Assuming  that  a  Council  estimated  the  requirements 
.for  a  general  district  rate  at  ;f3o,ooo,  and  levied  a  rate 
accordingly,  but  expended  ^40,000,  the  auditor  could  pro- 
ceed against  the  Treasurer  in  respect  of  the  overdraft 
occasioned  by  every  payment  up  to  the  additional  j£io,ooo. 
As  a  matter  of  fact,  he  would  not  do  this,  but  would  give 
directions  for  the  whole  of  the  ^io,ooa4o  be  included  in 
the  next  rate.   This  would  Oi^if^stjeb^iA&EdQlQ^L^ght 
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be  presumed  that  the  items  which  made  up  the  amount 
had  become  due  for  payment  during  the  last  six  months. 

In  preparing  the  next  year's  rate,  however,  it  may  be 
found  that  the  inclusion  of  the  ^10,000  would  necessitate 
a  larger  rate  than  the  council  is  prepared  to  lay,  and  if  it  is 
decided  to  provide  for  only  ^3.000,  there  would  be  at  the 
end  of  the  next  year  ^^7,000  owing  to  banker.  In  this  case 
the  auditor  would  surcharge  the  council  with  the  ^^'7,000, 
as,  seeing  that  the  whole  of  it  was  a  balance  due  to 
expenses  incurred  over  a  year  ago,  it  could  not  now  be 
included  in  an  estimate,  and  the  action  of  the  auditor 
would  be  imperative,  so  as  to  safeguard  himself  as 
between  a  ratepayer  and  the  High  Court. 

In  regard  to  the  borough  fund  it  would  seem  that 

similar  conditions  would  apply,  in  that  the  original  pay- 
ments making  up  the  £t,ooo  had  already  "  come  in  course 
of  paymrat  *' ;  and  they  could  not  be  brought  in  again  by 
drawing  upon  a  new  account  at  the  bank  within  six  months 
of  the  making  of  a  rate  to  pay  off  the  overdraft  on  the  old 
one. 

From  these  points,  and  from  the  fact  that  the  Treasurer 
of  a  borough  may  be  held  personally  responsible  for  an 
overdraft,  we  shall  be  inclined,  I  think,  to  take  a  lesson, 
and  it  will  behove  us  to  watch  carefully  our  finances,  and 
bring  forcibly  to  the  notice  of  our  respective  councils  any 
tendency  in  policy  or  procedure  which  might  lead  us  into 
a  position  of  insecurity  and  disrepute. 


|>ersonaI. 


Mr.  a.  Damgbrfibld,  F.C.A.,  of  56  Cann<Hi  Street, 
t.ondon,  E.G.,  announces  that  he  has  taken  into  partnership 
Mr.  F.  S.  CopPACK,  A.C.A.,  and  Mr.  E.  Dobbll,  A.C.A.. 
who  have  for  many  years  been  associated  with  him  in 
business.   The  style  of  the  firm  will  remain  unaltered. 

Messrs.  PKOCToit,  Chartered  Acconntants,  of  3  Grim- 
sl^aw  Street,  Burnley,  announce  that  they  have  taken  into 
partnership  Mr.  Edward  Wood,  Chartered  Accountant, 
who  has  been  with  them  fiar  the  last  fifteen  yeara.  Hie  firm 
will  continne  to  practise  under  the  same  name  as  hitherto. 

Ths  partnership  between  Charles  Cox  Smith  and 
Cbarlbs  Richards,  carrying  on  business  as  Chartered 
Accountants,  under  the  style  or  firm  of  C.  C.  Smith  & 
Richards,  at  Cobden  Chambers,  Corporation  Street,  in  the 
city  of  Birmingham,  has  been  dissolved  by  mutual  consent. 
Mr.  Richards  will  carry  on  business  for  the  present  at  the 


same  address  as  above,  under  the  style  or  firm  of  Ckas. 

Richards  &  Co. 


Aeettn00  tor  tbe  ensuina  Vlleeft. 

Ttusday—lvsrrrvn  of  Chartbrbd  Accountants.— Exami- 
nation Committee,  at  a  p.m. 

Wedntsday—jN  sitrvTR  OF  Chastbred  Accoontaiits.  — 
Finance  Committee,  at  12.30  p.m. ;  Council  Meeting, 
at  2  p.na. 


failures  and  Mils  of  Sale  in  J6naKan6 
and  TROales* 

AccoitDiNa  to  Kmf's  MmanitU  Gaotfi,  the  total  number 
of  commercial  fiutnres  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  June  agth,  was  150,  vis. : — 
New  Bankruptcy  Proceedings  published  in  the  London  GmtU, 
79;  Deeds  of  Airangement  registered,  71,  The  reipectiye 
numbers  in  the  oorrespondiog  woA  of  last  year  ware  : 
Bankruptcies,  90 ;  Deeds  of  Arrangement,  54 — total,  144  ; 
being  an  increase  of  6.  The  total  number  of  commercial 
bilnres  recorded  dnring  the  26  weeks  of  the  present  3rear  is 
4,330 ;  the  total  number  recorded  in  the  corresponding  26 
weeks  of  last  jrear  was  4,376,  showing  a  decrease  of  236. 

The  nnmbn  of  Bills  of  Sale,  including  Re-r^strations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
June  29th,  was  134.  The  number  tn  the  corresponding  week 
of  last  year  was  134  also,  showing  no  alteration.  The  total 
cumber  filed  during  the  26  weeks  of  the  present  year  is 
3,873 :  the  total  number  filed  in  the  conespondiag  26  weeks 
of  last  year  was  4,286,  showing  a  decrease  of  4x3. 


Debentares. 


The  Mortgages  and  Charges  reglstarad  by  limitad 
companies  in  England  and  Wales  dnring  the  weA 
ending  Friday,  June  29th,  amounted  to  ^2,399,790,  by  wajr 
of  addition  to  ;^i,629,2a4^ipnvf«9i^i8siwd  ter  the  same 


July  7.  1906. 


THE  ACCOUNTANT 


23 


companies.  The  amount  roistered  in  the  corresponding 
week  of  last  year  was  ^i,88g,oS6,  showing  an  increase  of 
1^310,704.  The  total  amount  registered  during  the  26 
weelts  of  the  present  year  was  j^43,22i,6o6  (in  addition  to 
the  issues  in  i»ieviotts  yean  by  the  same  companies),  as 
compared  with  £l^,gJ.o,^2&  for  the  corresponding  26  weeks 
in  1905,  sfaowii^  an  increase  of  ^^4.310,878. 


The  Profession  In  Scotland. 


Obituary. 

The  death  took  place  at  Honolulu,  on  the  23rd  ult,,  ol 
Mr.  John  Buroett  Walker,  C.A.,  second  son  of  the  late 
Captain  William  Walker,  Woodville  Place,  Mary  field, 
Dundee.  The  deceased,  who  was  lately  with  Messrs. 
Mackay,  Irons  &  Co.,  C.A.,  Dundee,  had  only  just  arrived 
in  the  Sandwich  Islands  to  take  up  an  appointment,  and 
be  succumbed,  it  is  understood,  to  an  attack  of  dyseateiy. 
He  was  only  twenty-«i^t  years  of  age. 


PenonaL 

Mr.  William  Annan,  C.A.,  has  begun  the  practice  of  his 
profession  at  N'o.  6a  George  Street,  Kdinburgh. 

Mr.  J.  Rowan  Thomson,  C.A.,  has  removed  from  314  to 
154  High  Street,  Kirkcaldy, 


Edinbupgh  Ghartend  Aoeountaiits  Btudenta'  Boetety. 


The  annual  general  meeting  of  this  Society  was  beld  at 
37  Queen  Street,  Kdinburgh,  on  the  sist  June,  when  there 
«a>>  a  small  attendance.  The  report  by  the  Committee  and  t 
the  accounts  were  unanimously  adopted.  The  following 
were  elected  office-bearers  for  session  1906-7 : — Hon. 
I*zesident,  Mr.  J.  A.  Robertson-Durham;  Hon.  Vice- 
Presidents,  Bfessrs.  C.  E.  W.  Macpherson,  R.  C. 
Millar,  James  Walker,  and  John  Hamilton ;  Presidents, 
Messrs.  J.  Shiels  Alexander,  P.  A.  Guthrie,  and  C.  Mait- 
land  Smith;  Secretary,  Mr.  Alexander  Clapperton ; 
Treasurer.  Mi.  F.  A.  Ross ;  Auditor,  Mr.  F.  Tod.  Four 
new  members  of  the  Committee  were  elected  in  room  of 


the  four  senior  members  who  retired.  The  prizes  offered 
to  apprentices  by  the  Council  of  the  Society  of  Accountants 
in  Edinburgh  for  the  best  essay  on  '  Vouching  and 
"Instructing  (1)  Cash  Transactions  of  Commercial 
Limited  Liability  Companies ;  (2]  Testamentary  Trust 
"  Accounts,"  have  been  won  by  the  following  gentlemen :  — 
(1)  Mr.  Turner  McLauchltn,  6  North  St.  David  Street, 
Edinburgh ;  (3)  Mr.  J.  Leonard  Apedaile,  21  Rutland 
Street,  Edinbu^h ;  Mr.  H.  Donaldson,  30  York  Place, 
Kdinburgh. 


Oenwrnl  g«*ininiiij  Board  of  the  BeotUah  Bodetlu. 


The  results  of  the  recent  half-yearly  examinations  by  the 
General  Examining  Board  of  the  Scottish  Societies  have 
become  available.  Of  82  candidates  for  the  Preliminary 
Examination,  49  passed  and  33  failed.  Of  61  candidates 
for  the  Intermediate  Examination,  50  passed  and  1 1 
failed.  Of  67  candidates  for  the  Final  Examination,  21 
passed  the  whole  examination,  24  passed  in  the  first 
division,  one  in  the  second  division,  and  21  failed. 

The  following  are  the  candidates  who  were  successful 
in  passing  the  Preliminary  Examination: — William 
Alexander  Allan,  59  I^amington  Terrace,  Kdinburgh; 
William  James  Anderson,  6  North  St.  David  Street, 
Edinburgh  ;  Alexander  William  Angus,  82  Craiglea  Drive, 
Edinburgh;  James  Baxter,  9  Midmills  Koad,  Inverness; 
Ninian  Stewart  Brown  (Dunn  &  Todd),  166  Buchanan 
Street,  Glasgow ;  Percy  Brown,  4  Rickie  Terrace,  Bangor, 
County  Down,  Ireland;  William  Brown,  12  James  Street, 
Greenhead,  Glasgow  ;  William  Thomas  Burrows  (James 
Sneddon),  78  Quarry  Street,  Hamilton;  Robert  Claik 
(Mrs.  Noble),  335  Great  Western  Koad,  Glasgow ;  James 
Bryce  Clarke  (Brown,  Fleming  &  Murray),  175  West 
George  Street,  Glasgow;  Arthur  Charles  Combe,  Loretto, 
Musselburgh;  John  Cowan  (Thomson  &  Boyd),  65  Renfield 
Street,  Glasgow ;  John  Caird  Cownie,  3  Calton  Terrace, 
Aberdeen ;  John  Henry  Crawford  (Allan  ft  Clapperton), 
1  Church  Place,  Greenock  ;  Samuel  Gordon  Crimes,  Dun- 
goyne,  Hawkhead  Koad,  Paisley  ;  Robert  Cocks  Cunning- 
ham, Hillside,  Broughty  Ferry  ;  Arthur  Aitken  Davidson, 
43  Fonthill  Road,  Aberdeen ;  Cecil  Stewart  Denham 
(Davidson,  Workman  ft  Gilchrist),  190  West  George 
Street,  Glasgow ;  Donald  Dewar  (Thomas  McI jntock  & 
Co.),  149  West  George  Street,  Glasgow;  Arthur  Dickson, 
148  Craiglea  Drive,  Edinburgh ;  Ross  Munn  Dunlop, 
Denton  House,  Partickhill,  Glasgow ;  Hugh  William 
Alexander  Dunn,  77  Parliamen^  Hil^l^H^^^^ii^^|>^oa, 
N.W. ;    John   Michael   Gmis^e    ^.    B.  Wtf&augh). 
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b8o  Hope  Street,  Glasgow;  John  Hepburn  (Smith  & 
Williamson),  142  St.  Vincent  Street,  Glasgow;  Stephen 
Hulme,  Junr.  (Taylor  &  Ireland),  55  Bath  Street. 
Glasgow;  George  Hunter.  10  Wellington  Street.  Edin- 
burgh ;  David  Gow  Kemp,  Junr.  (Fraser  &  Fergusson), 
333  West  George  Street,  Glasgow ;  Hubert  Victor  Kirk- 
patrick  (Findlay,  Kidston  &  Goff),  102  Hope  Street, 
Glasgow ;  James  Laughland  (Walter  &  W.  B.  Galbraith), 
87  St.  Vincent  Street,  Glasgow ;  Alexander  McCrackan, 
47  Princes  Street,  Perth ;  Norman  McEachen  (Alexander 
Sloan  &  Co.),  190  West  George  Street,  Glasgow ; 
William  Mackenzie,  Junr.  (Mitchell  &  Smith),  59  St. 
Vincent  Street*  Glasgow;  Neil  Mackinnon.  31  West  Mait- 
land  Street.  EdiOburgh ;  Dancan  McNiocrf  (Mackie  & 
CUrk),  124  St.  Vincent  Street,  Glasgow ;  Charles  Henry 
Masterton,  2  Nairoe  Place,  Dundee;  William  Armour 
Millar,  18  St.  Andrew  Square,  Edinburgh  ;  Robert  Stephen 
Milne,  Royston,  Bridge  of  Weir ;  Robert  Edward  Mitchell 
(Fraser  ft  Fergusson).  33a  West  George  Street,  Glasgow ; 
PoUok  Sinclair  Nisbet,  13  Northumberland  Street,  Edin- 
burgh i  James  Christopher  Patterson  (Thomas  Kelly), 
150  Hope  Street,  Glasgow;  Robert  Campbell  Reid,  Scott 
House,  Kinnear  Road.  Edinburgh ;  Walter  Graham 
Reynolds  (Moores,  Carson  ft  Watson).  309  West  George 
Street,  Glasgow;  Charles  Robertson,  Castle  Campbell 
Hotel,  Dollar;  George  Nicol  Ross,  59  Cotton  Street, 
Aberdeen ;  George  Sievewright  (George  B.  McKean), 
141  St.  Vincent  Street.  Glasgow ;  Sidney  Herbert  Steven, 
7  Ward  Road,  Dundee;  Laurence  Wilson  Thorn  (Moores, 
Carson  ft  Watson),  209  West  George  Street,  Glasgow ; 
Harold  Leonard  Vallance  (Macdonald,  Stewart  Sc.  Stewart), 
116  Hope  Street,  Glasgow;  Wallace  Jack  Watt  (Robert 
Dempster  ft  Brechin},  122  Wellington  Street.  Glasgow. 

The  following  were  held  exempt  from  this  examination 
on  production  of  school-leaving  and  other  equivalent 
certificates: — Lambert  Henderson  Bailey  (Dunlop  ft 
Murray),  188  St.  Vincent  Street,  Glasgow ;  Robert  Stewart 
Craig  (Fraser  ft  Fergusson],  232  West  George  Street, 
Glasgow;  Robert  ScoU  Cree  (McClelland.  Ker  &  Co.). 
115  St.  Vincent  Straet.  Glasgow;  George  Herbert 
McConnell  (Moores,  Carson  ft  Watson),  209  West  George 
Street,  Glasgow ;  Frank  Walter  McDowall  (George 
McBean),  141  St.  Vincent  Street,  Glasgow ;  James  Elliot 
Balfour  Melville  (Lindsay,  Jamieson  ft  Ualdane).  24  St. 
Andrew  Square,  Edinburgh;  Alexander  Muir  (James  H. 
Parker),  89  West  Regent  Street,  Glasgow ;  Patrick  Mon- 
crieff  Murray  (Maxton  Graham  ft  Sime),  133  George  Street, 
Ediobai^h ;  Allan  Rae  (G.  H.  Cauphio),  29  Stafford 
Street.  Edinburgh;  John  Alexander  Robin,  7  Colville 
Gardens.  Bayswater,  London.  W. ;  Robert  Rogerson 
(McLay,  McAllister  ft  McGibbon),  94  Hope  Street, 
Glasgow ;  Robert  Gordon  Simpson  (Dewar  &  Robertson), 

Alva  Street.  Edinburgh ;  Hariy  William  Steele  (Mooies, 


Carson  &  Watson),  209  West  George  Street,  Glasgow; 
Charles  Stewart  (Black,  Stewart  &  Co.),  203  Hope  Street, 
Glasgow ;  James  Reid  Young  (Hardie  ft  Grieve),  157  St. 
Vincent  Street,  Glasgow. 

The  following  were  the  successful  candidates  at  the 
Intermediate  Examination  :  — James  Alexander  (Thomson, 
Jackson,  Gourlay  ft  Taylor),  24  George  Square,  Glasgow  ; 
David  Begg  (Hardie  &  Grieve),  157  St.  Vincent  Street, 
Glasgow ;  Gauntlett  Henry  Blake  (Allan  ft  Clappeiton), 
3  Church  Place,  Greenock ;  James  Campbell  Burton 
(Moores,  Carson  ft  Watson),  209  West  George  Street, 
Glasgow ;  Malcolm  Norman  Campbell  (Smith  ft  William- 
son), 142  St.  Vincent  Street,  Glasgow;  Alexander  Scott 
Carson  (Reid  ft  Mair).  40  St  Vincent  Place.  Glasgow ; 
James  Jenkins  Cowan  (Gourlay  &  Deas),  134  St.  Vincent 
Street,  Glasgow;  Andrew  Craig  (John  Mann  ft  Son), 
142  St.  Vincent  Street,  Glasgow ;  James  Miller  Craig 
(Clunie  ft  Scott),  3  St.  Andrew  Square,  Edinburgh ; 
Thomas  Johnston  Cunningham,  19  Abbotsford  Park.  Edin- 
burgh; Henry  James  Barr  Dunlop  (Brewis  ft  Rainie), 
5  North  St.  David  Street,  Edinburgh ;  Robert  Simpson 
Duthie  (James  Campbell),  163  St.  Vincent  Street, 
Glasgow ;  James  Alexander  Falconer,  Ballinreach,  Clach- 
aaharry  Road,  Inverness ;  Archibald  Fecrie,  Junr.  (McLay, 
McAllister  ft  McGibbon),  94  Hc^  Street,  Glasgow; 
Andrew  Cameron  Forrest  (Walter  ft  W.  B.  Galbraith), 
87  St.  Vincent  Street,  Glasgow;  James  Gillies  (John 
Gillies),  140  Hope  Street,  Glasgow ;  William  Gray 
(Rattray  Bros.,  Alexander  &  France),  115  St.  Vincent 
Street.  Glasgow;  William  Hugh  Haney  (Drynui,  Fulton  ft 
Mitchell),  194  St.  Vincent  Street,  Glasgow;  Henry  James 
Ironside,  1  Hope  Park  Square,  Edinburgh;  Herbert  Rollo 
Jolly  (Watson  ft  Morrison),  16  South  Charlotte  Street, 
Edinburgh;  Stephen  Hall  Currie  Kerr,  Ijxmount  Villas, 
East  THnity  Road,  Edinburgh ;  William  Robert  Lindsay 
(Ernest  Jack),  4  Blackfriars  Street,  Perth;  Kenneth 
McGibbon  (Thomson,  Jackson,  Gourlay  ft  Taylor), 
34  George  Square,  Glasgow;  Thomas  Mackenzie  (Mclntyre 
ft  Grant).  13  Albert  Square.  Dundee;  William  Dow 
McNaught  (Ferguson  ft  Vost),  108  Hope  Street,  Glasgow ; 
Charles  John  McNaughten  (T.  A.  Craig],  139  St.  Vincent 
Street,  Glasgow ;  Archibald  Macqueen,  Junr.  (Carswell. 
Murray  &  Lauder),  69  St.  Vincent  Street,  Glasgow ;  Peter 
WUson  Morrison  (Dunlop  ft  Murray).  188  St.  Vincent 
Street,  Glasgow;  Henry  Heys  Muir  (AlexandM  Sloan  ft 
Co.],  190  West  George  Street,  Glasgow;  Patrick  Moncrieff 
Murray,  7  Eton  Terrace,  Edinburgh ;  Frank  Fairweather 
Nicoll  (Mclntyre  &  Grant),  13  Albert  Square,  Dundee ; 
Thomas  Brown  Nicoll  (Grahams  ft  Co.).  aia  West  George 
Street,  Glasgow;  Frank  Noble,  173  Pollock  Street, 
Glasgow;  David  Hamilton  Fotheringham  Orr  (D.  ft  A. 
Cuthbertson,  Provan  ft  Strong),  190  West  George.  Street, 
Glasgow ;  William  Pate  (Mackay.  Irons  ft  CoT),  13  Albert 
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Square,    Dundee ;    James    Kaox    KirkUnd  Patersm 

(William  J.  Taylor),  165  Hope  Street,  Glasgow;  John 
Philp,  58  Caversham  Road,  Kentish  Town,  London, 
N.W. ;  Robert  Bower  Ritchie  (Carter,  Greig  ft  Co.).  5  St. 
Andrew  Square,  Edinburgh ;  larr  Peter  Mackintosh 
Robertson,  69  Merchiston  Crescent,  Edinburgh ;  Richard 
Annand  Russell  (Marqais  ft  Hall),  aai  Union  Street,' 
Aberdeen  ;  Thomas  Nicholson  Scott  (Wilson  &  Nelson). 
15s  Wellington  Street,  Glasgow ;  James  Douglas  Smith 
(Wight  ft  Wight),  150  Hope  Street,  Glasgow;  James 
Geddes  Baird  Smith  (Moores,  Carson  &  Watson),  209  West 
George  Street,  Glasgow ;  William  Mackay  Sparke 
(Romanes  ft  Munro),  50  Frbderick  Street.  Edinburgh ; 
John  Cairns  Tennant  (John  Wilson  ft  Stirling),  154  St. 
Vincent  Street,  Glasgow;  William  Ellerslie  Wallace 
(Whyte  &  Williamson),  156  Union  Street,  Aberdeen; 
Moses  Laird  Williamson  (Rattray  Bros.,  Alexander  ft 
France),  115  St.  Vincent  Street,  Glasgow ;  Thomas 
William  Winter,  Junr.,  41  Rylett  Road,  Shepherd's 
Bosh,  London,  W. ;  George  WooUey  (Carter,  Greig  ft  Co.), 
S  St.  Andrew  Square,  Edinburgh ;  Hugh  Douglas  Young 
(Reid  &  Mair),  40  St.  Vincent  Place,  Glasgow. 

The  following  gentlemen  have  now  passed  the  Final 
Examination :— William  Herbert  Anderson  (Kerr,  Ander- 
sons ft  Macleod)',  ^49  West  George  Street,  Gla^ow; 
Robert  John  Blackadder  (T.  H.  B.  Rorie),  33  Albert 
Square,  Dundee ;  Robert  Charles  Brown  (Wilson  ft 
Johnston),  18  St.  Andrew  Square,  Edinburgh;  William 
Gibson  Carmichael  (Blaikie  &  Boyd),  33  Thistle  Street, 
Edinburgh ;  Gladstone  Cherry,  Forestville,  Renton ;  John 
James  Addison  Fergns,  27  Braid  Road,  Edinburgh ;  John 
Adam  Fullarton  (Fatersoa  &  Benzie),  63  St.  Vincent 
Street,  Glasgow;  Andrew  Prichard  Gilmouc  (Wilson  ft 
Nelson),  135  Wellington  Street,  Glasgow ;  Kenneth  Hen- 
derson, as  Drummond  Place.  Edinburgh  ;  William  Patrick 
Kelly,  14  Claremount  Terrace,  Edinburgh ;  Peter  William 
Kinnaird  (Grahams  ft  Co.),  212  West  George  Street, 
Glasgow ;  Cecil  Dunn  Macindoe  (McClelland,  Ker  ft  Co.), 
11$  St.  Vincent  Street,  Glasgow;  Noel  Livingstone 
Slackness,  St.  Mary's  Rectory,  Broughty  Ferry ;  John 
McMillan  Marshall  (Brewis  ft  Rainie),  5  North  St.  David 
Street,  Edinburgh;  Lewis  Findlay  Robertson  (Moody, 
Stuart  ft  Robertson),  9A  Ward  Road,  Dundee;  John 
Rassell  (Wallace  ft  Tannock),  145  St  Vincent  Street, 
Glasgow ;  Walter  Sanderson,  4  Kilmaurs  Road,  Edin* 
bar^ ;  John  Speirs  (Grahams  ft  Co.).  212  West  George 


Strert,  Glasgow ;  Charles  Somerville  Tnrcan,  33  Rojal 
Terrace,  Edinburgh. 


Bukn^iey  Rtform  In  SootlMd. 


A  public  meeting  of  all  interested  in  Scottish  bank- 
ruptcy reform,  convened  by  the  .  Scottish  Bankruptcy 
Reform  Association,  was  held  in  the  Merchants*  Hall, 
Glasgow,  on  the  sSth  ult.,  "for  the  purpose  of  taking  into 
"consideration  the  continued  unsatisfactory  state  of  the 
"  Scottish  bankruptcy  law,  and  to  take  such  steps  as 
"might  be  resolved  on  to  secure  early  legislation  to 
"remedy  the  defects."  Mr.  William  Jacks,  LL.D.,  pre- 
sided, and  there  was  a  fair  attendance. 

llie  Chairman  said  that,  like  the  rest  of  them,  tie  was 
very  pleased  to  see  that  a  Committee  had  been  appointed 

by  the  Government  to  inquire  into  what  alterations  were 
necessary  in  the  bankruptcy  law,  but  he  extremely 
regretted  that  the  reference  to  that  Committee  was  limited 
to  England  and  Wales.  In  a  sense  this  was  not  to  be 
regretted,  because  Scotsmen  were  conceited  enough  to 
think  that,  with  all  its  defects,  the  Scottish  law  was  better 
than  the  English  law.  Still,  there  were  many  defects  in  it 
which  they  would  like  to  see  remedied. 

Dtftets  and  Semeditt. 

Mr.  Walter  Johnston  (of  Samuel  Chisholm  ft  Co.),  Presi- 
dent  of  the  Scottish  Wholesale  Merchants*  Society,  said 
they  all  knew  how  inadequate  the  present  Bankruptcy  Act 
was  to  punish  fraudulent  debtors.  He  recollected  that 
fifty  years  ago  bankruptoy  had  an  injurious  effect  upon  a 
man's  social  position,  by  creating  a  feeling  of  distrust. 
Nowadays  a  man  did  not  abuse  his  social  position  by 
becoming  bankrupt,  it  was  so  common  a  thing.  They  were 
all  aware  how  many  people  were  really  dishonest  in  act. 
perhaps  not  intentionally,  but  who  lived  above  their 
income.  He  held  that  they  were  just  as  much  thieves  as 
people  who  tried  to  pick  their  pockets.  (Hear,  hear.)  In 
the  present  state  of  society  they  were  not  looked  upon  in 
that  light.  There  was,  thwefore,  much  need  for  am«nd- 
tnent  of  the  Bankrupt^  Act.  Fur  instance,  as  the  <law 
stood  at  present  a  man  might  be  one  year  eleven  months 
and  thirty  days  in  business  and  keep  no  books,  and  yet  he 
could  snap  his  fingers  at  anybody ;  whereas  if  be  was  one 
day  longer  in  business  he  could  be  put  in  prison.  That 
was  a  ve^  unreasonable  and  senseless  state  of  matters. 
The  Glasgow  wholesale  merdiants,  who  were  very  glad  to 
co-operate  with  Mr.  RuUierford,  the  Secretary  of  the 
Association,  in  the  proposed  measure,  had  experienced 
difficulty  for  years  in  respect  to  the  ease  wi^  which 
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bankrupts  got  their  discharge,  and  the  ease  with  vbich 
trust  deeds  were  manipulated.  A  man  was  approached  by 
an  accountant  and  asked  to  sign  a  trust  deed,  and  the 
accoantant  said  he  would  get  it  carried  through  all  right. 
He  got  possesnon  of  the  estate,  and  the  chances  were  that 
the  creditors  got  a  shilling  or  two,  while  the  accountant  got 
the  rest.  They  did  not  object  to  the  accountant — there 
were  accountants  and  accountants — but  he  maintained  that 
only  thoroughly  qualified  Chartered  Accountants  should 
be  entrusted  with  trust  deeds,  and,  further,  that  they 
should  give  security  for  their  intromissions.  At  the 
invitation  of  the  Glasgow  Wholesale  Merchants'  Society  a 
large  number  of  candidates  at  the  General  Ejection  had 
promisedi  if  returned,  to  support  the  Bill  which  they 
desired  to  see  passed.  With  regard  to  the  Imprisonment 
for  Debt  Bill,  he  remarked  that  those  who  were  in  the 
habit  of  going  to  meetings  of  creditors  must  be  astonished 
at  the  large  number  of  people  called  "respectable"  who 
were  owing  shopkeepers  veiy  considerable  amounts.  The 
shopkeeper  had  veiy  little  chance  of  recovering  his 
account,  because,  if  the  debtor  was  an  artisan,  the  creditor 
could  arrest  only  above  20s.,  and  it  was  a  notorious  fact 
that  a  very  considerable  number  of  working  men,  rather 
than  pay  their  just  and  lawful  debts,  would  work  a  day  or 
two  less  in  the  week  in  order  to  defraud  the  shopkeeper. 
In  these  days  of  severe  competition — not  to  speak  of  that 
gigantic  affair  which  was  carried  on  under  the  guise  of 
brotherhood  in  the  name  of  co-operation,  and  was  crush- 
ing a  great  many  out  of  business — when  profits  had  almost 
reached  the  vanishing  point,  they  had  a  right  to  see  that 
Acts  were  passed  to  protect  them.  Mr.  Johnston  concluded 
by  moving  the  following  resolution  : — "  That  the  applica- 
"  tion  of  the  process  of  cessio  and  the  abolition  of 
"imprisonment  for  debt  in  Scotland  have  rendered  the 
"Scottish  bankruptcy  laws  extremely  difficult  to  admin- 
"ister,  and  the  only  satisfactory  mode  of  dealing  with  the 
"subject  is  by  the  repeal  of  the  various  existing  statutes 
"and  the  passing  of  a  consolidated  measure,  with  neces- 
"  sary  amendments  adequate  to  present  requirements.** 

Mr.  W.  S.  Cochrane,  writer,  in  seconding,  said  that 
although  the  1856  Bankruptcy  Act  must  have  been  a  very 
good  Act  when  it  was  passed,  as  it  had  existed  up  till 
now,  there  were  a  great  many  anomalies  at  the  present 
time  that  must  be  reformed.  The  ex^encies  of  trade  were 
now  much  more  severe  than  they  were  fif^  years  ago,  and 
there  was  a  great  deal  of  credit  given  that  was  neret 
thought  of  then.  There  were  many  loopholes  of  escape  for 
.fraudulent  debtors  under  the  present  Act.  Procuiator- 
Fiscals  ought  to  be  pressed  by  trustees  of  bankruptcy 
estates  to  take  up  many  cases  that  they  did  not  touch  at 
present.  The  traders  were  practically  in  the  Fiscal's 
hands.  The  Cessio  Acts  were  simply  a  sham  and  a  fraud. 


It  was  very  difficult  to  realise  an  estate  under  them.  Trost 
deeds  required  to  be  greatly  remedied.  No  accountant 
should  be  able  to  take  a  trust  deed  from  any  debtor  unless 
he  registered  it  in  the  public  office  within  ten  days  ol 
obtaining  it.  He  agreed  with  Mr.  Johnston  on  the  question 
of  imprisonment  for'  debt,  and  said  that  the  English  law 
on  this  point  should  be  applied  to  Scotland.  The  land- 
lord's hypothec  should  be  abolished.  There  was  no 
reason  why  the  landlord  should  have  a  preferable  claim 
when  nearly  the  whole  effects  in  the  premises  were  sup- 
plied by  merchants. 

Mr.  W.  B.  Paterson,  writer,  quite  agreed  that  the  Bank* 
ruptcy  Act  should  be  reformed,  but  he  was  not  pr^wred 
to  see  cessio  altogether  abolished.  The  reason  wbj  the 
Cessio  Act  had  worked  so  badly  was  because  it  was  the 
most  difficult  thing  in  the  world  to  get  a  Procurator-Fiscal 
to  take  up  these  cases.  ITie  time  taken  in  getting  up  quasi- 
criminal  prosecutions  was  enormous.  It  was  also  difficult 
to  get  creditors  to  come  forward.  They  would  require  to 
get  a  separate  officer  paid  by  the  Crown^  who  would  have 
no  other  duty  but  to  carry  out  prosecutions  in  cases  of 
fraud  or  failure  to  pay.  Bankruptcy  examinations,  Mr. 
Paterson  proceeded,  were  a  farce.  The  Sfaezifi  retired 
from  the  room  because  he  hod  other  duties  to  perform,  and 
the  trustee  sat  in  one  comer  and  the  debtor  in  another, 
and  it  was  one  of  the  most  delightful  conversations  that 
could  be  imagined.  The  whole  machinery  required  to  be 
altered. 

The  resolution  was  unanimously  adopted. 

Mr.  A.  C.  Rutherford,  Secretary  of  the  Scottish  Bank- 
ruptcy Reform  Association,  gave  an  outline  of  the  work  of 
that  body  in  connection  with  the  question,  and  afterwards 
pointed  out  the  main  provisions  of  the  "  Bill  to  Consolidate 
the  Law  of  Bankruptcy  in  Scotland,"  which  was  accorded 
a  first  reading  in  Parliament  in  1890,  but  which  had  not 
gone  further.  He  said  that  the  Bill  was  a  great  advance 
upon  the  present  position  of  affairs,  and  it  struck  at  the 
root  of  some  of  the  most  glaring  defects  in  the  law.  Its 
principal  parts  dealt  with  the  restriction  of  preferences, 
the  separate  dealing  with  small  estates,  and  more  strict 
punishment  of  fraudulent  debtors.  It  also  covered  the 
ground  whereby  law  ^ents  might  practise  in  the  Court  of 
Session  in  bankruptcy  matters,  which  vrould  tend  towards 
economy  in  working  out  estates. 

Mr.  Robert  Keddie  moved  the  following  resolution:  — 
"That  the  Bill  to  Consolidate  and  Amend  the  Law  of 
"  Bankruptcy  in  Scotland,  promoted  under  the  auspices  of 
"  this  Association,  and  read  in  the  House  of  Commons  ia 
"  1890,  having  been  submitted  to  the  close  scrutiny  of  the 
"mercantile  and  legal  community^  tbroughouU.Scot]and. 
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'would,  if  passed  into  law  with  or  without  further  amend- 
"meat,  meet  with  general  approval,  accompanied  by  a 
'short  Bill  dealing  with  the  questioo  of  imprisonment  for 
"debt ;  and  that  the  following  be  appointed  a  committee 
"(with  power  to  add)  to  take  such  steps  as  in  their  judg- 
"meat  may  seem  best  to  secure  early  legislation  on  the 
'lines  of  the  fbr^piing  resolution,  and  to  report  to  a  sub- 
"sequent  meeting: — ^Messrs.  Jcunes  T.  Tullis.  James 
"Allan,  W.  S.  Dobson,  Walter  Johnston.  John  Filshill, 
'W.  S.  Cochrane,  Blacklock,  James  Leggat,  Hugh 
"  Osborne,  and  Dr.  Jacks." 

The  reiolntion  was  adopted,  and  the  proceedings  ended 
with  a  vote  of  thanks  to  Dr.  Jacks  for  presiding. 


Sank  SI)areboR>er0  fitts  Iffears  Boo. 


Some  little  time  ago  there  was  an  interesting  article  in 
Tig  Financial  Nemt  showing  how  strong  was  the  tendency 
for  ci^  names  to  be  perpetuated  year  after  year  and 
generation  after  generation.  On  a  Farringdon  Street  book- 
stall the  other  day  I  picked  up,  for  the  modest  sum  of  two- 
pence, a  copy  of  the  *  List  of  Names  of  the  Proprietors  of 
the  Bank  of  England  "  for  the  year  1859.  and  a  glance  over 
its  contents  recalled  forcibly  the  contention  of  the  article 
to  which  I  have  referred. 

It  maj  not  be  generally  known  that  these  lists,  though 
cemipiled  with  great  care  and  regularity,  are  exceedingly 
difficnit  to  obtain.  Tfaeoretically,  every  holder  of  Bank 
stock  is  entitled  to  a  copy  ;  but  in  practice  many  obstacles 
would  be  put  in  the  way  of  anyone  who  desired  to  obtain 
one.  He  would  be  interrogated  as  to  the  purpose  for  which 
he  derired  tl^e  information,  and  attempts  would  be  made 
to  divert  him  from  his  aim.  Presumably,  less  care  is  taken 
to  avoid  publicity  after  a  lapse  of  fifty  years,  and  no  doubt 
even  had  the  directors  been  aware  that  the  copy  I  picked 
op  was  being  exhibited  for  sale,  thqr  would  not  have  been 
partbralarly  anxious  to  prevent  Its  passing  into  outside 
hands.  Fot  one  thing,  of  three  thousand  and  odd  names 
which  the  list  contains,  it  is  probable  that  not  more  than 
two  or  three  are  those  of  persons  now  living. 

On  the  other  hand,  some  of  these  names  are  still  familiar 
household  words.  At  the  time  of  the  issue  of  this  list  the 
Governor  vraa  Mr.  Sheffield  Neave  and  the  Deputy- 
Governor  Ur.  Bonamy  Dobree.  In  the  fifty-yearold  list 
of  directors  we  find  such  well-known  cognomens  (in  a 
banking  sense)  as  Baring,  Buxton,  Currie.  Goschen, 
Guthrie,  Hankey,  Hnbbard,  Huth,  Masterman,  Mathieson, 
and  Smith.  Similarly,  when  we  turn  to  the  list  of  pro- 
prietora,  there  is  a  buniliar  ring  about  numerous  names 
CD  every  other  page,  and  it  is  clear  that  the  leading 
famiUes  of  this  conntzy  have  always  been  big  investors  in 
Bank  rtocfc.   There  is,  fay  the  way,  one  vuy  remaricable 


and  interesting  point  in  the  list,  to  which  attention  may 
be  called.  Opposite  the  names  of  each  proprietor  are 
placed  asterisks,  from  one  to  four  in  number,  signifying 
that  the  person  so  distinguished  is  capable  of  being  (i) 
Governor,  (2)  Deputy-Governor,  {3)  Director,  (4)  Voter  at 
annual  elections.  Of  the  names  which  are  marked  with 
the  full  four  asterisks  there  are  quite  a  number  of  ladies- 
spinsters  and  widows.  May  ii  be  inferred  from  this  that 
a  lady  is  capable  of  filling  the  post  of  ('overnor  of  the 
Bank  of  England?  According  to  the  official  list  this  is  the 
case ;  but  if  one  were  to  present  herself  for  election,  it 
is  possible  the  existing  authorities  might  have  something 
to  say  in  the  matter.  The  point  may  be  commended  to 
the  notice  of  Hiss  Billington,  who  may  find  here  material 
for  another  agitation  in  favour  of  women's  ri^ts. 
{Finandal  Nrws.) 


The  Ameriean  Lamytr  tells  a  very  amusing  story  against 
Mr.  Francis  L.  Wdlman,  the  author  of  the  recent  volume 
upon  the  "Art  of  Cross- Examination." 

This  lawyer  had  occasion  to  cross-examine  a  modest- 
looking  young  woman,  as  to  the  speed  of  an  electric  car. 

The  witness  seemed  conscious  that  she  was  about  to 
undergo  a  severe  ordeal,  and  Mr.  Wellraan,  feeling  him- 
self complete  master  of  the  situation,  began  in  his  most 
winsome  and  deprecating  manner: — 

"And  how  fast.  Miss  ,  would  you  say  the  car  was 

going?" 

"I  really  could  not  tell  exactly.  Mr.  Wellman." 

"  Would  you  say  it  was  going  at  ten  miles  an  hour?  " 
''Ohl  fully  that." 
"Twenty  miles  an  hour?  " 

"  Ves ;  I  should  ^ay  it  was  going  twenty  miles  an  hour." 
"Will  you  say  it  was  going  thirty  miles  an  hour?" 
inquired  Wellman,  with  a  glance  at  the  jniy. 
"  Why,  yes ;  I  vrill  say  that  it  was." 
"Will  you  say  it  was  going  forty?  " 
"Yes." 
■Fifty?" 

"Yes,  I  will  say  so." 
"Seventy?" 
"Yes." 
"F.ighty?" 

"Yes."  responded  the  young  lady,  with  a  countenance 
absolutely  devoid  of  expression. 

"  A  hundred?  "  inquired  the  lawyer,  with  a  thrill  of  eager 
triumph  in  his  voice.  There  was  a  significant  hush  in  the 
Court  room.  Then  the  witness,  with  a  patient  smile 
and  a  slight  lifting  of  her  pretty  eyebrows,  xemarked, 
quietly : 

"Mr.  Wellman,  don't  you  think  we  have  carried  our 
litUe  joke  far  enough?  "  by  GoOglC 
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aomtott  in  a&ver0itv. 


Althovsb  liquidation  of  a  company  is  asually 
anpleasaat,  it  sometimes  is  the  onljr  way  ia  which  share- 
holders  can  get  back  capital  sunk  in  an  enterprise.  The 
Merchant  Banking  Company  is  a  small  institution  which 
has  been  worked  for  a  number  of  years  under  respectable 
management.  Misfortunes  fell  upon  it  in  the  past,  which, 
to  a  large  extent,  crippled  its  power  of  expansion,  and  last 
year  a  further  loss  occurred  which  caused  its  reserve  to  be 
drawn  upon  heavily,  and  the  final  dividend  to  be  omitted. 
In  spite  of  assurances  at  the  meeting  that  the  assets  were 
sound,  the  shares  were  sold  freely,  with  the  consequence 
that  the  credit  of  the  bank  was  injured  and  its  capacity  to 
do  business  became  impaired.  Consequently  the  board 
have  acceded  to  4fae  wish  of  large  shareholders  to  liquidate 
the  bank,  and  a  resolution  to  Ais  effect  will  be  made 
at  a  meeting  to  be  held.  The  strange  part  of  the 
80air  is  that  when  the  uews  of  the  proposed  liquidation 
became  known*  quite  a  keen  demand  sprang  up  for  the 
shares,  which,  from  being  difficult  to  realise  at  j£a  ^aece, 
are  now  quoted  nearly  £3.  It  appears  that  whilst  all  the 
liabilities  of  the  bank  have  been  fully  provided  for,  the 
surplus  assets  are  anticipated  to  yield  quite  a  share. 
A  very  similar  experience  accompanied  the  liquidation  of 
the  Agra  Bank  some  years  ago. 

{Evening  Slamdard.) 
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Secret  Reserves. — I. 


I T  is  some  years  since  a  legal  decision  has 
^  been  delivered  of  such  far-reaching  import- 
ance to  the  profession  as  that  given  by  Mr. 
Justice  Buckley  on  the  27th  ult.  in  Newton  v. 
The  Birmingham  Small  Arm&  Co.,*Lim,,  and 
we  accordingly  propose  to  deal  with  the  matter 
fully  in  these  columns,  iff|^idgMfG@'@gfe 
detailed  account  of  what  transpired  at  the 
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hearings  which  will  serve  to  elucidate  the  more 
colourless  Law  Report  which  appeared  last 
week,  after  which  we  propose  to  discass  in 
some  detail  the  precise  effect  and  limitations 
of  his  Lordship's  judgment. 

This  was  an  action  brought  by  Sir  Alfred 
Newton,  on  behalf  of  himself  and  other  share- 
holders in  the  defendant  company,  for  an 
injunction  to  restrain  the  company  from  acting 
on  a  special  resolution  passed  by  the  company 
on  the  24th  January  last,  and  confirmed  on  the 
25th  February,  on  the  ground  that  such,  reso- 
lution was  lUira  vires.  As  has  already  been 
stated,  the  effect  of  these  resolutions  was  to 
enable  the  directors  of  the  defendant  company, 
in  any  years  in  which  they  should  recommend 
a  dividend  to  be  paid  on  the  ordinary  shares 
of  not  less  than  10  per  cent.,  to  set  aside  out  of 
surplus  profits,  without  disclosing  the  &ct,  a 
sum,  equal  to  the  amount  to  be  then  paid  as 
dividend  to  the  ordinary  shareholders,  to  the 
credit  of  a  fund  to  be  called  the  Internal  Reserve 
Fund,  to  be  used  for  any  purposes  which  the 
directors  in  their  absolute  discretion  might  think 
fit.  The  resolutions  further  provided  that 
while  the  auditor  was  to  be  allowed  access  to 
the  accounts  relating  to  the  constitution  and 
allocation  of  such  Internal  Reserve  Fond,  he 
was  not  to  disclose  any  information  with 
regard  to  the  same,  to  the  shareholders  or 
otherwise.  Mr,  Buckmaster,  K.C.,  M.P.  (with 
him  Mr.  Newton),  was  for  the  plaintiffs ;  Sir 
Robert  Finlay,  K.C.,  Mr.  Parker,  and  Mr. 
Uthwatt  were  retained  by  the  defendant 
company. 

In  opening  the  case  for  the  plaintiffs  Mr. 
Buckmaster  pointed  out  that  the  effect  of 
these  resolutions  being  declared  valid  would  be 
to  enable  the  directors  to  conceal  from  share- 
'>lders  all  information  with  regard  to  the 


Secret  Reserve,  not  merely  as  to  how  (if  at  all) 
it  was  invested,  but  even  as  to  whether  any 
such  reserve  existed.  He  pointed  out,  more- 
over, that  if  the  resolutions  were  to  be  acted 
upon,  the  company's  auditors  must  perforce 
disobey  the  clear  provisions  of  Section  23  of 
the  Companies  Act,  1900,  in  that  their  report 
on  the  company's  Balance  Sheet  atid  afiairs 
would  not  be  a  report  on  the  accounts  as  a 
whole,  but  only  on  a  selected  portion  thereof. 
His  Lordship  here  interposed  to  say  that  he 
did  not  see  how  it  was  possible  to  conceal  this 
fund  if  the  accounts  showed  the  true  profits 
and  assets  of  the  company  ;  even  if  no  Profit 
and  Loss  Account  was  published,  the  balance 
of  such  account  must  appear  in  the  Balance 
Sheet,  and  under  the  circumstances  the  balance 
shown  as  available  profit  would,  it  seemed  to 
him,  not  be  the  whole  of  the  true  profit,  but 
a  smaller  sum.  The  accounts  would  not 
thus  show  the  whole  of  the  profits  earned,  but 
would  in  effect  state  that  the  profits  earned 
were  at  least  so  much,  and  the  effect  of  the 
auditors'  report  would,  it  seemed  to  him,  be 
upon  the  same  lines  that  after  an  examination 
of  the  accounts  they  were  able  to  report  that 
the  available  profits  were  at  least  so  much. 
Mr.  Buckmaster  pointed  out,  however,  that 
Section  23  requires  the  auditors  to  make  a 
report  to  the  shareholders  on  the  accounts 
examined  by  them,  and  argued  that  therefore 
as  even  under  the  proposed  articles  they  were 
to  be  allowed  to  examine  the  accounts  relating 
to  the  Secret  Reserve,  it  was  incompetent  for 
the  articles  to  take  away  from  them  their 
statutory  power  to  report  to  the  shareholders 
thereon.  He  pointed  out  that  although  he  had 
not  the  least  desire  to  make  any  suggestions  of 
impropriety,  as  th^it^gfeig}dG©^g4@e  was 
nothing  whatever  to  prevent  the  directors  from 


July  14,  1906. 


THE  ACCOUNTANT 


81 


employiog  the  internal  reserve  for  bribes,  and 
contended  that  an  auditor  must  always  report 
irregularities  of  payments  to  shareholders,  or 
the  whole  substratum  of  an  audit  would  be 
lost.  Counsel  added  that  he  understood  that 
a  strong  argument  on  the  part  of  the  defence 
would  be  that  it  was  open  for  the  shareholders 
to  contract  out  of  the  privileges  to  which  they 
were  entitled  by  statute.  He  referred,  however, 
to  the  decisions  that  had  been  given  showing 
that  the  statutory  rights  conceded  to  a  share- 
holder by  Section  161  of  the  1862  Act  could 
not  be  contracted  out  of  by  resolution.  At 
this  stage  his  Lordship  interposed  that  the 
point  seemed  to  him  as  to  whether  it  was 
competent  for  a  company  to  resolve  that  part 
of  its  profits  should  be  applied  towards  the 
formation  of  a  Secret  Service  Fund.  Mr. 
BicKUASTER  replied  that  his  case  did  not 
merely  rest  upon  the  provisions  of  the  1900 
Act.  Although  there  was  no  statutory 
provision  for  the  audit  of  companies* 
accounts  before  that  date, .  he  contended 
that  under  the  common  law  shareholders, 
as  partners,  had  a  right  to  an  account  at 
some  time,  and  a  right  to  certain  facilities 
ioT  the  verification  or  audit  of  that  account. 
Directors  were,  he  declared,  undoubtedly 
accounting  parties,  using  the  term  in  the 
ordinary  business  sense;  and,  that  being  so, 
sorely  no  majority  of  shareholders  could  so 
take  away  the  rights  of  a  dissentient  minority 
that  the  misfeasance  of  directors  might  be 
coDC^ed,  and  the  provisions  as  to  audit 
rendered  absolutely  nugatory.  There  was  at 
this  stage  some  legal  argument  as  to  the  appli- 
caticm  of  the  decision  of  the  Court  of  Appeal 
that  a  clause  in  articles  of  association  that  a 
shareholder  shall  not  petition  for  the  winding- 
Bp    a  onnpany  is  invalid,  and  his  Lordship 


interposed  to  point  out  that  although  the  Com- 
panies Act,  igoo,  made  certain  provisions  for 
the  audit  of  the  accounts  of  all  companies,  yet 
if  the  company  did  not  appoint  an  auditor,  and 
if  no  shareholder  took  the  trouble  to  make 
application  to  the  Board  of  Trade,  there  would 
be  no  auditor.  Hence  it  followed  that  the 
statutory  provisions  as  to  audit  constituted  no 
safeguard  to  the  public.  Counsel  submitted, 
however,  that  this  helped  his  case  that  the 
audit  was  for  the  protection  of  the  shareholders. 
He  pointed  out  that  under  certain  circum- 
stances it  must  become  the  duty  of  the  auditor 
to  report  to  shareholders  as  to  the  manner  in 
which  a  Secret  Reserve  was  being  applied,  or 
misapplied,  and  argued  that  no  articles  of 
association  which  purported  to  bind  an  auditor 
to  commit  a  misdemeanour  could  by  any 
possibility  be  valid.  In  conclusion  he  referred 
at  length  to  the  decision  of  the  Court  of 
Appeal  in  The  London  and  General  Bank  case, 
and  in  particular  to  the  dictum  of  Lord  Justice 
RiGBY  that  £^icles  of  association  cannot 
absolve  the  auditors  from  any  obligation 
imposed  upon  them  by  statute. 

In  the  absence  of  his  leader,  Mr.  Parker 
replied  for  the  defendant  company.  He  argued 
that  prior  to  the  1900  Act  there  were  no  statu- 
tory obligations  as  to  accounts  and  audit,  and 
that  even  under  Section  23  there  was  no 
statutory  obligation  upon  a  company  to  supply 
its  shareholders  with  any  Balance  Sheet  at  all. 
His  Lordship,  however,  said  that  by  inference 
there  was  an  obligation  to  supply  a  Balance 
Sheet.  He  pointed  out  that  the  argument  of 
silence  might  be  carried  too  far.  There  were  no 
express  words  to  say  that  the  auditor  should 
audit  the  accounts,  but  it  was  sufficiently 
obvious  that  he  couU  ngt 
Statutory  duty  of  signing  a  certificate  ^the 
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foot  of  the  Balance  Sheet  without  first  auditing 
the  accounts,  nor  could  he  do  so  if  no 
Balance  Sheet  was  provided.  Mr.  Parker 
abandoned  that  point,  and  then  proceeded  to 
argue  that  as  in  practice  a  Profit  and  Loss 
Account,  although  of  necessity  prepared,  is 
frequently  not  published,  so  with  Internal 
Reserves.  Their  existence  was  a  matter  of 
common  knowledge,  and  he  argued  that  all 
that  the  defendant  company  was  seeking  to  do 
was  to  regularise  a  practice  which  all  the 
soundest  business  undertakings  were  conform- 
ing to  under  somewhat  less  regular  conditions. 
It  was  a  case  of  the  end  justifying  the  means,  for 
owing  to  differences  between  capital  and  labour, 
or  between  trader  and  trader,  there  might  be 
good  grounds  for  not  showing  the  whole  of  the 
financial  position.  There  was  at  this  stage 
something  in  the  nature  of  a  discussion  between 
his  Lordship  and  counsel  as  to  how  the 
directors*  policy  could  be  carried  out  in 
practice.  The  discussion  was  interesting  as 
showing  beyond  doubt  that,  where  Secret 
Reserves  exist,  when  shareholders  vote  moneys 
to  be  transferred  to  a  disclosed  Reserve  Fund 
they  do  so  more  or  less  in  the  dark,  and  that 
they  do  not  know  what  is  the  whole  amount  of 
the  available  profits,  nor  how  much  (if  any)  of 
those  profits  have  already  been  set  aside  before 
a  figure  of  reduced  profits  is  admitted.  This 
point  again  was  left  by  Mr.  Parker,  who  after 
pointing  out  that  the  Balance  Sheet  which  the 
auditors  would  sign  would,  of  course,  be  the 
full  Balance  Sheet,  although  that  would  not 
be  the  one  that  would  be  published,  proceeded 
to  argue  that  in  spite  of  these  articles  the 
auditor  would  not  be  bound  to  suppress  mal- 
versation of  fiinds  relating  to  the  Secret 
Reserve,  and  that  the  effect  of  the  articles  was 
merely  to  recite  that  it  was  no  part  of  his  duty 


to  go  into  details.    His  Lordship  pointed  out. 
however,  that  the  articles  went  much  further 
than  this,  they  said  that  the  auditor  should 
not  give  any  information.    Counsel  replied 
that  it  was  not  intended  that  the  articles 
should  contravene  the  statute,  and  that,  of 
course,  they  could  not  do  so.    He  argued  that 
the  provisions  of  the  articles  must  therefore  be 
assumed  to  be  limited  to  a  corresponding 
extent.    As  to  Mr.  Buckmaster's  assertion 
that  this  was  not  a  matter  for  contracting  out, 
Mr.  Parker  mentioned  that  partners  may 
contract  out  of    their    right  to  look  into 
accounts,  and  inquired  why  shareholders,  who 
are  virtually  partners,  should  be  debarred  from 
a  similar  right.    At  this  stage  his  Lordship 
again  intervened  to  ask  counsel  whether  he 
thought  that  an  auditor  would  be  properly 
carrying  out  his  duty  to  report  to  the  share- 
holders on  the  accounts  examined  by  him  in 
the  terms  of  Section  23  if  he  were  in  effect  to 
say  "Concerning  so-and-so  I  will  tell  you 
nothing.'*    Counsel  contended  that  it  was 
legitimate  for  shareholders  to  carry  on,  in 
effect,  two  businesses,  and  to  say,  "  With 
"regard  to  business  A  we  wish  the  auditor  to 
"  report  to  us  fully ;  with  regard  to  business  B 
"  we  wish  for  no  such  report."    But  his  Lord- 
ship apparently  remained  unconvinced  upon 
this  point,  for  he  put  it  to  counsel  in  several 
different  forms,  although  always  with  the  same 
result,  beyond  obtaining  the  admission  that, 
so  far  as  the  employment  of  moneys  repre- 
sented by  the  Secret  Reserve  were  concerned, 
clearly  such  moneys  must  only  be  applied 
within  the  limits  prescribed  by  the  company's 
memorandum  of  association.    In  conclusion, 
Mr.  Parker  pointed  out  that,  as  a  matter 
of  fact,  the  disclosure  usu^lV  Jnade  by  com- 
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Reserve  Funds  is  wholly  inadequate,  but 
he  failed  to  draw  attention  to  the  material 
distinction  that  with  a  disclosed  Reserve  Fund 
at  least  the  amounts  taken  credit  for  from  time 
to  time  are  known  quantities.  The  objections 
to  the  existence  of  a  secret  reserve  are  by  no 
means  entirely  confined  to  the  absence  of 
knowledge  as  to  how  it  is  invested  or  applied ; 
they  are,  it  seems  to  us,  equally  strong  in  con- 
cection  with  the  original  transfer  from  Profit 
and  Loss.  This  is  a  point,  however,  upon  which 
no  one  appears  to  have  insisted  very  strongly. 
Sir  Robert  Finlay  then  spoke  on  behalf  of 
the  defendant  company.  A  summary  of  his 
contentions  will  appear  in  our  next  article. 


Vouchlni:  in  the  Conduct  of  Audits. 

THE  lecture  by  Mr.  H.  E.  Barham,  F.C.A., 
on  "Vouching  in  the  Conduct  of  the 
Audit  of  Accounts  of  Joint  Stock  Companies," 
which  was  delivered  at  a  recent  meeting  of  the 
Chartered  Accountants  Students'  Society  of 
London,  and  fully  reported  in  our  issue  of  the 
2nd  ult.,  is  one  of  more  than  usual  interest,  in 
that,  apart  from  the  importance  of  the  subject, 
its  treatment  at  the  hands  of  the  lecturer  is  of 
an  eminently  practical  description ;  and  he  has, 
moreover,  contrived  to  put  forward  his  views 
in  a  manner  which  can  hardly  fail  to  arouse 
and  retain  attention. 

The  view  adopted  by  Mr.  Barham  is  that 
which  we  have  ourselves  upon  several  occasions 
pat  forward  in  these  columns — namely,  that 
the  process  of  vouching  in  connection  with  an 
audit  is  no  mere  mechanical  process  of  com- 
paring receipts  for  money  paid  with  corre- 
sponding entries  upon  the  credit  ^de  of  a  Cash 
Book,  but  is  rather  a  process  of  sifting  all 
available  evidence  with  a  view  to  satisfying 


oneself  that  the  entries  recorded  in  the 
books  of  account  are  justified  by  the  actual 
facts  that  have  transpired.  That  is  to  say,  the 
vouching  is  no  mere  adjunct  to  the  process  of 
auditing,  and  a  monotonous  one  at  that,  but 
rather  the  whole  substratum  of  the  audit 
itself.  The  adoption  of  this  view  offers  not 
merely  the  advantage  of  infusing  a  consider- 
able amount  of  interest  into  an  otherwise  dry 
and  uninteresting  subject.  It  further  draws 
attention  to  a  point  which,  elementary  as  it 
may  be  in  a  certain  sense,  is  but  too  apt  to  be 
overlooked  in  practice — namely,  that  in  audit- 
ing nothing  must  be  taken  for  granted,  but 
everything  must  be  thoroughly  sifted  to  the 
bottom,  and  that  the  process  of  sifting  and 
verifying  is  in  point  of  fact  equivalent  to  the 
process  of  vouching.  As  Mr.  Frederick 
Whinney,  F.C.  a.,  pointed  out  many  years  since, 
the  majority  of  the  items  in  connection  with 
any  accounts  that  may  be  submitted  for  audit 
represent  either  wholly  or  in  part  matters  of 
opinion  or  estimate  rather  than  matters  of 
fact  —  a  circumstance  which  so  far  from 
removing  these  doubtful  items  from  the  scope 
of  the  auditor's  investigation,  throws  upon 
him  an  increased  responsibility  of  satisfying 
himself  that  they  have  been  properly  and  fairly 
dealt  with.  Mr.  Whinney's  recipe  for  satisfy- 
ing oneself  upon  such  a  point  was  to  sift  the 
evidence  available,  and  this  is,  of  course,  merely 
another  name  for  the  examination  of  vouchers, 
although  perhaps,  upon  the  whole,  it  more 
adequately  describes  this  all-important  process. 
The  drawback  to  the  employment  of  the 
narrower  term  "  vouching "  is  that  it  has 
so  long  been  adopted  as  a  term  for  ex- 
pressing the  process  of  verifying  entries  in 
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risk  that  the  young  student  may  at  once 
run  away  with  the  idea  that  the  term 
"  vouching  "  applies  exclusively  to  the  verifica- 
tion of  Cash  Book  items,  and  of  them  alone, 
whereas,  of  course,  an  audit  founded  exclusively 
upon  a  verification  of  cash  items  would  be  as 
incomplete  and  as  inefficient  as  the  average 
sO'Called  audit  performed  by  an  official  auditor 
employed  by  the  Local  Government  Board. 
So  long  as  a  business  is  continued,  so  long  will 
there  at  any  given  moment  of  time  be  pending 
or  uncompleted  transactions  which  have  to  be 
dealt  with  in  accounts  that  may  be  framed 
purporting  to  show  the  position  of  affairs  up  to 
that  particular  date.  So  long,  therefore,  as 
the  custom  of  preparing  periodical  accounts 
during  the  continuance  of  an  undertaking 
remains,  an  audit  confined  to  the  verification 
of  cash  items,  and  to  them  alone,  must  continue 
to  be  essentially  unsatisfactory  and  incomplete. 
Indeed,  it  is  &iriy  safe  to  say  that,  whereas 
in  general  any  capable  junior  is  quite  com- 
petent to  verify  completed  transactions,  it 
is  in  connection  with  the  uncompleted  trans- 
actions that  the  chief  difficulties  of  an  audit 
arise,  and  it  is  therefore  on  their  account  that 
it  is  so  necessary  that  all  who  undertake  the 
duties  of  an  auditor  should  be  properly  qualified 
by  training  and  experience.  From  the  point 
of  view  of  experienced  accountants  these 
remarks  will  doubtless  appear  somewhat  in  the 
light  of  platitudes,  but  that  they  are  by  no 
means  generally  admitted  is  sufficiently 
evidenced  inter  alia  by  the  fact  that  even  in 
these  days,  and  in  spite  of  the  provisions  con- 
tained in  Section  23  of  the  Companies  Act, 
1900,  a  very  large  number  of  able  business  men 
still  adhere  to  the  proposition  that  it  is  no  part 
of  an  auditor's  duty  to  inspect  the  Minute  Book 
of  a  company.   So  long  as  an  audit  is  regarded 


as  a  process  of  verifying  completed  trans- 
actions, it  is  quite  likely  that  the  necessity  to 
inspect  the  Minute  Book  might  be  avoided,  as 
there  would  doubtless  be  other  and  sufficiently 
corroborating  evidence  of  all  transactions  that 
had  been  actually  brought  to  an  end ;  but  in 
order  to  determine  whether  pending  trans- 
actions have  all  been  brought  into  account,  and 
whether  a  correct  money  value  has  been 
attached  to  each  and  every  one  of  them,  a 
careful  consideration  of  all  the  available 
evidence,  including  the  records  contained  in 
the  Minute  Book,  is  absolutely  essential. 

Upon  the  subject  of  the  necessity  of  a  strict 
and  rigid  attention  to  detail  in  connection  with 
every  audit,  the  lecturer's  concluding  observa- 
tions are  particularly  interesting,  but  we 
venture  to  think  that,  while  very  properly  draw- 
ing attention  to  the  supreme  importance  of  this 
part  of  an  audit,  Mr.  Barham  might  have 
emphasised  the  &ct  that  it  is  of  value  not 
so  much  in  itself  as  a  means  to  an  end,  namely, 
that  the  accounts  may  fully  and  fairly  disclose 
the  true  position  of  the  undertaking  as  shown 
by  the  books.  No  Balance  Sheet  was  ever  yet 
prepared  of  a  going  concern  which  was 
absolutely  correct  as  a  statement  of  fact. 
Therefore,  an  inquiry  as  to  what  is  a  reasonable 
margin  of  permissible  error  is  entirely  compre- 
hensible. And  if  the  possibility  of  error  could  be 
kept  within  such  a  reasonable  margin,  and  the 
tedious  and  soul-destroying  process  of  verifying 
huge  masses  of  detail  avoided,  or  in  any  way 
limited,  there  would  be  very  much  to  be  said 
in  favour  of  a  system  which,  while  dealing 
adequately  with  all  that  was  essential,  by  avoid- 
ing the  unessential  left  the  mind  of  the  auditor 
more  free  to  seriously  grapple  with  the  things 
that  mattered.  Mr.  Barha^  is  a  little  vague, 
but  we  take  him  '^'to^  nie&n  that3  there  is 
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00  short  cut,  and  no  practical  means  of  telling 
what  really  matters  and  what  is  immaterial 
until  after  the  detailed  verification  of  every  item 
has  been  made.    As  a  statement  of  general 
priociples  this  may  well  be  admitted,  and 
there  can  be  little  doubt  that  the  auditor  who 
ne^ects  any  available  means  of  verification 
does  so  at  his  peril.    At  the  same  time  it  is,  of 
course,  common  knowledge  that  in  the  audit  of 
the  accounts  of  all  undertakings  of  any  real 
magnitude    nothing    approaching    a  really 
exhaustive  first-hand  verification  of  all  available 
details  is  ever  attempted.   In  such  cases  the 
system  of  internal  check — or  staff"  audit,  as  it  is 
sometimes  called — is  necessarily  relied  upon  to 
a  grrater  or  less  extent,  and  so  long  as  inquiry 
demonstrates  the  existence  of  an  adequate 
S}-5tem  of  internal  check,  it  may  safely  be  relied 
upon  within  its  limitations.     It  is  here,  of 
course,  that  the  real  need  for  experience  and 
skill  comes  in.     No  very  great  amount  of 
judgment  is  required  from  the  auditor  who 
performs  an  absolutely  complete  audit  down  to 
the  uttermost  detail.   But  where,  owing  to  the 
exigencies  of  the  case,  some  abbreviated  form 
of  inquiry  is  of  necessity  relied  upon,  it  is  not 
too  much  to  say  that  the  auditor  is  called  upon 
to  exercise  as  skilled  and  as  mature  a  judgment 
as  can  well  be  conceived.  And  the  seriousness 
of  his  position  is  certainly  no^  minimised  by  the 
reflection  that  should  his  judgment  be  at  fault 
it  is  quite  an  open  question  whether  a  Court 
which  has  no  special  knowledge  of  the  practical 
requirements  of  the  situation,  and  is,  therefore, 
not  really  competent  to  express  any  opinion 
thereon,  will  not  hold  him  liable  for  having 
discharged -his  duties  without  reasonable  skill 
« reasonable  care.    Such  a  charge  could  be,  of 
coarse,  in  all  cases  avoided,  if  the  auditor  were 
really  content  to  take  absolutely  nothing 


for  granted  save  that  which  he  had  verified  at 
first  hand ;  but  if  all  auditors  were  to  proceed 

upon  that  assumption,  it  would  be  absolutely 
impossible  for  general  meetings  to  be  held 
within  anything  approaching  a  reasonable  time 
from  the  date  on  which  the  Balance  Sheet  of 
the  company  was  drawn. 


Wccid^  Tiotea. 

inooiiM  Tu  in  For  the  last  ten  years  each  succeeding 
FruM.  Minister  of  Finance  in  France  has  intro- 
duced a  Bill  for  the  purpope  of  augmenting  his  Budget  by 
means  of  a  tax  on  revenue,  but  few  of  these  measures 
have  ever  been  seriously  discussed,  and  it  has  remained 
for  M.  Poincard  to  really  stir  the  public.  A  spirit  of 
unrest  is  abroad,  a  fiend  of  inquiry,  that  even  the 
Jardin  de  Paris  cannot  exorcise.  Rente  has  fallen 
firom  its  h'gh  place,  and  Deputies  here  and  there  are 
beginning  to  shake  their  heads  and  ask  what  it  all 
means.  The  very  essence,  as  it  were,  of  the  tax  is  not 
clearly  understood :  one  sajrs  it  is  an  impost  to  replace 
one  or  two  of  the  present  contributions  by  a  tax  calcu- 
lated to  reach  the  total  income  of  every  citizen ; 
anothOT  argues  that  nothing  worth  accomplishing  will 
have  been  performed  unless  a  new  system  of  taxation 
is  substituted  for  the  old  one,  which  means,  of  coarse, 
the  revision  of  all  direct  taxes.  Since  the  new 
imposts,  as  the  Deputy  for  the  Sarthe  Department 
reminds  us,  must  be  organised  in  such  a  manner  as  to 
realise  immediately  a  complete  recasting  of  depart- 
mental and  communal  finances,  the  problem  is  not 
without  complications  and  complexities.  It  is  con- 
tended that  to  base  an  income-tax  on  external  signs  of 
wealth  is  to  court  fallacy.  To  tax  measurable  realities 
^ould  be  the  guiding  spirit  of  reform,  and  in  this 
direction,  if  Gallic  exchanges  may  be  believed,  there  is 
Uttle  being  done.  Most  writers  on  the  subject  agree 
that  the  rush  to  embark  capital  in  foreign  enterprises 
will  be  very  great  if  the  present  Bill  becomea  law,  and 
one  French  ex-minister  goes  so  &r  as  to  suggest  the 
adoption  by  various  nations  of  a  system  of  joint  legis- 
lation with  regard  to  bank  deposits  I  The  feature  of 
the  situation  which  strikes  us  as  being  most  novel  It 
the  aptitude  for  business  shown  by  the  managers  of  the 
Bankverein  Suisse,  who,  in  the  course  of  a  long  circular 
letter  addressed  to  notaries  ||^^g^,(§i(t^o|||^B 
de  change,  ftc.,  all  over  France,  after  caUlng  aH3ituMi 
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to  the  many  ways  in  which  they  are  prepared  to  serve 
the  investing  public,  specially  mention  their  system  of 
joint  accounts  or  joint  deposits  for  the  benefit  of  two 
or  more  persons.  They  naively  remark,  "we  may 
"  here  add  that  deposits  placed  with  us  by  persons  of  a 
*'  foreign  nationality,  and  residing  outside  Switzerland, 
"  are  exempt  from  every  tax,  even  in  the  case  of  the 
"  death  of  the  proprietor."  The  further  development 
of  the  question  is  fraught  with  many  possibilities,  bat 
whether  M.  Raymond  Poincar^'s  Bill  passes  into  law  or 
not,  the  imposition  of  an  income-tax  is  bound  to  come 
sooner  or  later. 


Th«  EvuloB  of  Giving  evidence  before  the  House  of 
incoDw-Tax.  Commons  Select  Committee,  Sir 
T.  Hewitt,  K.C.,  clerk  to  the  Commissioners  of  Taxes  for 
the  City  of  London,  is  reported  to  have  said  that  if  a 
tax  of  as.  were  imposed  on  incomes  above  ^^40,000  he 
had  not  the  slightest  doubt  that  there  would  be  a 
transfer  of  very  large  sums  of  capital  from  England  to 
other  countries.  A  man  with  an  income  of  ;^40,ooo 
might  distribute  it  over  his  family  in  order  to  escape 
the  tax.  There  was  nothing  immoral,  in  his  opinion, 
in  trying  to  evade  the  tax  in  tills  way.  Mr.  Spencer 
Phillips  (Chairman  of  Lloyd's  Bank  and  President  of 
the  Institute  of  Bankers),  said  he  did  not  think  there 
was  much  evasion  of  income-tax  through  banking 
accounts.  It  would,  in  his  opinion,  be  absolutely  fatal 
to  give  the  income-tax  authorities  the  powsr  to 
examine  private  banking  accounts.  He  did  not  think 
the  country  would  stand  it  for  a  moment. 


Wanted  t  m 


During  the  course  of  an  inquiry  at  the 
Daflnltioii  ttf  Stratford  Town  Hall  a  discussion  arose 
"Ch»p."  as  to  the  price  of  West  Ham  Corpora- 
tion Stock,  and  the  Deputy  Town  Clerk  is  reported  to 
have  said  that  it  was  "  the  cheapest  trust  stock  in  the 
market."  A  contemporary  rightly  points  out  that  a 
depreciated  quotation  does  not  necessarily  Indicate 
a  cheap  stock,  and  if  Mr.  George  HUleary  had  said 
that  it  was  the  lowest-priced  trust  stock  he  would  have 
been  more  accurate. 


«.  J  w  *  -  An  amusing  instance  of  blind-sidedness 
Ona  Pound  ITotai 

and— othiF     is  shown  by  a  correspondent  of  The 
Thlofi.        Finaticial  News  in  the  course  of  a  short 
article  on  the  ever  green  subject  of  £1  notes.  After 
pointing  out  that  the  collapse  of  1828  caused  the 
'!xovemment  to  prohibit  the  issue  of  £1  notes  altogether, 


and  the  subsequent  effect  of  the  Bank  Charter  Act, 

the  MTiter  goes  on  to  say : — 

*'  Sixty-two  years  have  since  elapsed,  and,  seeing  that 
the  population  of  England  alone  has  risen  from  about 
17,000,000  in  1844  to  about  34,000,000  in  1905. 1  think  a 
revision  of  tbe  Act  of  1844  is  needed.  We  all  know  of 
the  evils  of  monopolies;  and  trusts,  as  practised  in 
America,  are  monopolies  of  the  worst  kind.  Parliament 
might  well  take  into  consideration  the  passing  of  an  Act 
permitting  banks  established  for  not  less  than,  say, 
thirty  years,  and  possessing  a  paid-up  capital  of  at  least 
£$00,000  to  issue  notes  of  £1  denomination  up  to  20  per 
cent,  of  their  paid-up  capital,  against  a  gold  reserve  or 
Consols  deposited  with  and  under  the  control  of  aGovem- 
ment  ofBcial.  This  would  involve  the  appointment  of  a 
public  trastee— an  official  who  has  been  wanted  few  years 
past,  in  view  of  the  many  cases  which  have  occurred  of 
late  years  of  fraudulent  executors  and  trustees. 

It  would  be  provided  that  a  public  trustee  should 
hold  security  for  a  note  issue  of  other  joint-stock  banks 
as  well  as  the  Bank  of  England,  and  it  would  be  com- 
petent for  the  trustee  to  certify,  by  a  periodical  exami- 
nation of  the  bank's  books,  the  extent  of  its  note  issue  and 
the  security  held  by  it  for  its  due  payment  on  demand. 
The  wear  and  tear  of  our  gold  coinage  has  often  been  a 
difficult  problem  to  solve  ;  and  these  notes  would  solve 
it,  as  the  cost  of  printing,  &c.,  of  the  notes  would  lie 
borne  by  the  issuing  banks,  while  the  gold  coin  would  be 
preserved  in  the  Ixuik  cellars  and  sufiisr  no  deterioration 
whatever." 

The  reasonii^  to  not  quite  dear,  for  we  should  have 
thought  that  mere  age  alone  was  not  snfBcient  to 
warrant  repeaL  There  is  no  real  popular  clamour 
for  £1  notes,  and  therefore  although  sixty-two  years 
have  elapsed  since  tbe  Bank  Act  was  passed  that  is  not 
quite  sufficient  evidence  in  frivour  of  its  abolition  or 
amendment.  Then  we  have  the  popular  war-cry  of 
"  trusts  and  monopolies  "  dragged  in,  leading  up  to  a 
suggestion  for  tbe  appointment  of  a  public  trustee  (who 
would  strangely  enough  be  also  a  monopoly),  whence  we 
pass  to  fraudulent  executes  and  trustees— this  is  after 
starting  on  notes !  As  to  the  "  periodical  examina- 
tion  "  question,  we  seem  to  have  heard  its  like  before, 
and  we  often  wonder  how  long  it  will  be  before  the 
public  generally  realise  that  periodical  examination  by 
a  Government  Inspector  is  only  of  value  where  that 
said  inspector  is  qualified  to  perform  it,  and  that  no 
value  attaches  to  the  feet  that  the  officer  is  employed 
by  Government. 

»w  n.  w..  *  It  is  stated  that  the  Dublin  Corporation 
Tha  Dublin  Cor- 

poratioB  and  iu  has  refused  to  obey  the  writ  of  manda- 
Offleial  ladltor.  ^^^^^^  gg^j^h  Division 


ordering  them  to  produce 


oMr.p«^.Dniry, 
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the  Local  Goveniineat  Board  Auditor,  and,  if  this 
view  be  persisted  in,  the  next  step  will  presumably 
b:  by  way  of  motion  for  committal.  So  far  as  we  can 
gather  firom  the  reports  which  have  appeared  in  the 
Doblio  press,  the  Corporation  would  appear  to  have 
absolutely  ilb  reasonable  ground  for  complaint  against 
its  auditor.  It  is  to  be  concluded,  tberefore,  that  its 
grievance — if  indeed  there  be  one — is  of  a  political 
character.  Doubtless  there  would  be  excellent  political 
caiutal  to  be  made  out  of  any  attempt  on  the  part  of 
the  Local  Government  Board  to  reduce  the  powers  of 
local  govecnment  which  the  Dublin  Corporation  has 
abundantly  shown  itself  unfitted  to  exercise.  We  see, 
however,  little  prospect  of  any  serious  discussion  of  the 
matter  that  is  likely  to  be  of  professional  interest,  and 
accordin^y  we  have  not  thought  It  worth  while  to 
report  the  application  for  a  mandamus  fully  In  these 
columns. 


tVstaalMv  With  further  reference  to  the  letter 
t^v^^^O^  signed  "  Enquirer  "  in  our  last  issue, 
which  we  answered  briefly  in  a  foot-note,  although  all 
text-books  state  it  to  be  one  of  the  first  duties  of  a 
liquidator  to  settle  the  list  of  contributories,  we  may 
point  OQt  that  in  practice  this  is  an  absolutely  needless 
waste  of  time  and  of  money,  save  in  cases  where  either 
Kxnrtbiog  has  to  be  recovered  from  the  contributories 
or  something  has  to  be  returned  to  them.  Unless, 
therefore,  the  shares  are  not  folly  paid  up,  or  unless 
there  wiU  be  a  surplus  available  for  distribution  among 
the  shareholders,  there  is  nothing  to  be  gained  by 
setthng  a  list  of  contributories,  and,  as  our  correspon- 
dent remarks,  the  necessary  notices  are  found  to 
frequently  produce  a  feeling  somewhat  akin  to  alarm 
in  the  mind  of  non-commercial  shareholders.  With 
regard  to  the  steps  that  it  Is  open  for  a  liquidator  to 
take  for  his  own  protection,  to  determine  the  order  of 
disttibotioD  of  assets,  and  especially  as  to  the  claims  of 
competing  series  of  debentures,  unquestionably  the 
proper  conise,  wherevo:  there  is  any  reasonable  doubt, 
is  to  apply  to  the  Court  for  directions  under  Section 
138  of  the  Companies  Act,  1862.  The  procedure  is 
ipeedj  and  inei^nsive,  bat  before  embarking  upon  it 
the  liquidator  would  do  well  to  satisfy  himself  that  the 
point  at  issue  is  one  concerning  which  there  is  a  bonii 
Ai*  doabt  as  to  the  state  of  the  law  or  as  to  the  facts, 
for  if  the  application  be  hdd  to  be  unnecessary  the 
cocts  may  fall  upon  the  liquidator  personally.  Where- 
ever,  however,  there  is  a  bond  fide  dilute,  such  a  con- 
tineettey  Is  not  likely  to  arise. 


Wbatiia       Doubtless  many  of  our  readers  will 
OhMk  ntut?    have  noticed  two  advertisements  which 

.  appeared  in  our  last  itisue  making  reference  to  a  Check 
:  Figure  System.  In  one  advertisement  it  is  claimed 
that  by  adopting  their  particular  system  you  are  able 
to  secure  the  check  of  large  amounts  as  quickly  as  it 
is  written,  whatever  Jhe  "  it "  may  be ;  while  in  the 
other  advertisement  our  readers  are  entreated  not  to 
permit  their  clients  to  pay  from  ten  to  five  hundred 
guineas  for  a  check  figure  when  they  can  obtain  Instruc- 
tions in  three  quite  easy  methods  for  the  modest  sum 
of  one  guinea.  If  this  system  claims  to  represent  some 
short  cut  for  the  verification  ol  postings  or  Ledger 
balances,  we  feel  sure  that  it  would  be  of  general 
interest  if  any  of  our  correspondents  can  describe 
exactly  how  It  is  supposed  to  work.  At  the  time  of 
writing  we  feel  somewhat  sceptical  as  to  the  extent  to 
wtiicfa  it  is  possible  to  employ  short  cuts  for  such  pur- 
poses, bat  it  is,  of  conrse,  always  as  well  to  preserve 
an  open  mind  until  the  facts  have  been  fully  stated. 


Paymtnt  to  interestiug  and  somewhat  anusaal 

AYoMa  case  was  beard  In  the  Shoreditch 
County  Court  last  week.  The  plain- 
tiff's case  was  that  a  man  in  his  employ  had  been 
entrusted  with  and  had  lost  ^£'300  worth  of  diamonds, 
and  that  the  defendant  in  a  friendly  spirit  had  offiered  to 
give  or  sign  two  bills  of  exchange  for  fifty  pounds  each. 
Subsequently,  according  to  the  plaintiff,  he  discovered 
that  the  amount  in  figures  had  not  been  filled  in,  and 
handed  the  bills  over  to  the  defendant  to  enable  him  to 
supply  the  omission,  whereupon  the  defendant,  before 
he  could  interfere,  tore  the  bills  into  fragments  and 
flung  them  behind  the  fire.  In  cross-examination,  how- 
ever, the  plaintiff  was  bound  to  admit  that  be  had 
threatened  to  prosecute  the  loser  of  the  diamonds,  but 
had  agreed  not  to  do  so  if  the  defendant  gave  him  the 
two  bills.  On  behalf  of  the  defendant  it  was  sub- 
mitted that  this  was  a  corrupt  and  illegal  agreement, 
carried  out  for  the  purpose  of  defeating  the  ends  of 
justice,  and  that  tberefore  the  claim  must  fall.  His 
Honour  supported  this  view,  and  judgment  was  given 
for  the  defendant  accordingly. 


Tbft  Univeriity  of  The  Sixth  Degree  Congregation  of  the 
BirmtnihMii.  University  of  Birmingham  was  held  on 
the  6th  lost.,  the  Vice-Cbancellor  (Alderman  Beale) 
presiding,  In  the  absence  of  the  Chancellor  (the  Right 
Hon.  Joseph  Chamberlain,  .M.P.)..  Five  ea^idates 
were  admitted  to  degrees  in  Commerce.   Before  the 
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CoDgngation  closed,  a  nsolation  was  passed  offering 
to  Mr.  Chamberlain  hearty  coD^atulations  on  the  yotb 
anniversary  of  bis  Urthday,  tbantdag  him  for  the  fcne- 
thougbt  which  concdved  the  scheme  of  the  Univerdty, 
the  energy  which  accomplished  its  foundation,  and  the 
unremitting  attention  and  advice  to  which  its  pn^iresH 
was  so  largely  due,  and  expressing  the  wish  that  be 
would  live  for  many  years  to  realise  the  gratitude  of 
the  Birmingham  people  for  his  devotion  to  their  services 
during  the  long  period  he  has  been  their  fellow-citi2en. 


Tht  Bills  of     At  the  Lord   Chancellor's  request 
■mI>mX«wil  Avebary  has,  we  understand, 

withdrawn  his  Bill  for  the  amendment  of  the  Bills  of 
Exchange  Act,  1882.  This  Bill,  which  mast  not  be 
confounded  with  that  which  recently  passed  its  third 
reading  in  the  House  of  Commons,  and  was  designed 
to  obviate  the  inconvenience  caused  by  the  decision  of 
the  House  of  Lords  In  The  Capital  and  Counties  Bank  v. 
Gordon,  had  for  its  object  to  enable  the  holder  of  a  dis- 
honoured bill  to  at  once  have  it  protested  and 
Festered,  whereupon  sammary  judgment  could  be  had 
and  execution  issued  unless  the  debtor  obtained  a  stay 
of  execution  by  paying  the  amount  into  Court,  or  by 
obtaining  special  leave  to  have  an  issue  tried  as  in  an 
action.  This  is  on  the  lines  of  the  Scottish  law 
relating  to  bills  of  exchange,  and  would,  it  seems  to  us, 
be  a  material  improvement  upon  the  existing  proce- 
dure, under  which  frivolous  defences  to  actions  for 
recovery  upon  bills  of  exchange  are  not  quite  so 
uncommon  in  practice  as  they  are  in  theory. 


Midelaw  aB«    Pchaps  the  most  noteworthy  feature 
Imdiu,       of  Uie  debate  in  the  House  of  Commons 

on  the  6th  inst.  on  Mr.  Swift  Macneill's  motion  that 
the  House  resolve  itself  into  Committee  to  consider 
the  report  of  the  proceedings  00  the  trial  of  the  election 
petition  for  Yarmouth,  and  the  complaints  that  have 
been  made  of  the  partisan  and  political  character 
of  the  conduct  during  the  trial  of  that  petition  of 
Mr.  Justice  Grantham,  was  the  spirited  defence  of  his 
Lordship  by  Mr.  Backmaster,  K.C.,  who  as  a  Liberal 
member  of  Parliament  is  hardly  likely  to  be  accused 
of  taking  an  unduly  lenient  view  of  the  matter.  The 
motion  was,  of  course,  withdrawn,  inasmuch  as  probably 
neither  its  mover  nor  its  seconder  seriously  believed 
that  there  had  been  any  miscarriage  of  justice.  Their 
object  was  doubtless  to  call  attention  to  the  fact  that 
rrelevant  comments  £rom  the  Bench  are  at  all  times 


undesirable,  and  frequently  create  an  unf<»tanate 
impression  among  those  whose  sole  knowledge  of  the 
facts  is  that  which  can  be  gained  from  a  newspaper 
report.  That  the  dignity  of  the  Bench  would  be  better 
preserved  if  judges  were  in  all  cases  to  keep  silence, 
except  where  the  proper  discbat^e  of  iheir  duties 
requires  them  to  speak,  is  very  generally  adnutted,  and 
some  of  our  legal  contemporaries  have  even  expressed 
the  view  that  there  would  be  far  fewer  arrears  to  work 
ofT  were  such  a  course  to  be  invariably  pursued ;  but, 
after  all,  an  election  petition  is  by  no  means  so  solemn 
an  affair  as  a  criminal  trial,  and  it  seems  possible  even 
for  the  House  of  Commons  to  take  itself  too  seriously. 


Cocresponbence  an&  Enanirtea- 


All  commanlcatlooB  to  the  Editor  altoald  be 
by  letter  oaly. 


\Wt  ate  at  all  timet  ready  te  imsert  cerretfondeHce  m 

matters  of  interest  tfi  the  Profession,  hit  we  do  not  of  course 
hold  ourselves  in  any  way  resfonsihle  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  iitut  must  reach  us  at  the  latest  iy  Wednesday 
afternoon;  and  must  in  all  eeues  he  aeeompanied  ky  tht 


name  and  address  of  corrufondentt^  mot  ueeessarily  f»r 
puhlicatioHt  but  as  a  guarantee  of  good  faith."] 


Points  In  Ituolvency  Law. 
(To  the  Editor  of  The  AuouiUaia.} 

Sir,— Can  any  of  your  readers  oblige  me  with  (x) 
The  practice  under  Section  5  of  the  Debtors  Act,  1869, 
whereby  the  Court  may,  in  effect,  make  a  receiving 
order  on  the  application  of  a  judgment  creditor.  I  am 
anxious  to  know  upon  what  principles  the  Court 
exercises  its  discretion.  (2)  I  should  also  be  obliged 
for  information  whether  a  deed  of  assignment  executed 
by  the  debtor  and  trustee,  but  not  by  any  creditor,  is 
sufficient  to  protect  the  assets  against  execution. 
Lawrence,  in  his  "  Deeds  of  Assignment,"  advises  that 
no  creditor  need  be  asked  to  sign,  but  quotes  no 
authority.  It  seems  possible  that  the  conununlcation 
of  the  deed  to  any  creditor  may  make  the  difference. 


July  gtk  1906. 


Yours, 

Digitized  by 
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EiUte  Duty. 

{Tm  the  Editor  of  Tkt  Accountant.) 

SiK, — I  have  read,  in  your  carrent  issae,  the 
ioquiries  of  your  correspondent  "  Executor,"  and  your 
brief  hot  lucid  answers,  and  I  think  it  may  be  useful  to 
point  out  that  a  child  bringing  advances  into  botch- 
pot  Is  entitled  to  deduct  from  such  advances  estate 
daty  at  the  rate  paid  in  respect  of  the  estate. 

I  am,  Sir,  your  obedient  servant, 

HERBERT  EDWARDS. 

gfhjuly  1906. 


(T9  tht  Editor  of  TJkt  Accountant.) 

Sir, — In  The  Accountant  of  July  7th,  p.  i:,  column  2, 
you  express  an  opinion  that  advances  made  by  a 
testator  to  a  child,  and  directed  to  be  brought  into 
account  for  division,  are  also  to  be  brought  into 
account  for  estate  duty.  I  doubt  if  this  is  so  if  the 
advances  were  made  more  than  twelve  months  before 
the  death.  The  Acts  bearing  on  the  subject  are: — 
Customs,  &c.,  Act,  1881, 44  Vict.  c.  12,  s.  38,  subsection  2 
(a);  Costoms,  &c..  Act,  i88g,  52  Vict,  c.7,  s.  11  (i),  first 
sub-paragraph ;  Finance  Act,  1894,  57  &  58  Vict.  c.  30, 
s.  2,  subsection  x  (c). 

Yours  truly, 

UiuUm,  lolhjuly  1906.  A.  D.  TYSSEN. 


A  Question  of  Apportionment. 
fTo  tkt  Editor  of  Tkt  Accomnttwt.J 

SiK, — I  have  just  been  perusing  a  work  by  a 
Chartered  Accountant  in  which  he  states  that  "he 
**  must  mention  the  legal  deoisioa  which  lays  it  down 
"  that  on  the  sale  or  purchase  of  any  shares  or  stock 
"  'cum  dividend, 'such  accrued  dividend  is  not  apportion- 
"  able  between  capital  and  income,  but  the  actual  price 
**  realised  on  the  sale  of  the  stock  or  the  actual  price 
"  paid  for  the  purchase  of  such  stock  should  be 
**  placed  to  the  credit  or  debit  of  capital,  as  the  case 
"  may  be." 

The  object  of  my  communication  is  to  inquire  if  you 
or  any  readers  of  The  Accountant  can  inform  me  the 
name  and  date  of  the  case  in  question.  It  seems  to 
me  that  there  is  a  variety  of  opinion  on  the  point.  If 
the  statement  in  my  book  is  correct,  I  think  it  is 
oo&ir  to  the  tenant'for-life  that  he  should  be  deprived 
of  so  much  income  in  conseqaence  of  the  particular 
tioie  elected  for  the  sale  of  the  stock  or  shares.  I 


think  it  is  generally  understood  that  when  investments 
are  sold  "  cum  dividend  "  the  purchaser  takes  that  fact 
into  account  when  making  his  offer.  I  csnnot,  there- 
fore, see  any  reason  why  an  apportionment  should  not 
take  place  by  a  trust  under  these  conditions.  Of 
course,  in  the  case  of  a  purchase  the  remainderman 
suffers. 

Perhaps  you  will  kindly  oblige  by  inserting  this  letter 
in  your  next  issue. 

Yours  faithfully, 

STUDENT. 

10th  July  1906. 

[The  application  of  the  Apportionment  Act  is  limited 

to  the  circumstances  recited  therein,  and  does  not 
apply  to  changes  of  investment.  See,  however,  Barker 
V.  Perowne,  iS  CD.  160;  Lord  Londesborough  v.  Somerville, 
19  Bevan  295 ;  Bulkel^  v.  Stevens,  3  New  Rep.  105. — 
Ed.  Acct.] 


Zbc  ^nstitnte  of  Cbartereb  Bcconntants 
tn  £noUnD  an&  Wales, 


At  a  meeting  of  the  Council,  held  on  Wednesday,  the 
nth  July  1906,  at  the  Hall  of  the  Institute,  Moorgate  Place, 
E.G.,  there  were  present :— Mr.  W.  B.  Peat  (President)  In 
the  chair,  Mr.  J.  B.  Ball  (Vice-Pre^dent),  and  Messrs.  W. 
Ashworth,  J.  H.  Blackburn,  W.  Blease,  T.  Bowden,  E.  M. 
Carter.  Ernest  Cooper.  Sir  John  Craggs,  Mr.  E,  Edmonds, 
Sir  Walter  Fisher,  Messrs.  W.  H.  Fox,  John  Gane,  A.  H. 
Gibson,  T.  Gregory,  J.  G.  Griffiths,  J.  E.  Halliday,  B.  W. 
Hardcastle,  J.  S.  Harmood-Banner,  M.P.,  A.  C.  Harper, 
D.  Hill,  C.  Fitch  Kemp,  H.  Woodburn  Kirby,  G.  Walter 
Knox.  A.  O  Miles.  F.  W.  Pixley.  W.  Pleuder,  F.  J.  Saflery, 
T.  G.  Shuttleworth,  G.  Sneath,  J.  M.  Wade,  F.  Whinney, 
T.  Wise,  and  J.  W.  Woodthorpe. 

The  Examination  Committee  reported  the  results  of  the 
Examinations  in  May  and  June  1906,  as  follows : — 

FBssed.       Failed.  Total. 
Preliminary    ..       ..  13G  49  ^^5 

Intermediate  ....         120  66  186 

Final   105  69  174 


361 


184  545 


Also  that  the  following  prizes  and  certificates  of  merit  had 
been  awarded  :— 

PBELIMINAaV  EXAIIINATION. 

Priu. 

Wykes,  P.  R.,  Leicester.     .gitized  by  ' 


Google 
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Intekhbdiatb  Examination. 
Prige. 

Hare,  M,  L.  T.,  M.A.  (G.  Sneath),  London. 

Final  Examination. 

Certificates  of  Merit  in  Order  of  Priority. 

Clinch.  S.  H.  (H.  W.  A.  Hislop),  London. 

Sharp,  R.  C.  (J.  Watson).  Carlisle. 
{  Ismay,  E.  W.  (A.  P.  Spence),  Newcastle-upon-Tyne. 
1  Millward,  R.  T.  (A.  G.  Pugh),  Llandudno. 

Shoveller,  H.  L.  (B.  D.  Holroyd),  London. 

Morton,  J.  H.  (A.  H.  S.  Glenton),  Newcastle-upcn-Tyne. 

Ramsden,  W.  D.  (T.  H.  Barron),  York. 
Horsley,  H.  R.  (P.  D.  Leake),  LoDdon. 
Scott,  A.  (W.  Morton),  Hyde. 
Judson,  C.  {G.  F.  Stewart),  Birminghain. 

The  Robert  Fletcher  Prize  (a  sum  of  ^^30  a  year,  payable 
in  half-yearly  instalments  from  the  date  of  the  examinUton 
to  the  termination  of  articles)  was  awarded  to  B.  H.  Brigfaam 
(W,  F.  Bridgwater),  Birmingham,  who  was  second  in  order 
of  merit  in  the  Intermediate  Examination,  the  candidate 
who  obtained  the  first  place  being  over  the  age  limit  laid 
down  by  the  rules. 

The  prize  will  again  be  competed  for  at  the  November 
examination. 

The  Secretary  reported  : — 

(i)  The  appointment  of  the  following  Chairmen  of 
Committees : — 

Examination  Mr.  J.  E.  Halliday. 

Finance   „    A.  O.  Miles, 


Recent  AddKlou  to  the  Library. 


Investigation 
General  Purposes   . . 
Parlitunentary  and  Law    . . 
Students  Societies'  Grants , . 


T.  A.  Welton. 
J.  G.  GriHiths. 
E.  Waterhouse. 
J.  G.  GrifiSths. 


(2)  Death  of:— 

Mr.  E.  M.  Sharp,  F.C.A.,  Birmingham. 
„    J.  Hudson  Smith,  F.C.A.,  Bristol. 
„    Wilson  Hamilton,  A.C.A.,  London. 

At  a  special  meeting  of  the  Council,  held  on  the  6th  Jane 
1906,  Mr.  James  Boardman,  F.C.A.,  of  3  St.  James's 
Square,  Manchester,  was  excluded  from  membership  of  the 
Institute. 


Purchased. 

Brewers'  and  Bottlers'  Accounts.  By  H.  Lanhara,  A  C.A. 
London  :  igo6. 

'     Urban  District  Councils'  AccounU.   By  F.  S.  Eckersley. 

London :  igoC. 
Balance  Sheets  and  how  to  read  them.   By  T.  H.  Gough, 

A  C.A.    London  :  1906. 
Beginnii^s  in  Bookkeeping.  By  J.  Hunter.  London:  1898. 
The  Case  for   Partnership  Insurance.     By  T.  P. 

Wansborougb.    London  :  1905. 
New  English  Dictionary.  By  J.  A.  H.  Murray.  Ph.-Piper 

(part  of  Vol.  7).   London  :  1906. 
Palmer's  Index  to  The  Times,  January-March  1906. 
Parliamentary  Debates,  Vols.  4-6  oi  igo6. 

PrtsnM     the  Authors. 

Auditors.  Part  I.  9th  Edition.  By  F.  W.  Pixley,  F.C.A. 
i        London  :  1906. 

Auditors  Part  11.  Local  Government  Auditing.  By 
I  F.  W'tixley,  F.C.A.  and  R.  B.  Fellows.  London  : 
I  1906. 

Early  Stages  of  Preparation  for  the  Accountancy  I*apers 
I        of  the  Intermediate.     By  A.  £.  Cutforth.  A.C.A. 

IxHidon  :  1906. 
I     Bookkeeiring  for  Solicitors.    By  L.  Whittem  Hawkins, 
I       A.C.A.   London  :  1906. 

Field's  Analysis  of  Gas  Accounts  for  1905,  compiled  by 
G.  Offord. 

Presented  by  Messrs.  Shaw  &•  Sous  {Ike  Publishers), 
Archer's  Tables  for  the  Repayment  of  Loans,  Ac.  By 
J.  A.  Archer.  4th  Edition.   London:  1906. 

Presented  by  the  City  Treasurers. 

City  of  Capetown  Accounts.  1905. 

City  of  Birmingham  Financial  Statement.  1905.6. 

Presented  by  the  Borough  Treasurer. 

County  Borough  of  Birkenhead  Statement  of  Accounts. 
1903-6. 

Presented  by  G.  Reymondin. 
Le  Code  des  Comptables.  Par  L.  Rachou.  Paris  :  1899. 
Les  Expertises  Comptables.  ParG.  Faure.  I'^s  :  1902. 
Histoire  de  la  Sociite  Acad^mique  de  Comptabilit^.  Par 

G.  Reymondtn.    Paris  :  igo6. 
Tenue  des  Ltvres  sur  Feuillets  Mobiles.    Par  G.  Faure  et 
L.  Rachou.    I'arls  :  1906. 

Presented  by  the  Council  0/  the  Latv  Society, 
Officialism:  Report  of  the  Special  Cjjmmittee.  London  : 
»9°3  Digitized  by  Google 
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Cbarteceb  Bcconntants*  Aasontc  Xodae. 


Is  our  report  of  the  coosecration  of  the  above  Lodge 
last  week  we  omitted  to  mention  that  Sir  Edward 
Letchworth  was  assisted  by  the  following  members  of 
Grand  Lodge:— Dr.  K.  Gooding,  P.G.D.,  as  S.W.; 
Edwin  Fox,  F.A.G.D.C..  as  J.W.;  the  Rev.  Canon 
Horsley,  M.A.,  G.  Chaplain,  as  Chaplain ;  Henry  Times, 
P.DX}.D.C.,  as  D.C. ;  and  T.  A.  Bollock,  P.G.Sd.  B.  as 
I.G.,  and  in  the  list  of  guests  at  ttie  banquet  the  oame 
of  Bra.  W.  T.  Leviansky  was  wrongly  spelled. 


JLhc  abartereb  HccountantB  Stu^ent8' 
Society  of  fctnd0ton«ut>on«t)uU. 


Tin  annual  general  meeting  of  t&e  above  Society  was 
bald  in  the  Hall  of  the  Incorporated  Law  Society,  Hall,  on 
Wedaesday  eveaing,  27th  June  1906.  Mr.  Thos.  Goldie, 
A.C.A.,  occapied  the  cliair.  Amongst  others  present  were : — 
Messrs.  J.  J.  Campbell,  A.C.A. :  W.  P.  Vickerman, 
A.C.A. :  W.  J.  Dawson,  A.C.A. ;  and  J.  B.  Batchelor, 
A.C.A. 

The  Report  and  Acoiants  of  the  Committee  and  the 
librarian's  Repent  wne  approved  and  adt^ted.  The 
foUowing  are  the 

REPORT  AND  ACCOUNTS. 

Yoor  Committee  submit  with  pleasure  their  Annual 
Statement  of  Accoonts  and  Report  for  the  year  ended 
30th  April  1906. 

The  number  of  members  at  the  end  of  ttie  3rear  was  65, 
consisting  of  25  honorary  and  40  ordinary  members. 

Eleven  ordinary  meetings  have  been  held  during  the  two 
lesions,  at  which  there  has  been  an  average  ^tendance 
of  17-6. 

Your  Committee  wish  to  place  on  record  their  thanks  to 
those  gentlemen  who  have  so  kindly  f;iven  the  excellent 
lectures  and  papers  which  have  been  delivered  to  the 

Society. 

Joint  debates  have  been  held  during  the  year  upon  a 
Balance  Sheet  and  Report  drawn  up  by  the  Working  Union 
of  Chartered  Accountant  Student  Societies.  A  visit  was 
made  to  Hull  by  several  members  of  the  Liverpool  Society, 
and  a  depatation  from  your  Society  visited  Sheffield.  These 
inier-debatee  were  most  interesting  and  instructive. 


The  annual  dinner  and  concert  was  held  at  the  Grosvenor 
Hotel,  when  a  large  number  of  members  were  present.  An 
enjoyable  evening  was  spent,  during  which  a  presentation 
was  made  to  the  retiring  Preudent,  Mr.  W.  R.  Locking. 

Your  Committee  regret  that  there  were  not  more  entries 
for  the  President's  Prize  Essay  Competition,  bat  trust  that 
during  the  next  session  more  membera  will  take  an  interest 

in  this  direction. 

The  accounts  duly  audited  are  hereunto  annexed.  It  will 
be  seen  that  there  is  a  stu-plus  for  the  year  of  £3  os.  tod., 
as  against  a  deficit  of  i8s.  lod.  last  year.  As  in  the  previous 
year,  the  cost  of  the  Joint  Transactions  of,the  Working 
Union  of  Chartered  Accountant  Student  Societies  has  been 
charged  in  the  accounts,  and  copies  have  been  distributed 
amongst  the  membera  free  of  chuge. 

W.  F.  Harris, 

Prttident. 


Librarian's  Report. 

Gentlemen,— During  the  year  ended  30tb  April  1906  44 
members  made  use  of  the  Ubrary,  and  230  books  were 

circulated.  The  subjoined  analysis,  which  includes  1900-1 
(the  first  year  of  the  Library's  existence),  serves  to  show  its 
increasing  atility. 


1900-1    1904-5  1903-6 


Artutrations  and  Awards 

2 

4 

3 

Bankruptcy    and    Deeds  of 

2 

tS 

13 

Bookkeeping  and  Auditing   . . 

10 

62 

70 

Company  and  Partnership  Law 

5 

38 

37 

Execaton,     Trustees,  and 

JO 

33 

37 

Mercantile  and  General  Law 

8 

26 

31 

3 

38 

37 

40 

219 

230 

The  Library  now  contains  236  volumes,  an  increase  of  36 
since  the  date  of  the  last  report. 

1  am.  Gentlemen, 

Yours  faithfully, 

W.  Pbrcv  Vicxrrman, 

Digitized  by  ^o».  Ub^an. 
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Dr. 


Revenue  Account  for  the  Year  ended  30tb  April  igo6. 


Cr. 


ExpmdituT*. 

£  *  A 

To  Rent  of  Room                                                  «  53^ 

.  Caretaker,  fcr  Cleanins  and  AltendanM    4  4  o 

,  Printiag  r— 

Syllabuses  and  General    f  *  8  3 

Anaoal  Accounts,  1903   x   i  a 

  3  9  3 

•  Postages    s  17  s 

•  Lecturers'  Expenses    2t  14  11 

•  I.OSS  on  IMnner    060 

■  Levy  for  Expenses  r(  Working  Unioa   196 

.  Cost  of  Joint  lYansactions    746 

■  Demdation  of  Book  Case,  Sral,  &e.   a  17  a 

.  Balaoce,  \mag  excess  of  Income  over  Expenditure  carried 

down    2  0  10 

£49  fi  4 


Intmnt. 

By  Subscriptions,  viz. 

3j  Honorary  Members  at  £1  is... 
40  Ordinary  Members  at  los.  M. 


Entrance  Fees 
Bank  Interest 


By  BaUnc«  at  ist  May  1903 

L<u :  Transferred  to  Library  Fund 


Balance  brouRbt  down 


a  d  £  s  d 


3  o 


47  5  e 
I  It  6 
a  9  10 


£49  6  4 


19  t?  1 
s   I  9 


17  15  4 
3    O  10 

19  16  3 


Df. 


Library  Fund  for  the  Year  eoded  30tb  April  1906. 


Cr. 


£  s  d 

To  Depreciation  for  the  Year  10  ij  4 

■  Cost  of  Catalogues,  &B.  33° 

■  Balance  carried  down   12  id  o 

£26  16  4 


£    s  H 

By  Balance  al  isL  May  1005  24  14  7 

.  Amount  trausftrred  from  Revenue  Account  1    i  g 

£a6  16  4 

By  Balance  brought  dowu  J3  iS  o 


Balance  Sheet  on  the  8th  May  1906. 


Liabilitiit. 

£  8 

Library  Fund  13  t8 

Revenue  Account   ig  16 

Price  Fund   i  11 

Creditor  83 


Autls. 

fsd    £sd  £5d 

Books  in  Library  :— 

As  per  last  Balance  Sheet  . .  . .  48  ;  4 
Additions  during  tlic  Year      ..       ..     S  i>  5 

  53  16  9 

List :  Depreciation  Reserved  : — 

At  30H1  April  1905   30  3  3 

Now  added   10  13  4 

  40  18  9 

'    13  18  O 

[The  value  of  the  Books,  &c..  which  have 
from  time  to  time  been  presented  to  tlic 
Library  is  not  Included  in  (he  above 
amount.] 
Tnniiture,  Sc.  :— 

Book  Case  and  Seal  at  Cost  :-- 

As  per  last  Balance  Sheet    . .       . .  8  13  0 

LtK :  Depreciation  reserved  : — 

At  30th  April  1905   3  17  lo 

Now  added   o  17  2 

  4  >3  o 

  3  17  o 

CaiUCin'Bank   so  6  s 

in  Hand  S7o 

€a*  8  3 


We  have  examined  the  Books  and  Vouchers  of  the  above  SocielTi  and  ceriify  that.  In  onr  opinion,  the  foregoing  StaJctQenti  are  < 

«     J- n- B"CHFLo«,  A.CA.,  Mo*.  TnMtm.  Digit ize§-iwl£ii4 
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The  officers  of  the  Society  for  the  ensning  year  mre 
elected  as  follows : — 

PmUmt.—UT.  W.  F.  Harris,  F.C.A. 

Via-PrtudeMts. —Mesm.  J,  Gregson,  F.C.A. ;  J.  A. 
Ctrlill,  F.C.A. :  W.  Smailes,  A.C.A. ;  and  A.  W.  Retch- 
foid,  A.C.A. 

Hm.  Stentary.  —  Mr.  W.  Percy  Vickerman,  A.C.A., 
9  I^iament  Street,  Hull. 

Hon.  Librarum.—iAr.  C.  M.  Strachan. 

Hon.  TnasHW.— Mr.  J.  B.  BiUchelor,  A.C.A. 

Cmmttu. —Meson.  Thos.  Goldie,  A.C^. ;  J.  J.  Campbell, 
A.C.A. :  W.  J.  Dawson,  A.C.A. ;  H.  W.  Losing,  A.C.A. ; 

R.  Meals;  W.  E.  Scott,  A.C.A. ;  and  C.  L.  O. 
Clemiitson. 

Hon.  Atidilors.— Messrs.  E.  W.  Shaw,  A.C.A. ;  and  F.  M. 
Tamball. 

A  vote  of  thanks  was  passed  to  the  gentlemen  who  had 
given  lectures  and  pliers  daring  the  aatnmn  and  spring 
SBssions  1905-6,  and  to  the  officers  and  auditors  for  their 
services  during  the  past  year. 


Cbe  Btt0tol  Cbartere&  accountants 
Students'  Socfets. 


Thb  tenth  annual  meeting  of  the  Society  was  held  at  the 
Library,  Albion  Chambers,  Bristol,  00  Saturday,  June  30th 
1906. 

The  Chairman  (Mr.  C.  L.  Cummins,  A.C.A.)  cosgratulaled 
the  Society  on  having  attained  its  tenth  anniversary,  and 
eipressed  the  hope  that  its  activity  and  usefulness  would 
omlinae  to  increase. 

The  following  are  the 

REPORT  AND  ACCOUNTS. 

Your  Committee  have  pleasure  in  presenting  their  Report 
and  Statement  of  Acconnts  for  the  year  ended  April  30th 

1906. 

1.  — During  the  year  6  ordinary  members  have  been 
^ected,  and  having  deducted  those  who  have  ceased  to  be 
members,  the  numbers  are  31  honorary  members  and 
37  ordinary  members,  as  against  30  and  34  respectively  last 
year. 

2.  — Doring  the  past  aesuon  the  following  meetings  have 
beeoheld 

1903 

Oct  25  (Wed.)— Hock  Shareholders'  Meeting  (jcdnt  debate 
with  Chartered  Accountants  Students'  Society 
of  London).  Chairman,  Mr.  S.  Pirn  Jackson, 
A.C.A. 


Dec  6  (Wed.)— "  Income- Tax  "  (dealing  with  report  of 
Departmental  Committee).  Mr.  Chas.  Comins, 
F.C.A.  Chalrmui,  Mr.  A.  Lee  Hellyer, 
F.C.A. 

1906 

Jan.    13  (Friday) — "  Brewers'    and   Bottlers*  Accounts." 

Mr.  Herbert  Lanham,  A.C.A.,  of  London. 
Chairman,  Mr.  C.  L.  Cummins,  A.C.A. 

Feb.  9  (Friday) — "Faults  in  Company  Law  and  the 
Remedies."  Mr.  G.  H.  Boucher.  Solicitor. 
Chairman,  Mr.  F.  Percy  Jenkins,  F.C.A. 

Mar.     7  (Wed.)— "  Bills    of    Sale.  "     Mr.    E.    H.  C. 

Wethered,  B.A.,  LI.,B.  (Barrister-at-Law). 
Chairman,  Mr.  Clare  Smith,  F.C.A. 

On  November  7th  representatives  from  our  Society 
attended  a  mock  shareholders'  meeting  at  Birmiogham, 
arranged  as  a  joint  debate  with  the  Birmii^ham  Chartered 
Accountants  Students'  Society. 

The  Committee,  on  behalf  of  the  Society,  beg  to  express 
their  indebtedness  to  the  gentlemen  who  have  read  papers 
or  otherwise  assisted  at  the  meetings,  and  record  their 
pleasure  at  the  success  of  the  mock  shareholders'  meeting 
on  October  23th  1905,  arranged  by  Working  Union  of  Char- 
tered Accountants  Students'  Societies. 

3.  — By  the  kindness  of  the  Bristol  Sodety  of  Chartered 
Accountants  the  members  of  the  Students'  Society  were 
invited  to  attend  a  meeting  held  at  the  Grand  Hotel,  on 
December  ist  1903,  at  which  Mr.  W.  B.  Feat,  F.C.A.  (Vice- 
President  of  the  Institute)  presided,  and  short  ptapers  were 
read  by  Messrs.  F.  A.  Jenkins,  F.C.A.,  Clare  Smith,  F.C.A., 
and  Stephen  Tryon,  F.C.A. 

4.  — The  Librarian's  report  will  be  read  at  the  annual 
meeting.  As  shown  in  the  accounts,  the  Committee  have 
as  usual  written  off  depreciation  on  the  books  at  the  rate  of 
20  per  cent. ;  they  hope  during  the  ensuing  year  to  extend 
the  practical  utility  of  the  library. 

At  the  general  meeting  the  following  resolution  will  be 
proposed : — "  That  in  future  the  library  will  be  open  for 
"  issue  and  return  of  books  from  10.30  to  it. 30  on  Saturday 
"  mornings  (or  when  lectures  are  in  prepress  at  the  end  of 

"  the  same)." 

3. — During  the  year  the  following  members  have  been 
successfol  at  the  Institute  Examinations : — 


M(9  Inttm^iaU. 


R.  A.  Butt 
L.J.  Coates  .. 
H.  Ellett 
H.  W.  Horner 


(J.  E.  Grace)  5th  in  honours. 
(H.  Grace)  9th  in  honours. 

(C.  S.Ware)-  I 
(G,  Panes)  ^UO^IV^ 
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May  Final. 

6.— During  the  year  the  classes  in  AccOHOtancy  and  Law 

H.  E.  Keeler 

(T.  F.  Sharp) 

have  been  continaed,  and  the  Committee  trust  that  these 

H.  E.  Nowell 

(J.  Miloe) 

classes,  which  now  make  provision  for  tuition  in  elementary 

H,  S.  ThjmiM 

(J.  H.  Watling) 

accoantancy,  for  first  year  men,  will  continue  to  be  well 

Decembn  InUrmtdiaU. 

supported. 

G.  S.  Bivwster 

(H.  Anstey) 

Ceeember  Final, 

C.  Leslie  Ccumins, 

R.  C.  HaddQD 

(H.  Grace)  3Fd  in  honours. 

Chairman. 

Dr. 


Incx)hb  and  EznNDiTUU  Account  for  the  Year  ending  April  30th  igo6. 


Expmdiluri. 

£  s  d 

To  Prinilnc,  Stationery,  Secretarial  Expense*,  &e   8  i  j  7 

.  Svbmmptioa  to  Tin  Acamnlanl    140 

■  Law   and   Accountancy   Claues,    Lecturers'  Fees, 

ExpensM,  Printing,  &c.      . .   63  14  1 

,  Expenses  of  Evening  Lectures  and  Joint  OebalM  S  lo  3 

*  Cott  of  The  Aecountanti' Journal  (flitemtni  4  3  3 

■  Rent  of  Room  at  Aibioa  Chambers   30a 

.  Contribution  to  "  The  Woritiog  Union  of  C.  A.  Students' 

Soektiei,"  and  Ezpensei  of  Members  attending 

meetinfs  . .             ,   3  13  6 

.  Fiius  tat  plaoM  taken  at  lutltnte  Ezaminations  440 

■  Bolanoe  carried  to  Balance  Sheet    o  13  3 

f 102  o  « 


intomt. 

By  Subscripl  ions- 
Si  Honorary  Members  at  loo.  6d.  each 
37  Ordinary  Meniliers  at  los.  fid.  each 
6  Entrance  Fees  at  js.  each  . . 


6 

I  10  o 


Law  and  Accountancy  Classes- 
Fees  received  from  Students . . 
Grant  from  Institute  (estimaiad) 

Saleof  TA(  Aceou$aaiiU' JounuU— 
34  Subscriptlontt  at  3s.  6d.  each 


Cr. 


£    *  A    £    w  d 

ifi  3  G 
ig  8 


37  4  o 


38  7  o 
38  S  o  , 
 te  II  o 

440 


£103  o  o 


Dr. 


Library  Fciid  for  the  Year  ending  April  30th  1906. 


Cr. 


To  Depreciation  of  Books,  20  per  cent,  on  £a6  n.  6d. 
.  Balanoe  carried  to  Balance  Sheet   


£  s 
3  4 

30  10 


£S5  '5  I 


By  Balance  as  per  iast  Account 


£  s  d 
SS  tS  ' 

£33  13  1 


Dr. 


Balance  Sheet  April  30th  1906. 


Cr. 


To  Sundry  Creditors  for  Law  and  Aeeonntanoy 

Classes,  Rent,  Stationery,  &e  

a  Ubrai;  Fund- 
Balance  as  per  above  Account  

■  Income  and  Expenditure  Accotmt— 

Surplus  a*  per  last  Aocmint  20  0 

Add  Surplus  on  this  year's  working  as  per 

above  Aocount   o  13 


£    s  d    £  s  d 


70  18  4 
30  10  7 


20  13  7 


£143  3  6 


By  Library- 

Valve  of  Books  at  April  joth  tgoj,  u  per 


last  Balance  Sheet  33  5 

Additions  during  the  Year  o  16 


Lia  Depreciation  at  90  per  cent.  . . 


36  a 
3  4 


Cash  at  Bank  79  i 

Cash  in  hands  of  Secretary  and  Treasurer  113 


Library  Furniture  and  Fittings  

Simdry  Debtors- 
Grant  from  Institute  (estimated)  •  •   3'  5 

Outstanding  Subscriptions,  Ac  39 

Other  DebtWB  . ,   03 


ao  18  o 
3  10  6 


;    34  17  3 

! 

-    80  16  7 

£142  »  6 


Briifo/,  futu  igfA  1906. 


Examined  and  found  correct. 


J.  Paxkkr,  A.C.A.,i  m„j,{^„ 


The  report  and  accounts,  as  circulated,  and  the  Librarian's 
report  were  adopted. 

A  vote  of  thanks  was  accorded  to  the  retiring  President, 
Vice-President,  and  officers. 


The  following  were  elected  for  the  ensuit^  year : — 
Pmsinf— BCr.  W.  Vanghan  Jenkins,  F.C.A. 
Vic^PrniienU-^^.  S.,,Km  Ja@^^G^^^  and 


Wilfrid  Grace,  A.C.A, 
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CtmmUlu—UeaKn.  C,  Cuniliins,  A.C.A.,  L.  J.  Coi^. 
S.  W.  Comwell.  A.  J.  Gazdner.  H.  C.  Leonard,  A.C.A., 
H.J.Woodfin,  A.C.A. 

Hon.  Trtaswtr— Mr.  R.  A.  Butt, 

Hon.  SiCRtery— Mr.  C.  F.  A.  Greeoslade. 

Han.  LibmiM—Ur.  H.  A.  Mans&eld. 

Hm.  AuiUon—Messn.  H.  W.  Horner  and  H.  Ellett. 

A  nnanimous  vote  of  condolence  was  passed  with  the 
relatives  of  the  late  Mr.  J.  Hudson  Smith,  F.C^.,  who  had 
been  a  member  of  the  Sodety  since  its  commencement. 


Compans  Xaw  HmenMnent  Committee. 


R^rt  of  Committee. 


To  the  Right  Hon.  David  Lloyd-George,  M.P.,  Sec.  &c., 
President  of  the  Board  of  Trade. 

Sir, 

I.— By  minute  of  the  Board  of  Trade,  dated  the  8th  of 
Febniaiy  1905,  this  Committee  was  appointed  "to  inquire 
"what  amendments  are  necesaaiy  in  the  Acts  relating  to 
'joint-stock  ctmipaiUM,  and  to  report  to  the  Boaxd  of 
'Tnde.**  By  a.  memorandum  dated  the  loth  of  February 
1905,  signed  by  Mr.  George  Stapylton  Barnes,  the  Com- 
mittee were  informed  that  the  reference  to  them  had  been 
framed  in  wide  terms  in  order  to  prevent  the  ezclnsion  of 
any  subject  which,  any  member  of  the  Committee  might 
viA  to  bring  before  his  fellow  members,  and  the  Board  of 
Trade  e^ressed  the  assurance  "that  the  Committee  will 
'consider  generally  by  wiiat  means  joint-stock  enterprise 
'can  best  be  fostered  and  encouraged,  as  well  as  the  means 
'by  which  illegxtimato  practices  may  be  most  effectually 
'repressed."  Tbe  attention  of  the  Conunittee  was  by  the 
laid  memorandum  particularly  directed  to  the  following 
qncMions :  — 

[<i)  The  growing  practice  of  issuing  companies  without 
a  prospectus. 

{i\  The  r^stration  outside  the  United  Kingdom  of  com- 
panies carrying  on  business  in  England  and 
appealing  to  English  investors. 
|f|  The  extension  of  the  provisions  of  the  Companies 
Act,  1900,  with  regard  to  the  registration  of 
mortgages  and  charges  so  as  to  include  all 
mor^agea  and  chaif  ea  as  well  as  those  created 
before  as  since  ist  January  1901. 
(/)  The  amendment  of  Table  A  in  the  Furst  Schedule  to 

the  Act  of  1863. 
i. — The  present  Lord  Chancellor  (Lord  Lorebum),  then 
iii  Robert  Tlueshie  Reid.  G.C.M.G.,  E.C..  M.P.,  was 
^pointed  Chairman  of  the  Committee,  and,  until  his 
iKignation  on  accepting  Ids  present  office,  presided  at  all 


the  meetings.  We  desire  to  place  on  record  our  deep  sense 
of  the  great  obligations  which  we  owe  to  his  Lordship  for 
his  valuable  services  whilst  on  the  Committee,  and  for  his 
unfailing  courtesy  in  the  conduct  of  its  ddiberations. 

3.  — 'By  minute  of  the  i6th  of  December  1905  Mr.  C.  M. 
Warmington,  K.C.,  was  appointed  Chunnan  of  the 

Committee. 

4.  — It  will,  in  our  opinion,  be  convenient  before  stating 
the  conclusions  at  which  we  have  arrived  on  particular 

points,  if,  by  way  of  preface,  we  define  the  attitude  we 
have  assumed  in  approaching  the  problem  of  company  law 
reform.  The  magnitude  of  tbe  interests  involved  in  joint- 
stock  enterprises  in  this  country  under  the  Companies  Acts, 
1862-1900,  must  be  universally  recognised.  Tite  company 
system  inaugurated  by  the  Act  of  1862  has  given  an 
immense  stimulus  to  commercial  enterprise.  Under  this 
system  British  trade  has  widely  developed,  and  the  wealth 
of  the  community  has  been  largely  augm«nted.  The 
number  of  companies  now  carrying  on  business  under  the 
Acts  is  more  than  40,000.  The  capital  embarked  in  the 
undertakings  of  these  companies  exceeds,  according  to  the 
most  recent  Board  of  Trade  Return,  ;^3,ooo,ooo,ooo. 

5.  — The  area  in  which  these  companies  operate  is  not 
limited  to  any  particular  country ;  no  doubt  the  bulk  of 
them  carry  on  business  in  the  United  Kingdom,  but  many, 
including  some  of  great  magnitude,  operate  in  India,  the 
Colonies,  and  foreign  countries. 

6.  — In  tfie  result  these  companies  include  a  large  and 
increasing  proportion  of  the  business  concerns,  both  large 
and  Small,  of  the  country,  and  especially  banking,  dis- 
count, and  financial  businesses,  breweries,  collieries, 
manufacturing  concerns  of  all  kinds,  trranways,  railways 
(in  India  and  foreign  countries),  shipbuilding  and  ship- 
owning,  land  and  building,  and  mining  undertakings. 

7.  — The  debentures  and  debenture  stocks  of  these  com- 
panies aggregate  some  hundreds  of  millions  of  pounds. 
The  number  of  persons  interested  as  shareholders, 
debenture-holders,  stockholders,  customers,  creditors,  and 

employees  is  legion. 

8.  — ^Applying  the  information  furnished  to  us  from  the 
personal  experience  of  some  members  of  the  Committee, 
and  that  afforded  by  the  statements  received  from 
Chambers  of  Commerce  throughout  the  country,  we  are 
satisfied  that  the  great  majority  of  these  companies  are 
honestly  formed  and  conducted.  Convinced  therefore  of 
the  beneficial  operation  of  the  present  company  system,  we 
have  felt  that  legislation  affecting  interests  of  such  magni* 
tude  demands  great  caution,  and  that  whilst  it  is  desirable 
by  all  reasonable  means  to  repress  fraud,  the  utmost  care 
should  be  taken  not  unduly  to  curtail  the^facilities  and 

advantages  under  which  *«>nef5ia]^^?8^f@'(ftOWC^ 
years  flourished  and  still  flouridies.  C> 
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Recent  Diminution  of  Company  Registration. 

9.  — One  of  the  matters  considered  by  us  is  the  diminti- 
tion  in  company  ic^stration  daring  the  last  five  years. 

10.  — Since  1896  there  has  been  a  very  remarkable 
change  in  the  progress  of  company  enterprise.  Comparing 
1896  with  1905,  the  number  of  companies  registered  has 
slightly  diminished,  but  the  total  amount  of  the  nominal 
capital  has  diminished  in  a  much  more  marked  degree 
during  this  period,  the  total  capital  of  the  companies 
registered  in  the  latter  year  being  very  little  more  than 
one-third  of  vhat  it  was  ten  years  previoasly.  Again,  from 
the  year  1901  down  to  1904,  the  number  of  companies 
issuing  a  prospectus  or  invitation  to  the  public  to  subscribe 
for  their  shares  shows  a  falling-ofi  year  by  year,  and 
during  these  years  an  extraordinary  decrease  is  shown  in 
their  nomin^  capital,  the  total  being  betWMn  la  and  13 
millions  in  the  year  1904,  as  compared  with  upwards  of 
48  millions  in  the  year  1901.   In  other  words,  there  was, 


in  the  period  referred  to,  a  decreasing  amount  of  invest- 
ment in  new  companies  and  many  fewer  prospectuses. 
There  has  also  been  some  tendency  to  attempt  to  escape 
the  jurisdiction  of  the  Courts  by  registering  outside  of  the 
United  Kingdom.  On  the  other  hand,  there  has  been  no 
diminution  in  the  number  of  liquidations  or.  so  far  as  can 
be  ascertained,  in  the  pecuniary  loss  caused  by  these  liqui- 
dations. The  figures  for  the  year  1905,  however,  show  an 
increase  alike  in  the  number,  and  in  the  amount  of  the 
nominal  capital,  of  companies  registered  during  the  year, 
and  an  increase  also  in  the  proportion  of  companies 
issuing  a  prospectus. 

II.— In  the  Fourteenth  General  Annual  Report  of  the 
Board  of  Trade,  ordered  by  the  House  of  Commons  to  he 
printed  on  the  i8th  of  July  1905,  may  be  found  two  tables 
of  so  much  importance  in  this  connection  that  we  think  it 
better  to  print  them  here,  with  the  figures  added  for  the 
year  1905. 


CoMPARATivB  FiGDRBS  relating  to  Companies  Registered  during  the  Years  1901,  1902,  1903,  19041  and  1905. 


Year 

I. — Number  and  Nominal 
Capital  of  Companies  which 
RIm  a  Prospectus  and  to 
which  Certificates  that  they 
were  entitled  to  commence 
business  were  granted 

11. — Number  and  Nominal 
Capital  of  Companies  which 
filed  a  Prospectus  but  to 
which  Cenificaies  that  they 
were  entitled  to  commence 
builnuB  were  not  granted 

III. — Number  and  Nominal 
Capital  of  Companies  which 
tiled  a  Declaration  that  the 
Company  "docs  not  issue 
' '  any  invitatitxi  to  the  public 
"  to  sutMcribe  for  its  snares  " 

IV.— Number  and  Nominal 
Capital  of  Companies  which 
6lu  neither  a  Proqiectus 
nor  a  Declaration 

Number 

Nominal 



Numtjer 

Nominal 
Capital 

Number 

Nominal 
Ci^tal 

Namber 

Nominal 
CBEHtal 

Percentage  of  Total  Number 
and  Capital  respectively    . . 

369 
11*78 

£ 

4S.676,900 

sg-41 

76 
'■43 

3.5^.837 

a-59 

2.483 

7n> 

50*88 

804 

6-51 

£ 

15.596.<"3 

11-33 

FarcentaKe  of  Total  Namber 
and  Capital  respectivtlT   . . 

358 
MB 

36.753.544 
18^1 

91 
a'53 

a.Sa7,07S 
171 

3.966 
nis 

100,509,366 
8B*11 

181 
S-03 

17.773.363 
13-04 

Percentage  of  Total  Number 
and  Capital  respectively    . . 

306 
>•» 

ao.553.865 
17*77 

66 
a"33 

3,267,510 
2-82 

3.146 

88-21 

06,697,019 
7«*M 

.M 
4'I7 

5,138,970 
4'4S 

I^centage  of  Total  Number 
and  Capital  reipectivety    . . 

346 

7-07 

i«ta 

33 

rja 

1. 833.073 
at? 

3f>^ 
•8-M 

64.867,315 
77« 

110 

3>6 

4.413.303 

5-25 

I^cntsge  of  Total  Number 
and  CajdUl  respectively 

i3a 

PVt  ■ 

30,670,760 

IfrOS 

75 
1-89 

3.870,500 
s-64 

3.436 
86*30 

83.753,356 

3-58 

3.361,517 

3*17 

Ndmbbr  of  Companies  Registered  daring  the  period  1S96- 
1905,  and  Total  Amount  of  their  Nominal  Capital. 


Number  of 
Companies 
Registered 

Total  Amount 
of  Nominal 
Ct^iUl 

Avcra^u  Amount 

of  Nominal 
Capital  of  each 
Company 

i8g6 

!S  :: 

i8gg    . . 
1900 
igoi 
19U 

1903  .. 

1904  . . 

1905  .. 

4.391 
4.750 
4.65r 
4.S3> 
4.509 
3.13; 

3.693 
3.478 
3.967 

385,3^1,077 
369,39«.7i5 
347.718.333 
339.570r4^ 
306,838,941 
rj7.479.44> 
147,563,148 
"5.657,364 
83,014,688 
ro8,65S,043 

£ 
66,479 
56,714 
53.a6i 
50.7«> 
45.870 
43.895 
41.035 
31,336 
34.137 
37,389 

13. — From  the  figures  in  the  second  of  the  above  tables 
it  appears  that,  in  point  of  number,  the  maximum  of  com- 
panies registered  in  any  one  of  these  ten  years  was  4*750  in 
1897  and  the  minimum  was  3>i3s  in  1901.  The  first 
marked  decline  was  from  4,509  in  the  year  1900  to  3.132 
in  the  year  1901,  from  which  date,  with  the  exception  of 
the  year  1904,  there  has  been  again  a  rise  in  the  number 
of  companies  registered  annually,  and  in  the  last  year, 
1905,  the  number  of  companies  registered  was  3,967. 

13. — ^But  if  the  total  amount  of  nominal  capital,  and  not 
the  number  of  companies  be  regarded,  the  decrease  from 
1896  to   1905  is  enontii(^LZ6Lln  point  of  ^pital  the 


July  14,  1906.  THE  ACCOUNTANT 


47 


maximum  registered  in  -  any  year  from  1896  to  1905  is 
j^3S5, 000,000  in  1896,  the  minimum  is  ;£S3,ooo,ooo  in  1904, 
aad,  with  one  slight  ezceptiun,  the  dimination  of  capital 
has  been  contianous  throughout  that  period.  Rougbly 
speaking,  there  was  a  diminution  of  about  j^20,ooqjOoo 
a  year  from  1896  down  to  the  year  1900  inclusive,  and  then 
the  pace  of  diminution  was  accelerated  until  1904,  when 
the  total  amount  of  nominal  capital  of  companies  regis- 
tered in  that  year  fell  to  /83,ooo,ooo.  The  figures  for  the 
year  1905  show  an  increase  in  each  column  of  the  table, 
but  it  is  impossible  to  ignore  the  s^:nificance  of  the  figures 
a.1  a  whole.  They  show  that,  although  the  number  of  com- 
panies registered  has  declined,  the  capital  of  companies 
registered  has  declined  out  of  all  proportion  to  the 
number,  and  that  although  some  cause  was  operating  to 
diminish  the  capital  as  early  as  1S97,  some  further  cause 
came  into  operation  ia  1900,  with  the  results  indicated  in 
the  table. 

14.  — comparison  of  the  details  of  the  companies 

registered  during  the  same  period,  which  are  given  in  the 
table  on  p.  104  of  the  Appendix,  showing  the  amounts  of 
the  capital  of  the  various  classes  in  such  companies,  indi* 
Gates  that  in  companies  below  the  line  of  ^^20,000  nominal 
capital  there  was  a  marked  increase  in  number  up  to  and 
including  1 897 .  During  1 898  and  i  S99  the  number 
remained  practically  stationary.  In  1900  the  very  small 
companies  under  ;^5,ooo  nominal  capital  increased 
largely,  while  those  between  £5,000  and  j^ao,ooo  slightly 
diminished.  In  1901  there  was  a  marked  diminution  in  all 
companies  under  jQ2o,ooo  nominal  capital,  and  from  that 
date  onwards  they  have  again  increased.  In  the  case  of 
companies  with  a  nominal  capital  exceeding  ^£20,000  the 
tendency  to  decrease  in  number  first  showed  itself  in  the 
year  189S.  The  decrease  continued  in  1899  and  1900, 
though  not  very  markedly.  From  1900  onwards  the 
diminution  in  the  number  of  these  large  companies  above 
j^2o,ooo  nominal  capital  has  been  steady  and  continuous 
until  in  1904  they  reached  their  lowest  number,  far  below 
that  of  1896. 

15.  — The  conclusions  from  this  general  view  seem  to  be 
that  some  cause  commenced  to  operate  in  the  years  1898 
aad  1899  which  retarded  the  increase  in  the  number  of 
small  companies,  and  in  the  latter  year  slightly  afiected 
larger  companies  also.  In  1900  some  cause  produced  a 
farther  diminution  in  the  numbers  of  large  companies,  but 
did  not  affect  the  smaller  companies.  In  1901  there  was  a 
very  great  dimination  in  the  total  capital  invested  in  new 
companies  137.000,000,  as  compared  with  ;f3o6,ooo,ooo 
in  the  preceding  year),  together  with  a  very  marked 
diminutioD  in  the  number  of  all  companies  registered, 
Uige  and  small  alike.  In  igoa,  1903,  and  1904,  some 
causes  have  produced  an  immense  fall  in  the  total  capital 
registered,  bnt  whereas  all  the  small  companies  below 


^^20,000  nominal  capital  have  steadily  increased  in 
number  the  larger  companies  above  ;^30,ooo  nominal 
capital  have  steadily  diminished  during  those  years,  and 
the  larger  the  capital  the  greater  has  been  the  ratio  in 
diminution. 

16. — After  much  inquiry  and  careful  consideration  we 

have  come  to  the  conclusion  that  the  diminution  above 
referred  to  is  due  to  several  causes  all  co-operating. 

(1)  We  think  that  the  diminution  has  in  part  been 
caused  by  the  great  drain  occasioned  by  the  heavy  loans 
which  in  1899  and  1900  were,  in  consequence  of  the  war, 
required  for  the  public  service.  These  loans  largely 
diminished  the  capital  available  for  investment. 

(2)  We  think  that  the  diminution  is  also  in  part  caused 
by  the  extra  duty  on  the  registration  of  companies 
imposed  by  the  Finance  Act,  1899,  which  came  into 
operation  on  the  aoth  of  June  of  that  year.  By  that  Act 
the  ad  valorem  duty  chargeable  on  registration  of  a 
limited  company  was  raised  from  2s.  to  5s.  per  £ioo 
nominal  capital. 

(3)  We  think  that  the  diminution  has  also  been  caused 
in  part  by  the  provisions  of  the  Companies  Act,  1900. 
On  the  rst  of  January  1901  that  Act  came  into  operation* 
and  largely  added  to  the  difficulties  and  risks  of  com- 
pany registration  and  promotion,  especially  in  the  case 
of  companies  with  large  capital  intended  to  be  offered  to 
the  public  for  subscription.  The  small  companies  (say 
those  registered  with  a  capital  under  ;f2o,ooo)  are 
frequently  private  concerns,  and  obtain  their  capital  by 
personal  negotiation,  and  in  many  cases  are  merely  the 
conversion  of  family  concerns  into  companies  without 
fresh  capital  being  introduced.  Such  companies  have 
not  dwreased  in  number  since  the  Act  of  1900,  for  we 
are  informed  that  in  that  year  there  were  registered  2,757 
of  such  companies,  and  in  1905  3,833.  Instances  of  the 
particular  provisions  of  the  Act  of  1900  which  have,  in 
our  opinion,  operated  to  bring  about  the  reduction 
referred  to  may  he  given  as  follows :  — 

The  Act  of  1900  introduced  very  stringent  provisions 
in  Section  la  as  to  the  contents  of  the  prospectus,  and 
thereby  made  the  issue  of  a  prospectus  more  difficult 
and  brought  under  nev  and  heavy  liabilities  promoters 
and  directors.  This,  no  doubt,  made  many  prudent  and 
honest  men  decline  to  take  the  risk  of  accepting  director- 
ships, and  rendered  the  promoter's  task  in  organising 
his  company  more  difficult.  Further,  the  Act  of  1900, 
whilst  it  allowed  payment  by  the  company  of  a  com- 
mission for  underwriting  shares  if  fully  disclosed  in  the 
prospectus,  in  the  opinion  of  many  prohibited  the  pay- 
ment of  such  a  commission  by  vendors  out  of  the  pur- 
chase consideration  paid  by  the  company,  and  thus  upset 
what  had  theretofore  be^  ^.^Mmmi^^tf^^^^|^re- 
over,  the  section  was  sSppMed^  to   have  Uepnved 
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companies  of  the  power  they  previously  possessed,  and 
utilised  to  a  large  extent,  of  giving  the  call  on  shares  as  a 
consideration  for  underwriting,  and  althoagh  this  view 
of  the  operation  of  the  Act  waa  ultimately  ovenuled  by 
the  House  of  Loids,  it  nevertheless  had  e£fect.  Again, 
the  section  in  effect  precluded  the  payment  of  commis- 
sion for  underwriting  on  the  reconstruction  of  com- 
panies. Such  commissions  had  in  the  past  been 
commonly  paid,  and  thus  great  obstacles  were  placed  in 
the  way  of  reconstruction,  and  companies  were  driven 
to  reconstmct  abroad. 

Again,  on  registration  of  a  company  with  a  capital  of, 
say,  ;^4oo,ooo  promoters  had,  under  the  Finance  Act, 

1899,  to  pay  the  registration  fees  amounting  to  upwards 
of  ;^i,ooo;  they  were  obliged  under  the  Companies  Act, 

1900,  to  specify  in  the  articles  the  minimum  subscrip- 
tion, and  if  on  publication  of  the  prospectus  the  com- 
pany did  not  float,  the  registration  fees  were  lost ;  hence 
the  promoters'  risk  was  sensibly  increased. 

(4)  We  think,  too,  that  various  recent  decisions  on  the 
Income-tax  Act  to  the  effect  that  a  company  registered 
01  controlled  in  England  and  doing  business  abroad  is 
liable  to  be  taxed  on  the  whole  of  its  earnings  whether 
made  abroad  or  in  the  United  Kingdom,  and  wherever 
its  shareholders  may  be  domiciled,  have  adversely 
affected  the  rc^stration  of  companies  in  this  country, 
and  have  led  to  their  reconstruction  so  as  to  place  them 
under  Colonial  or  foreign  law.  These  decisions  have 
also  to  some  extent  encouraged  the  formation  abroad  of 
companies  which  might  otherwise  have  been  registered 
here. 

(5)  Lastly,  we  think  that  the  diminution  is  also 
attributable,  in  some  degree,  to  the  fact  that  daring  1S96, 
1S97,  and  1898,  the  capital  of  companies  registered  was 
abnormally  increased  by  the  favourable  condition  of  the 
money  market,  and  in  1900  by  the  desire  to  got  on  the 
register  before  the  then  pending  Bill  for  the  amendment 
of  the  Companies  Acts  was  passed  into  law. 

It  may  be  also  noted  that  in  the  years  1897,  1898,  and 
1899  many  large  industrial  combines,  involving  an 
enormous  capitalisation,  were  registered  under  the 
Companies  Acts. 

Diminishing  use  of  Prospectus. 
17. — A  large  and,  up  to  last  year,  an  increasing  propor- 
tion of  the  companies  registered  did  not  on  registration 
publish  any  prospectus.  There  are,  however,  now  some 
signs  of  a  disposition  among  promoters  to  revert  to  the 
use  of  a  prospectus.  The  main  reason  for  the  disuse  of 
the  prospectus  is  probably  to  be  traced  to  the  lack  of 
capital  awaiting  investment,  Another  reason  may,  we 
think,  be  found  in  the  uneasiness  which  some  directors 
feel  in  committing  themselves  to  the  series  of  statements 
required  by  Section  10  of  the  Companies  Act,  1900,  having 


regard  to  the  grave  consequences  which  attach  to  ai^  evm 
unintentional  misstatement.  Many  of  these  companies 
which  issue  no  prospectus  in  the  first  instance  make  no 
offer  of  shares  to  the  public,  and  therefore  need  no  pro- 
spectus; but  some  of  these  private  companies  before  long 
become  public  companies  in  the  sense  that  l^eir  shares 
pass  into  the  hands  of  the  public.  The  modus  operandi 
commonly  adopted  is  for  the  vendor  to  take  a  large  block 
of  the  shares  credited  as  paid  up  as  the  consideration  for 
the  sale  of  his  property  to  the  company ;  sometimes 
reserving  also  as  part  of  the  consideration  the  right  to  call 
for  further  shares.  This  done,  he  proceeds  to  dispose  of 
the  shares  or  of  the  greater  part  of  them  in  the  stock 
markets  or  privately,  the  result  being  that  a  large  body  of 
shareholders  is  introduced  into  the  company.  In  other 
cases  the  promoters  and  their  friends  take  up  the  shares 
themselves  and  resell  Uiem  on  the  Stock  Exchange.  In 
such  cases,  there  being  no  prospectus,  the  information  as 
to  preliminary  contracts,  the  amount  of  the  purchase- 
money,  and  other  material  facts  which  would  have  been 
available  if  a  prospectus  had  been  duly  issued  and  filed  is 
not  available  to  the  buyer  of  the  shares.  No  repiesentar 
tion  has  in  such  a  case  been  made  by  the  company,  and 
the  buyer,  therefore,  has  no  redress,  however  fraudulent 
the  circumstances  of  the  formation  of  the  company  may 
be.  It  has  been  suggested  by  way  of  remedy  for  this  that 
all  companies  not  filii^  a  prospectus  before  commencing 
business  should  be  compelled  to  file  a  preliminary  state- 
ment containing  similar  information  to  that  required  by 
Section  10  of  the  Companies  Act,  1900,  in  a  prospectus, 
and  constituting  a  public  document  of  which  every  buyer 
of,  or  subscriber  for,  the  shares  of  the  company  would 
have  constructive  notice.  Without  being  very  sanguine  as 
to  the  practical  usefulness  of  such  a  statement,  the 
majority  of  us  are  of  opinion  that  it  would  be  desirable 
to  require  such  a  statement  to  be  made  and  liled  with  the 
Registrar,  and  that  the  statement  should  set  forth,  in  sub- 
stance, mutatis  mutandis^  all  the  various  particulars 
required  to  be  set  forth  under  paragraphs  (f)  to  {m)  inclu- 
sive of  Section  10  of  the  Companies  Act,  1900,  as  proposed 
to  be  amended  in  this  Report.  The  filing  of  such  a  state- 
ment, we  think,  would  at  least  give  to  intending  buyers  of 
and  subscribers  for  shares  and  to  possible  creditors  the 
opportunity  of  informing  themselves,  if  they  choose,  as  to 
the  character  of  the  company ;  but  of  course  there  would 
tM  the  danger  that  in  some  cases  the  preliminary  state* 
ment  would  be  filed  at  an  early  period  for  the  purpose  of 
avoiding  inconvenient  disclosure. 

Rtgistratio»  of  Comfanits  Abroad  and  Fonign  CmpoHits 
Trading  in  England. 

18. — We  have  considered  the  question  whether  any 
means  can  be  adopted  for  discouraging  the  registration 
abroad  of  companies  which  appeal  io  English  ^vestors> 
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ind  coaverselj  of  encouragiag  die  formation  in  the 
United  Kingdom  of  companies  which  would  in  ordinary 
course  be  ngistered  abroad.  Id  the  interest  of  British 
inTestors  and  of  British  trade  generally  it  is,  of  course, 
desirable  that  as  many  companies  as  possible  conducting 
enterprises  abroad  should  be  controlled  from  the  United 
Kingdom.  The  promoter  also  finds  it  more  convenient  to 
r^lister  in  the  conntzy  when  he  has  to  get  his  capital — 
which  is  nsnally  England — than  in  the  country  which  is 
to  be  the  scene  of  the  company's  operations ;  but  this 
convenience  will  prevail  or  not  according  to  the  con- 
ditions on  which  the  promoter  finds  that  he  can  obtain 
registration.  The  facilities  which  exist— or  did  exist  in 
this  conntty — for  the  formation  of  companies  here,  as  was 
pointed  out  by  the  Conmiittee  of  1895,  presided  over  by 
Lord  Davey,  attracted  in  years  past  to  this  country  a  large 
amount  of  foreign  enterprise  and  foreign  business  with 
very  beneficial  zesnlts.  If  this  practice  is  changing,  as 
would  seem  to  be  the  case,  and  the  promoter  prefers  to 
register  outside  the  United  Kingdom,  the  explanation  may 
be  that  the  conditions  of  registration  are  less  onerous  in 
those  countries  than  in  the  United  Kingdom — the  law  as 
to  disdosnre  or  the  liabilify  of  directors  less  stringent — the 
stamp  duty  on  capital  less  deterrent. 

19. — ^We  have  further  considered  whether  it  wonld  be 
possible  or  desirable  to  require  foreign  companies  carry- 
ing on  business  here  to  register  or  to  comply  with  any  of 
the  requirements  of  the  Companies  Act,  1900,  as  to  pro- 
spectuses, or  to  make  deposits  here  with  a  view  to  securing 
British  creditorst  but  upon  the  whole  we  do  not  think  that 
any  of  these  npedients  can  with  advantj^e  be  adopted. 
There  are,  however,  a  good  many  companies  trading  in 
England,  and  applying  for  English  capital,  which,  though 
registered  or  incorporated  abroad,  make  use  of  the  dis- 
tinctive word  "Limited"  as  the  last  word  of  their  namie. 
There  is  some  evidence — though  not  much — to  show  that 
sQch  companies  may  at  times  obtain  credit  from  people 
vho  assume  from  seeing  the  word  "Limited"  that  the 
company  is  registered  in  England.  The  majority  of  us 
think  that  every  foreign  company  having  any  place  of 
business  in  this  country  should  be  required  to  file  in 
England  a  verified  copy,  with  a  verified  English  transla- 
uoD,  of  its  charter,  statutes,  or  memorandum  and  articles 
of  association,  with  the  names  of  all  directors  and  with 
:be  name  of  some  person  or  persons  resident  in  the  United 
Kingdom  authorised  on  the  behalf  of  such  company  to 
accept  service  of  process  or  any  notices  required  to  be 
■erred  on  such  company,  and  so  that  the  person  so  regis- 
tered shall  be  the  only  person  entitled  to  commence  or 
authorise  proceedings  on  behalf  of  such  compai^  in  any 
Ctnrt  in  the  United  Kingdom.  And  that  for  default  of 
oxnplying  with  such  requirement  a  penalty  should  be 
imposed.    We  also  recommend  that  every  such  foreign 


company  shall  file  with  the  Registrar  a  verified  copy  of 
its  annual  Balance  Sheet  with  a  substantial  penalty  for 
default.  We  also  think  that  a  foreign  company  of  this 
kind  using  the  word  "Limited"  should,  in  any  prospectus 
inviting  subscriptions  in  the  United  Kingdom,  state  the 
company's  place  of  origin,  and  should,  when  carrying  on 
business  in  the  United  Kingdom,  be  compelled  under 
penalty  to  put  up  its  name  with  the  place  of  origin  on  its 
business  premises.  Apart  from  this,  we  think  that  the 
various  amendments  in  the  Acts  suggested  in  the  further 
part  of  this  Report  will,  if  adopted,  go  far  to  remove  the 
objections  felt  by  promoters  to  register  here. 

Minimtm  Subscription. 

30.  — The  Act  of  1900,  Section  4^  contains  provisions 
intended  to  check  the  practice  of  proceeding  to  allotment 
on  an  insufficient  subscription,  and  with  this  view  the  Act 
requires,  in  the  case  of  companies  offering  shares  for 
public  subscription,  that  the  company's  memorandum  or 
articles  shall  fix,  and  its  prospectus  State*  the  minimum 
subscription  on  which  the  directors  may  [woceed  to  allot- 
ment. Unril  this  minimum  subscription  has  been 
obtained,  and  the  application  money  paid  up,  and  a  certifi- 
cate of  the  Registrar  that  these  and  other  conditions  have 
been  complied  with,  a  company  which  invites  public  sub- 
scriptions is  not  permitted  to  commence  business.  The 
tendency  to  dispense  with  the  use  of  the  prospectus  before 
alluded  to  has  had  the  effect  of  minimising  the  benefit 
of  these  statutory  provisions ;  for  a  company  which  issues 
no  prospectus  does  not  come  within  the  section.  We  there* 
fore  think  it  desirable  to  extend  the  minimum  subscription 
provision  so  as  to  make  it  applicable  to  all  limited 
companies. 

CoHtmts  of  Prosptctus. 

31.  — We  have  carefully  considered  Section  10  of  die 
Companies  Act,  1900.  and  the  elaborate  provisions 
embodied  in  it,  as  to  the  contents  of  prospectuses  ofiering 
shares  or  debentures  for  subscription,  and  we  consider 
that  the  section  should  be  modified  in  certain  respects  so 
as  to  remove  difficulties  which  have  been  met  with  in 
practice.  Sub-section  (i)  of  Section  10  is  printed  below, 
with  the  proposed  amendments  indicated  in  italics;  — 

10. — (t)  Every  prospectus  issued  by  or  on  behalf  of 
the  company,  or  by  or  on  behalf  of  any  person  who  is 
or  has  been  engaged  or  interested  in  the  formation  of 
the  company,  must  state — 

(a)  The  contents  of  the  memorandum  of  association, 
with  the  names,  descriptions,  and  addresses  of  the 
signatories,  and  the  number  of  shares  subscribed  for  by 
them  respectively ;  and  the  number  of  founders'  or 
management  or  deftrred  shares,  if  any,  and  the  nature 
and  extent  of  die  interest  of  the  holder^  in  the  property 
and  profits  of  the  comptngisiz«ad)y  VjOOQIC 
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[b]  The  number  of  shares,  if  any,  fixed  by  the  articles 
of  association  as  the  qualification  of  a  director,  and  any 
provision  in  the  articles  of  association  as  to  the 

remuneration  of  the  directors  ;  and 

{£)  The  names,  descriptions,  and  addresses  of  the 
directors  or  proposed  directors ;  and 

{d)  The  mimmnm  subscription  on  which  the  directors 
may  proceed  to  allotment,  and  the  amount  payable  on 
application  and  allotment  on  each  share  ;  and  in  the 
case  of  a  second  01  subsequent  ofier  of  shares,  the 
amount  offered  for  subscription  on  each  previous  allot- 
ment made  within  the  preetding  two  years,  and  the 
amount  actually  allotted ;  and  the  amount,  if  any,  paid 
on  such  shares ;  and 

(e)  The  number  and  amount  of  shares  and  debentures 
wkiek  within  the  two  preceding  yeart  have  hen  issued^  or 
agreed  to  be  issued,  as  fully  or  partly  paid  up  otherwise 
than  in  cash,  and  in  the  latter  case  the  extent  to  which 
they  are  so  paid  up,  and  in  either  case  the  considera- 
tion for  which  such  shares  or  debentures  have  been 
issued  or  are  proposed  or  intended  to  be  issued ;  and 

(/)  The  names  and  addresses  of  the  vendors  of  any 
proper^  purchased  or  acquired  by  the  company,  or  pro- 
posed 10  to  be  purchased  or  acquired,  wiuch  is  to  be 
paid  for  wholly  or  partly  out  of  the  proceeds  of  the  issue 
offered  for  subscription  by  the  prospectus,  or  the  pur- 
chase or  acquisition  of  which  has  not  been  completed 
at  the  date  of  publication  of  the  prospectus,  and  the 
amount  payable  in  cash,  shares,  or  debentures,  to  the 
vendor,  and  where  there  is  more  than  one  separate 
vendor,  or  the  company  is  a  sub-purchaser,  the  amount 
so  payable  to  each  vendor,  provided  that  where  the 
vendors  or  any  of  them  are  a  firm  the  menders  thereof  are 
not  to  be  considered  separate  vendors;  and 

{g)  The  amount  (if  any]  paid  or  payable  as  purchase 
money  in  cash,  shares,  or  debentures,  of  any  such  pro- 
perty as  aforesaid,  specifying  the  amount,  if  any,  pay- 
able for  goodwill ;  and 

(A)  The  amount  (if  any)  paid  within  the  two  preceding 
years  or  payable  as  commission  for  subscribing  or  agree- 
ing to  subscribe,  or  procuring  or  agreeing  to  procure 
subscriptions,  for  any  shares  or  debentures  in  the  com- 
pany, or  the  late  of  any  such  commission,  provided  that 
it  shall  not  be  necessary  to  state  the  commission  payable  to 
sitb-undtrwriiers ;  and 

(j)  The  amount  or  estimated  amount  of  preliminary 
expenses;  and 

{j)  The  amount  paid  within  the  two  preceding  years  or 
intended  to  be  paid  to  any  promoter  and  the  considera- 
tion for  any  such  payment ;  and 

(A)  The  dates  of  and  parties  to  every  material  contract, 
and  a  reasonable  time  and  place  at  which  any  material 


contract  or  a  copy  thereof  may  be  inspected :  Provided 
that  this  requirement  shall  not  ai^ly  to  a  contract 
entered  into  in  the  ordinary  course  of  the  business 
carried  on  or  intended  to  be  carried  on  by  the  company, 
or  to  any  contract  entered  into  more  than  two  years 
before  the  date  of  publication  of  the  prospectus ;  and 

(/]  The  names  and  addresses  of  the  auditora  (if  any]  of 
the  company;  and 

(m)  Full  particulars  of  the  nature  and  extent  of  the 
interest  (if  any)  of  every  director  in  the  promotion  of  or 
in  the  property  pressed  to  be  acquired  by  the  company, 
with  a  statement  of  all  sums  paid  or  agreed  to  be  paid 
to  him  in  cash  or  shares  or  otherwise  by  any  person 
either  to  induce  him  to  become  or  to  qualify  him  as  a 
director  or  otherwise  for  services  rendered  by  him  in 
connection  with  the  promotion  or  formation  of  the 
company. 

Other  modifications  of  this  section  which  we  recommend 
will  be  found  in  paragraph  70. 

23. — With  regard  to  paragraph  \Jt)  dealing  with  the  dis- 
closure of  contracts.  We  are  satisfied  that  genuine 
difficulty  has  in  fact  been  experienced  directors  in 
determining  what  are  and  what  are  not  material  contracts 
for  the  purposes  of  the  section.  To  make  himself  per- 
fectly safe  it  may  be  necessary  for  a  director  to  set  out  a 
long  series  of  miscellaneous  contracts,  and  prospectuses 
have  been  shown  to  the  Committee  in  whidi,  to  avoid  all 
possible  cavil,  the  dates  and  parties  to  scores  of  contracts, 
material  and  immaterial  alike,  have  been  printed  in  small 
type,  making  the  prospectus  in  a  great  measure  unintel- 
ligible, and  defeating  the  object  of  the  enactment. 

aj^It  would,  no  doubt,  be  convenient  if  it  were  possible 
to  define  what  are  material  contracts  within  paragraph  \k) 
of  Section  10,  Sub-section  (i),  but  we  have  not  been  able 
to  agree  upon  any  satisfactory  definition  of  the  expression, 
and  in  the  circumstances  it  seems  to  ns  safer  and  better  in 
the  interests  of  all  concerned  to  leave  the  expression  as  it 
stands,  bearing  in  mind  that  directors  and  promoters  who 
make  an  honest  mistake  of  fact  are  afforded  protection  by 
Sub-section  (7),  paragraph  (£),  ctf  the  same  section. 

34.— We  have  already  expressed  an  opinion  that  the 
number  of  companies  into  the  formation  or  management  of 
which  fraud  enters  is  small  in  comparison  with  the  number 
of  sound  undertakings  registered  and  working  under  the 
Acts,  and  this  being  so  the  dishonest  director  is  the  excep- 
tion. We  think  that  nothing  could  be  more  unfortunate 
than  that  provisions  designed  for  checking  or  punishing 
dishonesty  or  gross  negligence  should  be  turned  into  an 
engine  of  oppression  for  honest  and  prudent  men.  Now 
there  are  a  variety  of  sections  in  the  Companies  Acta 
which  impose  upon  directors  and  othep-persons  coaoected 
with  a  company  the  dutyUD^itdeintfyotetaQ^^m^ing 
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coUin  disclosures  and  retoras,  and  furnishing  certain 

iafonnatioD  at  the  risk  of  incurring  a  penalty  or  liability 
to  damages.  It  would  not  in  our  opinion  be  either  safe  or 
wise  to  diminish  these  obligations  otherwise  than  as  in 
this  Report  suggested,  but  we  do  think  that  it  would  be 
both  safe  and  wise  to  make  some  amendment  in  the  law 
which  shall  prevent  such  penal  provisions  from  operating 
unfairly.  We  therefore  recommend  that  the  law  be 
amended  :  — 

[I)  By  giving  power  to  the  Court  to  relieve  any  director 
or  promoter  from  liability  for  breach  of  any  duty 
imposed  on  him  by  the  Companies  Acts,  1863  to 
1900,  provided  that  the  breach  has  been  occasioned 
by  honest  oversight,  inadvertence,  or  erroz  of 
judgment  on  his  part. 

(3)  By  giving  the  Court  power,  in  an  action  for  negli* 
gence  or  breach  of  trust  against  a  director,  to 
relieve  him  from  his  liability  on  such  terms  as  tl:e 
Court  may  consider  proper,  where  the  Court  is 
satisfied  that  he  has  acted  honestly  and  reasonably. 

An  analogous  power,  we  may  point  out,  has  been 
already  given  to  the  Court  in  the  case  of  trustees  by  Sec- 
tiuD  3  (i).  (a),  of  the  Judicial  Trustees  Act,  1896. 

Undirwriting  Commissiom  and  Diseowt. 

3$. — It  was  a  cardinal  principle  of  the  Act  of  1862  that 
\n  the  case  of  a  limited  company  the  nominal  amount  of 
the  shares  was  payable  in  full,  either  in  cash  01  its 
equivalent.  Such  payment  has  by  the  House  of  Lords 
been  described  as  the  price  of  the  privilege  of  limited 
lability.  {Otregum  Gold  Mining  Co.  v.  Roftr  (1893,  A.C. 
145I.)  It  was  wholly  inconsistent  with  this  principle  that 
a  company  limited  by  shares  should  issue  its  shares  at  a 
diKonnt,  or  should  pay  to  a  subscriber  out  of  its  capital  a 
c->inmissioo  for  subscribing  for  shares  at  par.  There  were, 
noraover,  jndicial  dietti  of  high  authority  making  it  very 
duubtful  whether  a  company  could  legally  pay  out  of 
capital  any  commission  or  sum  for  underwriting  shares 
in  its  capttali  or  procuring  subscribers  for  the  same.  The 
payment  to  a  broker  of  an  ordinary  brokerage  for  bis  ser- 
vices in  placing  shares  stands  on  a  somewhat  different 
footing,  and  such  brokeri^e  to  a  reasonable  amount  (3^ 
per  cent.)  was  allowed  in  MtirofoUtan  Coal  Consumer^ 
Atudaiion  v.  Scrimgeour  (1895,  2  Q.B.  604).  These 
dificnltiei^  however,  did  not  prevent  underwriting  commis- 
tioo  being  paid  in  practice ;  for  it  was  paid,  not  by  the 
company  directly,  but  by  the  company's  vendor  ont  of  the 
poichase  consideration  in  cash  and  shares  received  by  him 
from  the  company — that  is  to  say,  the  consideration  was 
iacieased  or  "loaded"  by  the  amount  to  be  paid  for  com- 
■isboa  bgr  the  vendor. 

]&.— In  this  state  of  things  the  Companies  Act,  1900, 
*ts  passed,  which,  by  Section  8,  enabled  a  company. 


"upon  an  ofier  of  shares  to  the  public  for  subscription," 
to  pay  a  commission  to  any  person  in  consideration  of  his 
subscribing  or  agreeing  to  subscribe,  whether  absolutely 
or  conditionally,  for  any  shares,  or  procuring  or  agreeing 
to  procure  subscriptions,  whether  absolute  or  conditional, 
for  any  shares,  provided  that  the  payment  of  the  commis- 
sion, and  the  amount  or  rate  per  cent.  Of  the  commission, 
were  authorised  by  the  articles  and  disclosed  in  the  pro- 
spectus, and  that  the  commission  did  not  exceed  the 
amount  or  rate  so  authorised.  The  same  section  provided 
that,  save  as  aforesaid,  no  company  should  apply  any  of 
its  shares  or  capital  money  either  direcUy  or  indirectly  in 
payment  of  any  commission,  discount  or  allowance  for 
any  of  the  above  purposes,  whether  the  shares  or  money 
were  so  applied  by  being  added  to  the  porchass  money  of 
any  property  acquired  by  the  company,  or  to  the  contract 
price  of  any  work  to  be  executed  for  the  company,  or  the 
money  were  paid  out  of  the  nominal  purchase  money  or 
contract  price  or  otherwise.  But  the  section  was  not  to 
affect  the  power  of  any  company  to  pay  such  brokerage  as 
it  had  before  been  lawful  for  the  company  to  pay.  We  are 
satisfied  that  this  concession  of  a  power  to  pay  commis- 
sion was  judicious,  and,  speakii^  generally,  the  power  has 
not  been  abused.  While  there  is  nothii^  in  itself  objection- 
able  in  the  payment  of  a  commission  for  subscribing, 
underwriting,  or  procuring  subscribers  for  shares,  provided 
that  due  publicity  is  secured,  it  must  be  apparent  that  what 
is  sanctioned  in  Section  8  is,  in  its  financial  results, 
equivalent  to  the  issue  of  shares  at  a  discount,  and  some  of 
us  think  that  in  these  circumstances  the  simpler  and  more 
straightforward  course  would  be  to  authorise  in  express 
terms  the  issue  at  a  discount  of  shares  whether  in  the 
original  capital  or  created  upon  an  increase  of  capital. 
Upon  the  whole,  however,  we  are  not  disposed,  as  regards 
shares  in  the  original  capital,  to  accept  this  suggestion— 
not  because  we  think  that  there  is  in  substance  any  real 
difference  between  the  issuing  of  shares  at  a  discount  and 
the  payment  to  the  subscribers  for  shares  of  a  commission 
for  subscribing,  bnt  because  we  titiink  it  nndesirable  and 
unnecessary  to  facilitate  the  issue  of  shares  at  a  discount 
at  the  time  when  a  company  is  formed.  We  think,  how- 
ever, that  there  is  a  considerable  difference  between  that 
and  the  issue  of  shares  at  a  discount  when  a  company  has 
for  a  time  carried  on  business,  and,  desiring  to  raise 
further  capital,  finds  that  its  shares  stand  below  par  in 
the  market.  In  such  circumstances  we  think  that  as  in  the 
case  of  companies  to  which  the  Companies  Clauses  Con- 
solidation Acts  apply,  it  should  be  permissible  to  raise 
further  capital  by  the  issue  of  shares  at  a  discount,  pro- 
vided that  due  publicity  is  ensured  as  in  the  case  of  the 
payment  of  a  commission  for  subscribing  for  shares.  And 
we  further  consider  tbat,  to  prevent  evasion  of  the  law,  it 
would  be  necessary  to  enact-that-the  company  m^'^have 
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CKTri^d  on  basiness  to  a  substantial  extent  for  not  less  than 
twelve  months  before  making  the  issue. 

27.  — We  also  think  that  where  debentures  or  debenture 
stock  are  issued  at  a  discount,  or  a  commission  is  paid  for 
subscribing  or  nnderwriting  them,  the  same  particulars 
should  be  filed  with  the  Registrar  of  Joint  Stock  Companies 
as  in  the  case  of  share  capital. 

28.  — It  has  been  suggested  to  us  that  it  might  be  desirable 
to  limit  the  amount  of  commission  payable  under  Section  8, 
and  in  sapport  of  this  view  cases  have  been  brought  to  our 
notice  in  which  70  and  (in  a  few  instances)  80  per  cent,  of 
the  face  value  of  the  shares  has  been  so  paid  or  offered.  In 
such  cases  capital  is  not  subscribed  by  the  public  on  the 
prospectus,  bnt  the  underwriters,  taking  up  the  shares  at  a 
fraction  of  their  nominal  value,  sell  them  subsequently  at 
whatev^  price  they  can  obtain.  But  we  think  that  cases 
of  this  character  are  rare.  Nor  is  there  any  reason,  in  our 
opinion,  for  applying  statutory  prohitntions  to  speculative 
enterprises  if  people  choose  to  enter  into  them.  Some 
speculative  enterprises  are  highly  meritorious.  Even  if  a 
meuumum  limit  on  the  amount  of  commission  is  desirable, 
where  is  the  line  to  be  drawn  ?  Any  statutory  limit  must 
needs  be  an  arbitrary  one.  The  better  course  seems  there- 
fore to  be  to  leave  each  company,  as  the  best  judge  of  its 
own  necessities,  to  fix  the  rate  of  commission  for  itself, 
provided  only  that  there  is  full  disclosure.  By  way  of 
assuring  the  fullest  publicity,  we  consider  that  the  amount 
paid  for  underwriting  commission  should  not  only  be 
authorised  by  the  articles  and  stated  in  the  prospectus,  hut 
should  also  be  stated  in  the  annual  summary  published  next 
after  the  payment  or  agreement  to  pay  such  commission, 
and  in  the  annual  Balance  Sheet  until  written  off. 

zg. — The  Act  of  1900,  as  has  been  pointed  out,  legalises 
the  payment  of  commission  only  by  the  company  itself ;  any 
indirect  payment  by  the  company  is  prohitnted,  Hence  a 
vendor  who  sells  his  property  to  a  company  for  a  specified 
sum  cannot.  In  the  o^nfon  of  many,  with  safety  ^ply  any 
portion  of  the  purchase-price  in  payment  of  commission, 
seeing  that  such  payment  might  be  held  to  fall  within  the 
words  of  prohibition  contained  in  Sub-section  (2)  of  Section  8. 
We  think  that  the  section  should  be  amended  in  this  respect 
and  that  there  should  be  no  objection  to  a  vendor,  promoter, 
or  other  person,  who  receives  payment  in  money  or  shares 
from  a  aimpany,  applying  any  part  thereof  in  payment  of 
commission  for  subscribing  or  underwriting  shares,  provided, 
as  in  the  case  of  the  company,  that  there  is  authority  for 
and  full  disclosure  of  the  payment. 

30. — We  think,  too,  that  the  section  should  be  amended 
so  as  to  allow  of  payment  of  commission  where  there  is  no 
offer  of  shares  to  the  public.  There  are  many  cases  in  which 
it  may  be  desirable  that  a  company  should  be  able  to  ofler 
labscribttTs  a  commission  for  taking  up  shares,  or  for  under- 
Htfaig  sham,  even  though  no  offer  la  made  of  those  shares 


to  the  public;  bat  this  should  only  be  allowed  if  it  is 

authorised  by  the  articles  and  a  statement  of  the  amount 
paid  or  to  be  paid  is  filed  with  the  Registrar  of  Joint  Stoi:k 
Compuiies, 

31.  — In  the  case,  too,  of  a  reconstruction,  we  are  of 
opinion  that  underwriting  commission  should  be  allowed  in 
respect  of  the  placing  of  the  shares  which  are  to  be  offered 
to  the  shareholders  in  the  old  company,  similar  disclosure, 
of  course,  being  made.  Such  underwriting  commission  was 
constantly  paid  before  the  Companies  Act,  1900,  and  much 
inconvenience  has  arisen  from  the  disallowance  of  such  com- 
mission by  Section  8.  In  these  cases  of  reconstruction,  as  is 
well  known,  an  issue  of  shares  in  a  new  company  is  made 
to  the  old  shareholders,  or  such  of  them  as  will  accept,  and 
it  has  been  held  that  the  old  sheirebolders,  however  large 
the  number,  are  not  the  Fublic,  yet  for  the  success  of  a 
reconstruction  it  is  in  many  cases  essential  that  the  whole 
or  the  greater  part  of  the  shares  offered  to  the  old  share- 
holders should  be  subscribed. 

Protection  oj  Unsecured  Creditors. 
PuHUaiioH  of  Balance  Sketts  and  other  Documents. 

32.  — Limited  companies,  it  is  hardly  necessary  to  say, 
enjoy  no  immunity  from  insolvency,  and  when  a  limited 
company  becomes  insolvent  its  unsecured  creditors 
undoubtedly  often  snst^n  heavy  losses.  But  such  losses — 
whether  the  result  of  misconduct  or  misfortune  on  the  insol- 
vent's part — are  incident  to  all  dealings  with  traders, 
whether  incorporated  or  unincorporated.  The  Legislature 
cannot  insure  against  such  losses.  It  cannot,  in  the  case  of 
trading  companies,  secure  skilful  management  or  success  in 
speculative  enterprises.  Those  who  choose  to  deal  with 
limited  companies  must  lake  the  risk  of  doing  so.  most  make 
their  own  inquiries,  and  act  on  their  own  judgment. 

33.  — All  the  Legislature  can  do  is  to  give  those  who  may 
be  minded  to  deal  with  a  limited  capital  a  fair  opportu- 
nity of  informing  themselves  what  is  the  constitution  of  the 
company,  what  is  the  amount  of  its  subscribed  and  paid-np 
capital,  who  are  the  persons  bound  to  furnish  that  capital, 
and  how  far  that  capital  has  been  mortgaged  or  charged, 
and  this  the  Acts  do.  They  oblige  the  company  to  use  the 
word  *'  limited  "  everywhere  and  on  all  occasions  as  part  of 
its  name  by  way  of  warning  to  anyone  dealing  with  the 
company  that  its  limited  capital,  so  far  as  uncalled,  and 
apart  from  its  free  assets,  is  all  that  will  be  available  for  any 
claim  which  he  may  have  against  the  company.  They 
oblige  the  company  to  keep  a  Register  of  Members  to  show 
who  are  the  persons  responsible  for  the  unpaid  capital. 
They  oblige  a  company  to  file  at  Somerset  House  its  memo- 
randum and  articles  of  association  and  copies  of  all  special 
resolutions,  every  prospectus  issued  by  the  company,  and 
particulars  of  all  the  shares  from  time^  time  allotted,  and 
of  all  contracts  for  the  issB<^ii«^d^S^wJf>OUQ^idl^ation 
other  than  cash.  Th^  oblige  a  company  W  roister 
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particulars  of  all  mortgi^  and  dnrges  by  way  of  floating 

security,  or  to  secure  debentures  or  debenture  stock,  or  upon 
ancalled  capital,  or  upon  chattels  within  the  Bills  of  Sale 
Act,  and  all  documents  filed  at  Somerset  House  they  give  a 
right  to  any  of  the  public  to  inspect.  They  oblige  a  com- 
pany to  make  annual  returns  of  holdings  and  transfers  of 
shares,  and  various  other  returns.  Large  as  are  these 
&u:ilities — if  creditors  would  avail  themselves  of  them — for 
obtaining  information  about  a  limited  company,  we  consider 
that  the  information  available  is  still  inadequate,  and  we 
recommend  that  for  the  protection  of  persons  wbo  may  deal 
with  a  company,  and  may  become  its  creditors,  every 
limited  company  ought  to  be  required  to  file  periodically  a 
st^ement  of  ita  affws  in  the  form  of  a  Balance  Sheet,  con- 
taining a  summary  of  its  coital,  Its  liabilities,  and  its 
assets,  giving  such  particulars  as  may  generally  disclose  the 
nature  of  such  liabilities  and  assets,  and  how  the  values  at 
which  the  fixed  assets  stand  are  arrived  at.  Such  Balance 
Sheet  should  be  examined  and  reported  upon  by  the  com- 
pany's auditors.  We  do  not  intend  that  such  Balance  Sheet 
should  include  a  statement  of  profit  and  loss.  Although  it 
has  been  objected  that  filing  such  a  Balance  Sheet  would  be 
detrimental  to  companies  by  giving  some  information  as  to 
thrir  profits,  and  so  stimulating  competition,  we  connder 
that  sQcfa  a  Balance  Sheet  should  be  filed  annually  reserving 
the  question  as  r^^ards  private  companies  to  be  dealt  with 
hereafter  in  paragraph  46. 

Unsteured  Creditors  and  Debenture-Holders. 

34. — Mortgages  and  charges,  and  especially  floating 
chaises,  are  another  aUcf;ed  grievance  of  ansacnred 
creditors.  Such  creditors,  it  is  said,  are  unable  to  ascertain 
how  far  the  assets  are  mortgaged  or  charged  owing  to 
defects  in  both  schemes  of  registration  under  Section  43 
of  the  Companies  Act,  1862,  and  Section  14  of  the  Com- 
panies Act,  igoo.  The  R^pster  of  Mortg^^es  and  Chai^ 
required  to  be  kept  under  Section  43  is  not  open  to  public 
inspection,  and  the  Register  to  be  kept  under  Section  14, 
though  open  to  public  inspection,  is  incomplete,  disclosing 
as  it  does  only  certain  classes  of  mortgages  and  charges  by 
aMnpanies.  We  think  that  on  both  these  points  the  law 
requires  amendment :  we  think  that  the  Register  to  be  kept 
nnder  Section  43  of  the  Act  of  1862  should  be  open  to 
paUic  inspection,  and  that  the  Register  to  be  kept  under 
Sectitm  14  of  the  Act  of  1900  should  be  made  more  com- 
prriiensive,  as  indicated  in  paragraphs  36  and  37.  These 
modifications  of  the  law,  we  think,  conpled  with  the  other 
modifications  suggested  in  this  report,  would  go  far  to 
remove  all  reasonable  cause  for  complaint  on  the  part  of 
Dosecnred  creditors. 

Mortgagts  and  Charges. 

^ — Onr  attention  has  been  drawn  to  the  necessity  of 
mue  dwoges  in  the  law  relating  to  mortgages  and  charges, 


and  to  the  re^tration  of  mortgages  and  chances  with  a 

view  to  protecting  creditors.  It  may  be  as  well  to  state 
shortly  some  features  of  the  law  in  relation  to  mortgages 
and  charges  created  by  companies,  seeing  that  it  differs  in 
some  respect  from  the  law  relating  to  individual  traders. 
The  Act  of  1862  provided  in  Section  43  for  the  keeping  by 
companies  of  a  raster  of  all  mortgages  and  charges 
specifically  affecting  the  property  of  the  company,  and  for 
inspection  thereof  by  any  creditor  or  member,  with  a 
penalty  for  default  in  allowing  such  inspection,  but  it  was 
ultimatdy  held  that  non-registration  did  not  afiect  the 
validity  or  priority  of  any  charge,  and  accordingly  there 
was  no  positive  certainty  that  the  Register  would  truly  state 
the  position.  Moreover,  the  penalty  for  non-compliance 
with  this  section  was  rarely  exacted,  and  practically,  there- 
fore, little  reliance  could  be  plai»d  on  the  Roister  thus 
provided  for.  Further,  shortly  after  1862  a  novel  kind  of 
security  came  into  general  use,  &mitiarly  known  as  a 
"floating  charge/*  which  does  not  directly  ^fect  any 
specific  property.  Under  these  circumstances  the  Act  of 
1900  was  passed.  Section  14  of  that  Act  requires  four 
classes  of  mortgage  or  charge  to  be  registered  and  open  to 
public  inspection.  They  are  to  be  registered  within  twenty- 
one  days  after  their  creation,  and  in  deftiult  are  to  be  void 
against  the  liquidator  or  any  creditor  of  the  company.  The 
four  classes  of  mortgages  or  charges  are  (i)  those  securing 
any  issue  of  debentures  or  debenture  stock  ;  (2}  those  affect- 
ing uncalled  capital ;  (3)  those  which,  if  executed  by  an 
Individual,  would  operate  as  a  bill  of  sale;  and  (4)  those 
which  contain  floating  charges.  But  the  section  does  not 
apply  to  any  mortgage  or  charge  created  before  the  com- 
mencement of  the  Act  (ist  January  1901),  and  it  leaves 
specific  mortgages  and  charges  on  landed  property  and  book 
debts  untouched. 

36. — We  have  come  to  the  conclusion  that  the  Act  of  1900 
ought  to  be  amended  so  that  the  Register  should  give  infor- 
mation as  to  unsatisfied  mortgages  and  charges  created 
before  ist  January  1901,  It  would  not,  however,  be 
practicable  to  require  that  debentures,  or  certificates  of 
debenture  stock,  issued  by  the  company  before  that  date 
should  be  indorsed  under  Section  14,  Sub-section  (6),  nor 
would  it  be  Jnst  to  enact  that  any  securities  created  before 
ist  January  1901  should  lose  their  priority  by  reason  of 
omission  to  register,  for  holders  of  old  securities  cannot  be 
expected  to  be  on  the  alert,  and  ought  not  to  forfeit  any  of 
their  rights  because  their  debtors  fail  to  obey  a  newly-made 
law.  But  we  think  that  a  statutory  duty  should  be  imposed 
upon  every  company  to  cause  entry  to  be  made  on  the 
Register  of  the  total  unsatisfied  debt  secured  by  mortgages 
or  charges  which  would  have  required  registration  had  they 
been  created  since  ist  January  1901,  and  compliance  ought 
to  be  enforced  by  a  substantu 
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personal. 

Messrs.  Wilkinson,  Reckitt,  Williams  &  Co.,  Certified 
Public  Acconntants,  of  New  York,  Philadelphia,  and 
Cbica^,  announce  that  they  have  admitted  into  partner- 
ship Messrs.  Harold  Bbnington,  A.C.A.,  William  Aitkbn 
MiLLir.AN,  C.P.A.,  Albert  Warren  Rugg,  C.P.A.  The 
firm  name  will  remain  unchanged. 


failures  an&  JSills  or  Sale  in  £nalan^ 
and  Males. 

According  to  Ktmp's  Mtrcantilt  GaxetU,  the  total  number 
of  commercial  fiulures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  July  6th,  was  150,  vis. : — 
New  Bankruptcy  Proceedings  pablished  in  the  London  GautU, 
74 ;  Deeds  of  Arrangement  registered,  76.  The  respective 
numben  in  the  corre^onding  week  of  last  year  were : 
Bankmptdes,  72;  Deeds  of  Amngemeot.  79 -total,  131; 
bang  a  decrease  of  i.  The  total  number  of  commercial 
failures  recorded  during  the  27  weeks  of  the  present  year  is 
4,470;  the  total  number  recorded  In  the  corresponding  37 
wedu  of  last  year  was  4,737.  showing  a  decrease  of  257. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
July  6tb,  was  167.  The  number  in  the  corresponding  week 
of  last  year  was  165,  showing  an  increase  of  2.  The  total 
number  filed  during  the  27  weeks  of  the  present  year  is 
4,040  ;  the  total  number  filed  in  the  corresponding  27  weeks 
of  last  year  was  4,451,  lowing  a  decrease  of  411. 


Debeatum. 


The  Mortgages  and  Charges  r<Kl3<«n<l  hy  limited 
companies  in  England  and  Wales  daring  the  week 
•nding  Friday,  July  6th.  amounted  to  ^772, 086,  by  way 
of  addition  to  ;f  1,048,275,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ^1,608,413,  showing  a  decrease  of 
/836,327.  The  total  amount  registered  during  the  27 
weeks  of  the  present  year  was  /43,993.692  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  /40,5i9,i4i  for  the  correspoDding  27  weeks 
in  Z905,  showing  an  increase  of  /'3.474.5SI. 


The  Profession  in  Scotland. 


Pertonal. 

Messrs.  Thomson,  Jackson,  Gonrlay  ft  Taj^or,  C.A.,of 
^  24  George  Square,  Glasgow,  announce  that  they  have  assumed 

as  partners  Mr,  David  Taylor,  C.A.,  and  Mr.  Thomas 
j  Jackson,  Junr.,  C.A.  (sons  of  their  two  senior  partners), 

both  of  whom  were  trained  in  thrir  office,  and  have  been 

with  them  for  a  number  of  years.   The  style  of  the  firm 

will  remain  unchanged. 


COURT  OF  BEB8I0N. 


Edinbnvgh— Outer  Hoase. 


Befope  LoFd  Ardvall. 
July  4. 

Thomu  Haedonald  v.  The  Rational  MntuaJ  Life 
JUsoclatfon  of  Austpalaafa,  Llm. 

Life  Insurance — Assured  Assigns  Policy  for  Nominal  Considera- 
tion be/ore  Policy  is  Constituted— Faht  Statemtntt  in 

Proposal. 

In  this  action  Thomas  Macdonald,  auctioneer,  Edin- 
burgh, as  assignee  uader  an  assignation  granted  on 
lath  November  1903  by  the  Rev.  Robert  George  Eraser, 
13  Albert  Terrace,  Musselburgh,  who  died  on  i8th 
November  1905,  sued  the  National  Mutual  Life  Associa- 
tion  of  Australasia,  Lim.,  Cheapside,  London,  for  £$00, 
the  sum  said  to  be  due  under  a  policy  of  insurance  on  the 
life  of  the  deceased  Mr.  Eraser.  The  policy  was  dated 
2nd  October  1903,  and  on  12th  November  1903.  before  it 
bad  been  issued,  was  assigned  to  the  pursuer  in  considera- 
tion of  £^  paid  by  bim  to  the  insured.  Payment  was 
refused  by  the  defenders  on  two  grounds.  They  main- 
tained that  the  contract  of  insurance  between  them  and  the 
deceased  and  the  assignation  of  the  contract  to  the  pur- 
suer for  a  nominal  consideration  before  the  policy  was 
issued  constituted  a  violation  of  the  terms  of  the  Act  14 
Geoi^e  III.,  cap.  48,  and  that,  therefore,  the  policy  was 
null  and  void.  They  also  said  that  the  proposal  on  which 
the  policy  proceeded,  and  which  formed  part  of  the  conr 
tract,  contained  false  statements,  and  that,  therefore,  in 
accordance  with  the  conditions  in  the  policy,  the  policy 
was  void. 

Lord  Ardwall  said  he  was  prepared  to  assoilzie  the 
defenders,  with  expenses,  but  delayed  issuing  his  inter* 
locutor  until  counsel  for  the  defenders  had  an  opportunity 
of  consulting  his  clients  with  regard  to  the  repayment  of 
the  premiums  paid  by  t^e  {^'"'^''•(^^^1^^^  ""d 
that  the  deceased  Mr.  Erased,  wno  KaA  previous^had  deal- 
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ings  with  Mr.  Banm,  an  insarance  canvuaer  and  broker, 

applied  to  him  to  procure  him  a  policy  for  £$oo^  and  a 
policy  was  finally  arranged  with  the  defenders  through 
Mr.  Bamea'  agency.  In  accordance  with  the  invariable 
practice,  the  defenders  would  not  issne  the  policy  until 
they  received  payment  of  the  first  premium,  amounting  to 
£59  ICS.  jd.  At  the  time  the  arrangements  for  the  policy 
were  made  Mr.  Fraser  was  apparently  possessed  of  no 
money  whatever,  certainly,  and  that  was  perhaps  sufficient 
for  present  purposes,  not  enough  to  pay  the  premium.  It 
was  said  that  he  had  an  aonuity  of  ;f  lao  a  year,  and  occa- 
sionally made  some  money  by  painting  and  selling 
pictures.  It  did  not  appear  when  he  last  did  that,  but  at 
the  time  of  applying  for  this  insurance  be  was  in  trouble 
with  bis  bankers,  and  there  was  evidence  to  the  effect  that 
he  was  so  badly  off  that  he  had  not  the  money  to  pay  hu 
train  fare  to  Edinburgh  from  Musselburgh.  His  sole  object 
in  entering  into  the  policy  was  to  raise  money  on  it.  He 
accordiagly  entrusted  the  matter  to  Mr.  Barnes,  who,  of 
coarse,  had  a  personal  interest  to  have  the  matter  carried 
through.  Mr.  Barnes,  in  search  of  a  purchaser  who  might 
buy  the  policy  and  pay  the  premium,  called  on  Mr.  Glass, 
solicitor,  the  pursuer's  agent  in  this  action,  and  asked  him 
if  be  conid  surest  any  purchaser  to  him.  Mr.  Glass 
suggested  the  pursuer,  who  apparently  was  accustomed  to 
porcliase  all  sorts  of  things.  Mr.  Barnes  accordingly 
waited  upon  Mr.  Macdonald  and  induced  him  to  purchase 
the  poli<^  for  and  he  also  paid  ^^59  10s.  5d.  for  the 
first  premium.  The  pursuer  maintained  that  the  transac- 
tion was  not  struck  at  by  the  statute  in  respect  that  the 
insurance  was  not  made  by  the  pursuer,  but  by  Mr.  Fraser, 
who,  of  course,  had  an  interest  in  his  own  life,  and  that 
the  contract  having  been  made  with  him,  the  subsequent 
assignment  of  it  to  the  pursuer  for  the  sum  of  £$  did  not 
affect  the  validly  of  the  insurance.  His  Lordship  was  of 
opinion  tbat  the  present  was  a  case  struck  at  by  the  Act, 
and  that  to  hold  that  it  was  not  would  be  to  open  the  door 
to  all  sorts  of  gaming  and  wagering  on  life  policies  with 
impunity.  The  Act  prohibited  insurances  wherein  the 
'person  or  persons  for  whose  use,  benefit,  or  on  whose 
'account  such  policy  or  policies  shall  be  made  shall  have 
"no  interest  or  by  way  of  gaming  or  wagering,"  and  the 
Act  farther  provided  that  every  insurance  contraty  "to  the 
true  intent  and  meaning  thereof  "  shall  be  null  and  void. 
The  question  accordingly  arcue  on  whose  account  this 
policy  was  made?  The  contract  of  assurance  could  not  bo 
said  to  have  been  made  till  the  policy  was  issued ;  but 
before  the  policy  was  issued  the  whole  benefit  of  the  trans- 
action bad  been  made  over  to  the  pursuer,  and  putting 
aside  tbe  paltry  sum  of  5,  which  he  practically  received 
for  lending  his  name  to  the  transaction.  Mr.  Fraser  never 
had  any  interest  in  the  policy  whatever.  It  never  was 
tmly  his  property,  because  before  it  was  issued  he  had 


parted  with  the  ri|^  to  it,  and  in  reqwct  of  bis  doing  so 

the  money  for  the  first  premium,  which  he  could  never 
have  found  himself,  was  paid  by  the  pursuer.  His  Lord- 
ship thought  accordingly  it  must  be  said  in  the  words  of 
the  statute  that  the  pursuer  was  the  person  for  whose  use 
and  benefit  and  on  wfiose  account  the  policy  was  made  and 
issued,  and  it  was  not  alleged  that  the  pursuer  bad  any 
interest  in  the  life  of  the  Rev.  Mr.  Fraser,  whom  he  said 
be  did  not  know.  His  Lordship  accordingly  held  that  this 
was  a  contract  of  insurance  contrary  to  the  true  intent  and 
meaning  of  the  Act  quoted.  He  considered  tbat  the  trans- 
action was  in  its  essence  nothing  more  than  a  specula- 
tion or  wager  by  the  pursuer  on  the  life  of  Mr.  Fraser, 
which  perhaps  Mr.  Barnes,  Mr.  Glass,  and  the  pursuer 
himself  had  come  to  think  was  not  so  good  a  life  as 
appeared  from  the  medical  reports.  His  Lordship  was  also 
of  opinion  that  the  second  ground  of  defence — namely,  tbat 
the  proposal  on  which  the  policy  sued  on  proceeded  con- 
tained false  statements — had  been  established,  and  tbat  tbe 
policy  must  be  held  to  be  void. 


BANFF  SHERIFF  COURT. 

Mn.  Third  v.  WtUlam  Third  (Jamea  Ron's  Tnutea). 

StqutstratioH — Trustee's  Dtliveranu — Bank  Gwmuiter  Rtjuui 

Ranking  for  Amount  oj  Guarantee  Paid— Bank  Granted 
Ranking  for  full  Amount  of  Debt. 

Sheriff  Reid  has  issued  his  decision  in  the  appeal  raised 
in  the  Banff  Sheriff  Court  at  the  instance  of  Mrs.  Third, 
Braemar  Place,  Aberdeen,  against  the  deliverance  of  the 
trustee,  Mr.  William  Robb,  solicitor,  Keith,  on  the  seques- 
trated estates  of  James  Ross,  Mill  of  Towie,  Botriphnie, 
refusing  to  rank  the  appellant  for  the  sum  guaranteed  by 
her  to  tbe  bank  on  behalf  of  the  bankrupt  and  allowing  the 
bank  to  rank  for  the  full  sum  advanced  by  them.  The 
interlocutor  and  note  are  as  follows  :  — 

Sustains  the  appeal ;  recalls  the  deliverance  of  the 
trustees  appealed  against ;  finds  the  appellant,  Mrs.  Eliza 
Jane  Ross  or  Third,  entitled  to  a  ranking  as  an  ordinary 
creditor  to  the  ertent  of  four  hundred  and  sixty-four 
pounds  eighteen  shillings  on  the  estate  of  the  said  James 
Ross,  and  appoints  the  respondent  trustee  to  rank  her 
accordingly  ;  recalls  the  trustee's  deliverance  on  the  claim 
of  the  said  Union  Bank  of  Scotland,  Lim.,  to  the  extent 
of  four  hundred  and  sixty-four  pounds  eighteen  shillings ; 
guoad  ultra  finds  them  entitled  to  a  ranking  as  ordinary 
creditors  for  the  balance  of  their  claim  amounting  to  three 
hundred  and  two  pounds  eleven  shillings,  and  appoints  the 
respondent  trustee  to  rank  them  accordingly  as  ordinary 
creditors ;  finds  the  respondents,  the  said  Union  Bank  of 
Scotland,  Lim.,  liable  in  expenses  to  the  appellant,  Mrs. 
Eliza  Jane  Ross  or  Third.  nud  gtMd  ultra  finds  n^^^xpenses 
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due  to  or  by  either  party  ;  allows  an  account  of  Mrs.  Eliza 
Jane  Ross  or  Third's  expenses  to  be  given  in  and  remits 
the  same  when  lodxed  to  the  andiior  of  Court  to  tax 
and  report. 

In  a  note  the  Sheriff  states : — The  appellant  in  this  case 
appeals  against  a  deliverance  of  the  trustee  on  the  seques- 
trated estate  of  James  Ross  refusing  her  a  ranking  in 
respect  of  £450  paid  by  her  to  the  Union  Bank  on  behalf 
of  the  bankrupt.  The  appellant  was  caationer  to  the  bank 
for  the  bankrupt,  and  at  the  date  of  the  sequestration  the 
bankrupt  was  due  to  the  bank  a  sum  of  £j6y  gs.,  for  which 
they  lodged  a  claim  in  the  sequestration,  and  have  been 
ranked  by  the  trustee  for  the  full  sum,  although  £450  of 
it  has  beea  admittedly  paid  by  the  appellant.  'Whether 
this  deliverance  of  the  trustee  refusing  the  appellant  a 
ranking  is  right  or  wrong  depends  on  whether  she  was 
cautioner  for  the  whole  debt  due  to  the  bank,  or  only  for 
the  sum  of  £4$°"  ^at,  ^ain,  depends  on  the  construc- 
tion of  the  caationery  obligation  granted  by  the  appellant. 
If  the  appellant  is  cautioner  merely  for  £450,  and  not  for 
the  whole  debt,  then  she  has  the  ordinary  rights  of  a 
creditor  and  would  be  entitled  to  claim  in  the  sequestra- 
tion. If,  on  the  other  hand,  she  is  a  cautioner  for  the 
whole  debt  due  to  the  banV,  and  not  merely  fot  ^£450,  and 
the  bank  has  lodged  a  claim  for  the  whole  debt,  then  she 
is  not  entitled  to  claim  in.  the  sequestration,  and  the  trustee 
has  rightly  rejected  her  claim,  as  there  cannot  be  a  double 
ranking  for  the  same  debt.  In  a  question  between  the 
appellant  and  the  bank,  on  this  construction  the  bank 
would  be  entitled  to  have  its  claim  preferred  in  the  seques- 
tration. I  am  of  opinion  that  on  a  sound  construction  of 
the  cautionery  obligation  the  appellant's  liability  there- 
under to  the  bank  is  limited  to  £450  and  interest,  and  that 
it  ought  not  to  be  read,  as  is  maintained  by  the  hank,  as  an 
obligation  for  the  whole  debt  due  to  it  at  the  date  of  the 
sequestration,  and  that  the  appellant's  liability  was  not 
to  exceed  £4$o.  The  obligation  (which  is  in  the  form  of  a 
letter  addressed  by  the  appellant  to  the  bank)  authorises 
the  bank  to  realise  the  securities  conveyed  to  it  by  the 
appellant  "for  the  purpose  of  repaying  the  amount  due  to 
"you  (the  bank),  such  amount  (that  is,  the  amount  due  to 
"the  bank)  not  to  exceed  four  hundred  and  fifty  pounds 
"sterling  with  interest  due."  As  I  read  this  obligation,  the 
meaniog  of  these  words  is  that  the  appellant's  obligation 
to  the  bank  is  limited  to  ;^45o  and  interest,  and  that  she 
does  not  bind  herself  for  the  whole  advances,  whatever 
their  amount,  which  may  be  made  by  the  bank  to  the  bank- 
rupt. It  was  contended  on  behalf  of  the  bank  that  the 
earlier  part  of  the  obligation  points  to  liability  for  the 
whole  debt,  but  the  document  must  be  read  as  a  whole, 
and  effect  must  be  given  to  the  words  which  in  niy  judg- 
ment when  read  in  their  natural  meaning  limit  the  liability 
of  the  appellant  to  £450.   If  I  am  right  in  my  construction 


of  the  cantionery  obligation  I  must  assume  that  the  words 
referred  to  were  inserted  by  the  appellant  for  the  purpose 
of  limiting  her  liability  to  ^£450.  The  case  of  Ai/aH  v. 
Harvies  (Trs.  12R,  1141)  was  founded  on  in  support  of  the 
trustee's  deliverance,  but  the  terms  of  the  cautionery 
obligation  there  showed  that  the  ordinary  rights  of  a 
creditor  belonging  to  the  cautioner  [Ayiog  the  debt  were 
not  to  come  into  competition  with  the  rights  of  the  creditors 
of  the  bankrupt  in  claiming  on  the  bankrupt  estate  for  the 
full  amount  of  his  debt.  The  English  cases  of  £//ff  v. 
Emmanuel  (23rd  February  1876,  L.R.  i.  Exchequer  Div. 
157I  and  Hobson  v.  Bass  {igth  July  1871,  L.R.  6  Ch.  App. 
793)  also,  I  think,  support  the  principle  which  I  have  given 
effect  to  in  this  case. 


JSanft  Kate  of  SNdconnt« 


Sept.  z8tb  iQoj   4% 

April  5th  1906  

May  4th   4% 

June  2ist  „    3i% 

CoaMfltt  of  Wo.  IM,  July  14,  1906. 

iMmma  AsncLas :  Paox 

Secret  ReMTves.— I  ■   99 

Vouching  in  the  Conduct  of  Audita    33 

WSBXLT  NoTXB: 

Income  Tax  in  France    35 

The  Evasion  of  I ncome-Tax— Wanted ;  a  Definition  of  "  Cheap  " 
—One  Pound  Notes  and  Other  Thingi— The  Dublin  Corpora- 
tion and  Its  O&iciai  Auditor    36 

Voluntary  Liquidation— What  is  a  Check  Figure  ?—Fayinant  to 

Avoid  a  Prosecution— The  University  of  Birmingham   37 

The  Bills  of  Exchange  Bill— Politicians  and  Judges    38 

CORRHPOMDBIICK  AMD  BliQUtlltIS  : 

Points  in  Insolvency  Law   3B 

Estate  Duty— A  Question  of  Apportionment   39 

UlBCKLLAMBOVS ! 

The  Institute  of  Chartered  Accountanta  in  England  and  Wales  39 

Chartered  Accountants'  Masonic  Lodf^   ^l 

Chartered  Accountants  Students'  Society  of  Kings ton-upon-Hull  41 

Bristol  Chartered  Accountants  Students'  Society   43 

Company  Law  Amendment  Committee    43 

Personal    54 

Failure*  and  BLUa  of  Sale  in  England  and  Walaa   54 

Bank  Rate  of  DIaeonnt   36 

The  PRoraasioii  ik  Scotland: 

Personal    $4 

Court  of  Session     Thomas  Macdonald  v.  The  Naiionat  Mutual 

Life  Association  of  Australasia,  Lim   54 

Banff  Sheriff  Court:— Mrs.  Third  v.  William  Third  (James 

Ross's  Tmatee)   35 


Fowler  &  Pettier, 

AUCTIONEERS,  SURVEYORS  ft  VALUERS. 


RKBimTMK    OF   Cirr    OFFICEM,    SHOFS,    WAHKHOVMKS,  tTC. 

TO  BE  Let  ok  Solo. 


MANAOBMENT    AMD    SALE    OF    REAL  EMTATE. 
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INSTITUTE  OF  CHARTERED  ACCOUNTANTS. 


LIST  OF  SUCCESSFUL  CANDIDATES, 


At  the  EXAMINATIONS  held  in  lUY  and  JDNE  1906. 


PRELIMINARY  EXAMINATION. 


iCandidaMs  who  obuiiwd  a  certain  nnnber  of  mariu.  In  Order  of  Merit) 


Name 


Where  educated 


WtkBS.  p.  R.  (Pri«), 

Leicester 
Hablino,  W.,  Manchester 

Malohby.  E  ,  London 
iFbnton,  M.  p.,  London 


Cbarterhonse  School, 

GodBlming 
Manchester  Grammar 

School 
Aske's  Hatcbam  School 
Charterhouse  School, 

Godalming 

IWiLLTAMSON,  A..  Cambridfte  Ley's  School 
Mabsh,  H.  T.,  Birmingham  Private  Tnitlon 
Shiih,  S.  H.,  Bromtey        Dnlwich  College 
Woods,  R.  H.,  Great  Worcester  Cathedral, 

Malvern  King's  School 

Scott,  W.,  Cheadle,  Hulme   Manchester  Grammar 

School 

Winn,  R.  H.,  Birmingham   Sbrewsbnry  School 
Owen,  P.  }.,  Sheffield  Wesley  Ct^lege,  Sheffield 

(  Smith,  G.,  Nottingham        Stafford  Grammar  School 
(  Wbbb,  F.  D.,  Manchester     Manchester  Grammar 

School 

CooPiB-KiNG.  P.  L.  King's  School,  Canterbury 

Egham 

(In  alphabetical  order) 
Akbd,  T.  W.,  Halifax 


Babbas,    p.,  Newcasile- 

npOT-Tyne 
Babbbb.  H.,  Liverpool 

Baxnbs,  G.  L.,  Woodford 

Babnbs.  H.  J.,  London 


Crossley  and  Porter 

Orphanage 
Bootham  School 

Liverpool  CoUege  Middle 

School 

King  Edward  VI.  Middle 

Sdux)l,  Norwich 
Aske's  Hjatcham  School 


Battbbsby.  p.,  Manchester  Manchester  Grammar 

School 


Batmb,  E.  G.,  Londm 
Bbxhbtt,  F.,  UrmsioD 

Bbnhbtt,  K.  a.  L.,  London 

&DDOL.PH.  T.  ].. 

Manchester 
BoMD,  E.  R..  Penarth 
Booth,  H.  R.,  Fincbley 


Cholmel^  School, 

Highgate 

Unnston    Higher  Grade 

Science  and  Art  School 
Merchant  Taylors'  School 
Rossali  School.  Fleetwood 

Cardiff  School  of  Commerce 
Chatham  Hooae,  Ranugate 


Name 


(In  alphaboiical  order) 

Whets  edocaled 


Box,  A.  H.,  Leytonstone 
Brbarlby,  T.,  Hull 
Brbwis,  E.  a.,  Gosforth 
Briqo,  G.  L.,  London 

Briscob,  H.,  Heswall 

Brotherton.  L.,  Stockton- 
on-Tees 
Brown,  A.  H.  M.,  London 
Brown,  C.  B.,  London 

Cairns,  S.  E.,  Nottingham 
Callaghan,  K.  p.,  London 

Charlton,  G.  H.,  London 

Clarb,  ].  E.,  London 
Clovbr.  H.  a..  Southaea 

CowELL,  N.  C,  Newcastle- 

upon-'Tyne ' 
Cozbns,  P  .  Walsall 
Crbsswbll,  J.,  Penkridge, 

Staffs 

Crohib,  D.  B.,  Liverpool 

Davibs,  H.  B.,  Chester 
DlBDIN,  C.  E.  R., 

New  Brighton 
DoNN.  C.  H.,  London 
Edsbll,  a.  R.  K.,  Surbiton 

Eshblbv,  a.  D., 

Birkenhead 

Evans,  R.  M., 

Wylde  Green 

Fairhbad,  C.  W.  T., 

London 

Finch,  H.,  Pleasington, 

near  Blackburn 

Finch,  T.,  Pleasington, 

near  Blackburn 

Fletchbr,  T.  W.,  London 

Ford,  R.  S.,  London 
Foster,  G.  M.  S.,  Dudley 
Fox,  F.,  Bradford 
Frazbk,  D.  R.,  Penarth 


Cranbrook  School,  Kent 
Sedburgh  CoUege,  Hall 
Sedbuigh  College,  Hull 
King's  Cot)^  School. 

Wimbledon 
Chester  School  of 

Commerce 
The  College,  Harrogate 

Dulwich  College 
Mishop's  Stortford  College 
Nottingham  High  School 
Stoneyhurst  Collc^,  near 

Blackburn 
Ebor   School,  Bexhlll-on- 

Sea 

St.  Thomas',  Charterhouse 
Portsmouth  Grammar 

School 

Victoria  School,  Newcastle- 
upon-Tyne 
Taunton  School 
Penkridge  Schools 

Merchant  Taylors'  Schoo', 

Great  Crosby 
Chester  Technical  School 
Uscard  High  School 

Durban  High  School,  Natal 
Lord  William's  Grammar 

School,  Thame 
Charterhouse,  Godalming 

King  Edward  VI.  High 

School,  Birmingham 
Woodford  House  School, 

Birchlngton-on-Sea 
Ushaw  College,  Durham 

Uahaw  College,  Dnrhabi 

Woolwich  Polytechnic  Day 

School 
Polytechnic  Day  School 
Dudley  Grammar  School 
Private  Tuition 
Christ's  C6ll^,BUilBkheath 


68 


THE  ACCOUNTANT 


1 

July  14,  1906. 


PRELIMINARY  EXAMINATION-fOM/fuwif. 


[In  alphaletical  order) 


Name 

Gilbert,  H.  J.,  London 
GooDCHiLD,  F.,  Ipswich 
Gray,  R.  S.,  Hull 
Green,  F.  S.,  Sunderland 

Grimes.  C.  T.,  London 

Grindall,  H.  Juor., 

Birmingham 

Hall.  G.  B.,  Purley 
Haseall,  J.  K., 

A8bby-de>larZoacb 
Haworth.  H.  R.,  Longton 
Hawthorn,  H.  M.,  Cowley 

Henderson,  W.  D., 

Newcastle-under-Lyme 
Hbrbbrt,  a.  E.,  Londtni 
Hodgson,  W.  L.,  Beverley 
HoGBBN,  W.  1.,  Croydon 

HoLL,  H.,  New  Buckenbam 

Holmes,  H.  G.,  London 
Humphreys.  A.  W., 

London 

Jack,  S.  S.,  Manchester 

Kbbblb,  O.  S.,  London 
Kelly.  W.  H.  E.,  London 
Kbmsey-Bournb,    F.  L., 

West  Bromwich 
King,  H.  O..  Junr.,  Ox£ord 

Laino,  W.,  Snnderland 
LuMBERT,  R.  E.,  London 
Lane,  S.  P., 

Great  Yarmouth 
Lawson,  H.  C,  Gateshead 

Lee,  H.  N.,  London 
LiNSLBY,  A.  T.,  Hull 

Lowe,  E.  W.,  London 

Maceenzie,  L.  v.,  Taunton 
Hacleod.  T.  G.  C, 

London 
Manning,  T.,  Malton, 

Yorks. 
Mercer,  E.  A.,  London 

MOILLIBT,  F.  K., 

Tunbridge  WelU 
Nichols.  C,  Dodley 

Nickels,  J.  D.,  Shrewsbury 
Newton,  W.  H.. 

Burton-on-Treut 

OvBRTON,  R.  E.,  Leicester 

Parein,  F.  H.,  Manchester 

Paol,  W.  W.,  Blyth 


Where  educated 

Private  Tuition 
Ipswich  Middle  School 
Private  Tuition 
Acworth  School, 

near  Pontefract 
Wood  Green  Higher 

Grade  School 
King  Edward  VL 

Grammar  School 

Bath  Collie 

The  Grammar  School, 

■  Market  Bosworth 
Hutton  Grammar  School 
Wolverhampton  Grammar 

School 
Kingswood  School,  Bath 

Reedham,  Purley 
Private  Tuition 
Whitgift  Middle  School. 

Croydon 
The  Grammar  School. 

Banham 
City  of  London  School 
Eml3m  Grammar  School, 

South  Wales 

Victoria  Park  School 

Private  Tuition 

Chatham  House,  Ramsgate 

King  Edward  VI.  Grammar 

School,  Aston 
Boys'  High  School,  Oxford 

New  Collie,  Harrogate 
Carshalton  House  School 
Yannoatfa  College 

Gateshead  Secondary 

School 

King's  College 

Caistor  Grammar  School 

Private  Tuition 

Private  Tuition 
Emanuel  School, 

Wandsworth  Common 
The  Mount  Academy, 

Malton 
Millfield's  Street  School 
Private  Tuition 

Worcester  Cathedral, 

King's  School 

Repton 

Newcastle  Modern  School 

Rydal  Mount  School 

Municipal  Secondary 

School,  Manchester 
Skerry's  College, 

Newcastle-upon-Tyne 


49  Candidates  failed  to 


Name 

Phillips,  F.  W., 

Birmingham 
PiCEARD.  B.,  Bamstey 

PiCKMAN,  J.  v., 

Manchester 
Pitt,  F.  A.,  Manchester 

Richardson,  G.  A.,  Aoerley 
RoBATHAK,  E.   O.,  Risca, 
Mon. 

Robertson,  C.  E.  L,, 

London 
Robinson,  C.  W.,  Pmcot 
Ronald,  J.  G.,  Welling, 

Kent 

Rose,  C,  London 
ROWSELL,  H.  W., 

Witbiagton 
Rdshton,  a.,  Longton 
Saywell,  L.,  Nottingham 
Smith,  A.  L..  York 
Smith,  H.  M.,  Hale, 

Cheshire 
Smith,  J.  S.,  Gosfortb 

Tabbrnaclb,  G.,  London 
Tatton,  O.  B.,  Stockport 

Tavbrher,  J.,  Bolton 

Teale,  N.,  London 
Thirtle,  p.  W.,  Heaton 

Chapel 
Thomas,  F.  W.,  Winchester 
Thorn,  E.  S.,  London 
Tod,  F.  H.,  London 
Tunstall,  S.  L., 

Warrington 
Vine,  N.  D.,  Leeds 
Welch,  F.  E.,  Gosfortb 

Wells,  O.  W.,  London 

Westoby,  C.  N.,  Lytham 

Weston,  R.  J.,  Derby 
Wheatchoft,  W.  a., 

Sheffield 

White,  A.  G.,  Westcliff-on- 
Sea 

White,  T.  H.,  Newcastle- 
upon-Tyne 

WiDDDP,  W.,  Bamoldswick, 
York 

WiLBiNSON,  R.  S.,  London 

WtLLlAHSOK,  V.  B., 

Manchester 
Woods,  J.  J.,  London 
WoRSLBY,  H.  B,,  London 
Yatks,  W.  p.,  London 


the  COnoitttee. 


Where  educated 
Private'  Tuition 

Leeds  Central  Higher 

School 
Kendal  Grammar  School 

Broughton  School 

Marlborough  College 
Cranbrook  School,  Kent 

King's  School,  Ely 

Rossall  School,  Fleetwood 
Beaumont  College. 

Old  Windsor 
University  College  School 
Oakland's  School, 

West  Didsbury 
Hutton  Grammar  School 
Nottingham  High  Sf:hool 
St.  Peter's  School,  York 
Manchester  Grammar 

School 
Newca  stle-upon-Tyne 

Modem  School 
Bowdon  College,  Cheshire 
Stockport  Commercial 

School 
Municipal  Secondary 

School.  Bolton 
Wimbledon  Park  School 
Woodhouse  Grove  School, 

Apperley  Bridge 
Marlborough  College 
Margate  College 
Denstone  College,  N.  Staffs. 
Warrington  Grammar 

Sdiool 

Leeds  Boys'  Modem  School 
Allan's  Endowed  Schools, 

Newcastle-upon-Tyne 
Christ's  Hospital, 

West  Horsham 
Manchester  Grammar 

School 

Derby  School 
Private  Tuition 

Ark  House  School,  Banbury 

Royal  Grammar  School, 

Newcastle-upon-'Tyne 
Private  Tuition 

Pftrmiter's  Foundatioa 

School,  N.E. 
Eccles  Grammar  School 

Horsham  Grammar  School 
United  Service's  College 
Haberdashers'  Askes 

School,  Hampstead 

zed  by  Google 
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INTBRMEDIATB  EXAMINATION. 


(CandKbies  who  obtained  a  ceruin  number  ot  narks.  >n  Order  of  Merit) 

Ham,  M.  L.  T.,  M.A.  (Pn'«),  (G.  Sneath),  London 
BricHam,  B.  H.  [Robert  Flttcher  Prise),  {W.  T.  Bridgwater), 
Binningham 

Atxiicson,  G.  (J  a  Walbank),  Newcastle-Dpon-TyDO 

Watson,  H.  C.  {J.  A.  Sisson),  NewcaBtle-apon-Tyoe 

Hawokth,  O.  (H.  Davies),  Preston 

Daviss,  B.  C.  (A.  W.  Macredie).  Sheffield 
I  Brookbr,  F.  a.  (W.  Calder  Marshall),  London 
(  Jakvis,  W.  C.  (E.  M.  Burnett),  SootbamptOD 
<  Falk.  O.  F.  (C.  J.  March),  London 
i  Plart.  W.  (H.  Hill).  Manchester 

Legg,  J.  F.  (H.  Garmao),  Loodoa 

CoRKwxu..  S.  W.  (C.  Smith).  Bristol 

Ward,  D.  J.  (B.  Cookson),  Liverpool 

(In  olphibetical  order) 

ACTOH,  S.  C.  (C.  Cooper),  London 
Amderson,  a.  D.  (E.  Davis),  London 
Angus,  A.  J.  (J.  H.  Wbitiug).  London 
AiDUiY.  H.  J.  IH.  Lakin- Smith),  Birmingham 
Arnold,  A.  S.  (A.  L.  Blow),  LcmdoQ 

Baskbtt,  E.  (G.  C.  T.  Parsons),  Birmingham 
Beaut.  C.  L.  (J.  W.  Watts),  Manchester 
Bekcroft,  L.  C.  (B.  T.  Crew),  London 
BiNDKR,  B.  H.  (F.  H.  W.  Hope).  London 
BLAtEia,  A.  (R.  M.  Pembridge),  London 
Blau,  L.  G.  (L,  Blake),  Great  Yarmouth 
BoTTiNc,  A.  (W.  C.  Tomlinson),  London 
Bound.  H.  C.  (W.  H.  Chantrey).  London 
Brabner.  J.  W.  (C.  F.  Williams),  London 
Bkounlis,  G.  de  B.  (F.  J.  Young),  London 
Bull,  W.  H.  (G.  W.  T.  Burr),  London 
BcKTOM,  G.  (H.  Naylor),  Manchester 
BtmJBB.  G.  W.  (C.  J.  Angus),  London 

Cave,  E.  (T.  E.  Kimberley),  Birmingham 
Cbardik,  W.  a.  Janr,  (G.  J.  Toy),  London 
Cramptom.  W.  L.  jC.  W.  M.  Kemp),  London 
Crosslky,  B.  (E.  Crossly),  Manchester 

Davos,  H.  G.  (C.  Pittman).  London 
Dawson,  H.  R.  W.  (E.  E.  Fox),  HastiI^!8 
Denneuy.  C.  J.  (S.  P.  Jackson).  Bristol 
DowNBY,  W.  P.  (E.  C.  Moore),  London 
DoYLS,  N.  (P.  D.  G.  Bell).  London 
DcxsTAM,  E.  W.  (W.  Howard),  London 

Ellison,  J.,  Janr.  (F.  Impey),  Birmingham 
Evans.  W.  S.  (H.  Lanham),  London 

Ganson,  C.  W.  H.  (D.  C.  Wilson).  London 
Gielgdu,  H.  L.  B.A  (L.  Maltby),  London 

Harris,  E.  A.  (S.  Tryon),  Bristol 
Harrison,  J.  S.  {M.  Leicester),  London 
Harbop.  G.  H.  (E.  S.  Holmes),  Manchester 
Haslam.  p.  T.  (W.  Dearden).  Manchester 
HiGsoN,  1.  H.,  janr.  (J.  S.  Holt),  Uverpool 
Hux,  H.  L.  H.,  B.A.  (W.  E.  VellacoU),  London 
Hind.  J.  W.  (J.  C.  Bladen),  Hanley 
HiNDSLBY,  N-  (L.  T.  Smith),  Wolverhampton 
Houceinsok,  a.  (S.  Jeffreys),  London 
HoLGATE,  W.  J.  (J.  Stubbs),  Uverpool 
ARVts,  A.  R'  (A.  E.  Jarvis),  London 
BNUNsoH.  T.  N.  {W.  D.  Oldham).  London 
OLLY.  J.  H.  (R.  Bowman),  Bbckpool 

KimMaN,  J.  W.  (I.  J.  Roberts),  Cardiff 


66  CandliUtes  Mled  to 


(In  alpliabetical  order) 
Knight,  C.  (W.  P.  Tomes],  London 

Lathwood,  a.  H.  (J.  J.  B.  Arter),  Birmingham 
Lawrence,  S.  M.  (C.  Corbidge),  London 
Leigh,  J.  E.  A.,  B.A.  {H.  M.  Graham),  London 
LssLiB,  J.  (C.  Richards),  Birmingham 
Lever,  J.  R.  (E.  Paterson),  Manchester 
LocKWOOD,  G.  F.  (F.  Lockwood),  Huddersfield 
Lowe.  F.  H.  (H.  B.  Pearson),  Wolverhampton 
LowiCK.  B.  (S.  Hare).  Bristol 

Madge,  H.  (J.  M.  Wade),  Uverpool 
Magrath,  H.  W.  (J.  E.  Rowley),  Birmingham 
McCalluh,  B.  B.  (A.  C.  Palmer),  London 
MoRLAND,  D.  F'.  iR.  L.  Impey),  Birmingham 
MouNSBY,  H.  p.  (C.  H.  Mounsey).  London 

Nrtherwood,  H.  (H.  Sykes),  Huddersfield 
Nixon.  W.  A.  (F.  v.  Hansford),  Manchester 
NosMAN,  J.  R.  (H.  Fielding),  Binnii^ham 

Oldhan,  a.  S.  (T.  Watson),  Burnley 
Osmond,  L.  J.  (S.  A.  Young),  London 
Ottby,  B.  C.  (R.  a.  Felton),  Birmingham 

Padbury,  F.  S.  (C.  E.  Bradley),  Scarboroogb 

Parrott,  D.  a.  (P.  L.  Ellis),  London 
Patthrson,  H.  a.  (S.  S.  Dawson),  Liverpool 
Pearce,  H.  G.  (T.  a.  Pearce),  Dorchester 
Pbgler,  G.  B,  de  J.  (O,  Berry),  London 
Fbppbr,  W.  a.  (P.  E.  Metzner),  London 
Phblips,  G.  a.  (G.  B.  Naucarrow),  Middlesbrough 
Pluhhbr,  G.  W.  fW.  A.  Pearce),  London 
PoLGLASB,  H.  B.  (F.  p.  Jenkins),  Bristol 
Powbll,  S.  J.  (W.  L.  White),  London 
Pridbadx.  H.  G.  W.  (J.  Curtis).  Bristol 

Randall,  C.  J.  {W.  A.  Schnltz),  London 

Read,  H.  (A.  Pearce),  Ipswich 

Rice,  A.  C.  (E.  R.  Watson),  London 

Richardson,  H.  H.  C.  (H.  C.  Richardson),  London 

Roffey,  J.  C.  (A.  C.  Harper),  London 

RousTON,  J.  W.  (A.  J.  Piatt).  Sheffield 

Scott,  J.  D.  (R.  Watson),  Burnley 
Sellers,  B.  A.  (E.  B.  Rawlinson),  Bradford 
Smith,  E.  H.  M.  (C.  P.  Maw).  London 
Smith,  F,  H.  H.  (G.  S.  Baakart),  Leicester 
Spibing,  H.  (T.  Howard).  Leeds 
Stanley,  J.  6.  (E.  T.  Peirson),  Coventry 
Suffolk,  C.  J.  (S-  T.  Hall),  Nottingham 
Sutton,  E.  J.  (R,  B.  Bag^ey),  Notdngbam 

Tanslby,  G.  (Thos.  Coombs),  Leeds 
Taylor,  H.  (L.  D.  Kidson),  Manchester 
Tedman,  B.  (W.  Briggs),  Bristol 
Thomas,  N.  S.  (W.  Thomas),  Birmingham 
Thompson,  H.  G.  (R.  L.  Impey),  Binningham 
Thornton,  J.  L.  (F.  Hilditch).  Uvnpow 
Tongue,  C.  E.  (A.  Tongue),  Manchester 
Twiss,  p.  J.  (R.  F.  Miller),  Barrow-in-Furness 

Watkins,  R.  N.  (T.  Westhead),  Stafford 
Watson.  F.  L.  (F.  J.  Forster),  Middlesbrongh 
WiGGS,  J.  R.  (P.  J.  Sutton).  London 
WiLDB,  H.  B.  T  (H.  A.  Pepper),  Birminjg[ham 
Withers,  E.  S.  (G.  G.  Poppletoo),  Birmingham 
Wright,  H.  B.  (T.  Howard).  Bradford 

Young,  J.  H.  (H.  A.  Plumb),  London 
YouHG,  J.  O.  (G.  H.  Tomer),  Wigao 
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PINAL  EXAMINATION. 


(CertifiMtea  of  Uerit  in  Order  of  Priority) 

CuNCH,  S.  H.  (H.  W.  A.  Hislop).  London 

Sharp.  R.  C.  (J.  Watson)  Carlisle 

IsHAY,  E.  W,  (A.  P.  Spence),  Newcastle-apon-Tyae 

MiLLWAftD,  R.  T.  (A.  G.  Fugfa),  Llandadno 

Shoveller,  H.  L.  {B.  D.  Holroyd)  London 

Morton,  J.  H.  (A.  H.  S.  Gleaton),  Newcastle-upon-Tyi 

R&HSDBN,  W.  D.  (T.  H.  Barroo),  York 

HoRsuv,  H.  R.  (P.  D.  Lnkfl),  London 

Scott,  A.  (W.  Morton),  Hyde 

JuDsoN,  C.  (G.  P.  Stewart),  Binniogham 

(In  alphabetical  order) 

AcwoRTH,  J.  G.  (F.  J.  Liveseyl,  London 
Adams,  H.  F.  (E.  P.  Steeds),  Leicester 
Airs,  A.  L.  (  F.  E.  Baker),  Northampton 

Bangham,  F.  E.  (H.  J.  Goas),  Swansea 

Bbard,  A.  (S.  Pearson),  Manchester 

BxARDSALL,  A.  K,  (T.  Tohnstoo),  Mancfae^er 

Bbbby,  C  R.  (H.  Fielding),  Birmingham 

Beer,  W.J.  (F.  Geoghegan),  London 

Bell,  R.  £.  (J.  H.  Molyneanx),  Liverpool 

Bbll,  W.  S.7l.  C.  Headly),  Leicester 

Bird,  C.  F.  (F.  Haydon),  London 

Blackbdrn,  H.  H.  (J.  H.  Blackburn),  Bradford 

Bond,  T.  J.  (C.  L.  Nichols),  London 

Brent,  J.  B.  (C.  J.  March),  London 

Burns,  D.  B.  {].  }.  Saint).  Carlisle 

BUTCHART,  H,  D.  (G.  B,  Nancarrow),  Middlesbrough 

Bdtler,  E.  D.  (G.  Browning),  London 

Carmichael,  W.  R.  (A.  E.  Watts).  London 
Charnley,  W.  R- (H.  Haley),  Manchester 
CLARior.E,  C.  E.  (C.  W.  Boyce),  Bradford 
Clay,  G.  R.  (P.  Bates),  Birmingham 
Curtis.  6.  E.  (G.  van  de  Linde),  London 

Dadlby.  M.  G.  (E.  p.  Breeds).  Leicester 
Darlhy.  a.  p.  (H.  E.  Barham),  London 
Dixon,  F.  E.  (A.  E.  Warburton),  Leicester 
Doo,  H.  (A.  S.  Hicks).  London 

Ecclbshall,  J.  (W.  Kav).  Bolton 
Edge.  C.  T..  B.A.  (A.  Wenham),  London 
Eldbr,  G.  (H.  H.  Evans),  Manchester 

Faolks.  a.  V.  (D.  S.  Tripp),  London 
FiNNEMORE.  F.  W.  (A.  E.  Sherrey),  Birmingham 
Ford,  a.  E.  (R.  E.  Clark),  Hanley 

Gardner,  A.  J.  (J.  G.  Dennehy),  Bristol 
Gasxin,  ].  (W.  Galh),  Nottingham 
GooDENOCTGH.  H.  (J.  G.  P.  Ibotson),  London 
Goodwin,  J.  P.  W.  (J.  Eraser),  London 

Hancock,  W.  (H.  A.  Deed),  London 
Harrap,  E.  C,  (W.  G.  Blakemore),  London 
Haughton.  \V.  K.  (A.  G.  Deacon),  Manchester 
Haythornthwaitk,  C.  W.  (E.  Rudd),  Blackburn 
Hoolk,  W,  (F.  B.  Smart),  London 
Hughes,  M.  A.  (W.  A.  Browne).  London 
Hutchinson,  L.  C.  (A.  E.  Hibberd)^  LondoD 
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(In  alphabetical  order) 

Jackson.  F.  W.  J.,  B.A.  (E.  L  Husey),  London 
Jambs,  D.  H.  (E.  C.  Moore),  London 
AMtBsON,  P.  S.  (D.  F.  Basden),  London 
ENNiNGs,  W.  ].  (J.  E.  Pritchard),  Birmingham 
OHNSON,  J.  H.  (C.  O.  Ho<^}er),  L-ondon 
JoNBs,  T.  S.  (J.  M.  Jones),  London 

KiRBY,  J.  L.  (R.  A.  Smithson),  Leeds 

Layton.  G.  a.  F.  (P.  L.  Ellis),  London 
Lbb,  E.  H.  (C.  a.  Radermacher),  Londcm 
Lings,  G.  F.  (A.  Durose),  Nottingham 
Ldhsdbn,  S.  (I.  E.  Wilson),  London 

Manvbll,  L.  S.  Q.  F.  Clarke),  London 
Mason,  H.  H.  (H.  Fitch  Kemp),  London 
Mbrrvwbathbr,  J.  W  (G.  S.  Greening),  Sheffield 
Miller,  T.  F.  (H.  G.  F.  Davie),  London 
Myers,  J.  Junr.  (H.  J.  Day),  Leeds 

Nash,  F.  J.  (S.  P.  Jackson),  Bath 
Norton,  G.  P.,  B.A.  (W.  H.  Armitage),  Huddersfield 

Ogle,  H.  (N.  M.  Ogle),  London 
Osbornb,  N.  W.  {F.  B.  Harper),  London 

Patterson,  W.  (T,  C.  Martin),  Newcastle-upon-Tyne 

Payton,  H.  G.  (J.  Gordon),  Leeds 
Peat,  W.  H.,  B.A.  (R.  S.  McBain),  Middlesbrough 
Penny,  C.  H.  (C.  H.  Barbara).  London 
Plummbr,  W.  p.  (J.  W.  Davidson),  Liverpool 
Pollard,  W.  (F.  Barnes),  London 
Porter.  J.  A.  (A.  Whittaker),  Manchester 
Porter,  T.  (H.  J.  Page).  London 

Reduall.  L.  a.  (K.  T.  Flinders),  Nottingham 
Robson,  T.  (A.  H.  Chalmers),  Liverpool 
Roe,  H.  E.  (C.  J.  Collier),  Sheffield 
RowLATT,  T.  E.  (J.  S.  Woodward),  Leicester 

Sharp,  F.  B.  (A.  C.  W.  Rogers),  Nottingham 
Sharp,  H.  A.  (G.  H.  Sawyer),  Lemdon 
Shaw.  F.  (W.  H.  Shaw),  Dewsbury 
Smith,  W.  G.  L.  (A.  H.  Gibson),  Birmingham 
Soddy,  R.  J.  (J.  Worley),  London 
Stagey,  G.  A.  (G.  T.  Singleton),  London 
Stead.  C.  F.  (H.  Whinnerah),  Liverpool 
Sultan,  W.  (J.  Fitzp&trick).  JLondtm 
Swan,  J.  G.  (T.  Harrison),  Newcastte-npon-Tyne 

Thompson.  G.  S.  (J.  W.  Woodthorpe),  London 
Tootill,  S.  (T.  Boardman).  Manchester 

Warren,  C.  P.  J.  (W.  S.  Ogle),  London 
Watson,  J.  R.  (J.  S.  Woodward),  Leicester 
Whitworth,  C.  R.  (F.  H.  Sully),  London 
WiLCOCK,  B.  W.  (A.  Campbell),  Manchester 
WiLLlMENT,  H.  E.  (H.  D.  Sheldrake),  Chelmsford 
Wilkinson,  E.  S.  (T.  £.  Goodyear),  London 
Wilkinson,  F.  W.  (H.  A.  Allison),  London 
Winn,  J.  (J.  A.  Gardner),  Newcastle-upon-Tyne 

YouMG,  A.  W.  (J.  Carr),  Newcastle-npon-Tyne 
to  Mtlafy  the  Commltt^^  t  zed  by  GoOglc 
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XeaMno'Brticles. 

Indian  Companies'  Balance  Sheets. — Charces 
on  Asscta. 


/^WING  to  the  pressure  of  other  matters  we 
regret  to  find  that  we  have,  so  far,  over- 
looked the  promise  which  we  made,  in  our  issue 
of  the  14th  April  last,  to  deal  at  an  early  date 
with  a  question  of  some  interest  raised  by  our 
correspondent  "  Decimals,"  whose  letter  we 
reproduced  in  our  Correspondence  column. 

In  a  sense  the  point  raised  is  one  of  some- 
what  limited  application,  in  that  it  seems  to 
relate  only  to  companies  to  which  Table  A  is 
applicable.  Under  this  heading,  of  course, 
comparatively  few  British  companies  are  now 
included,  but,  as  our  correspondent  points  out, 
the  Indian  Companies  Act  of  1882  makes  the 
form  of  Balance  Sheet  laid  down  in  Table  A 
compulsory  for  all  Indian  companies ;  and 
although  the  form  is  ^^^m)y^G^fl^^lt 
improvement  in  some  respects,  it  is,  we  think. 
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quite  an  open  question  whether  something  of 
the  same  kind  would  not  be  desirable  with 
regard  to  British  companies,  although  in  the 
nature  of  things  two  or  three  alternative  forms 
would  be  necessary  to  meet  the  requirements 
of  the  very  diverse  classes  of  undertakings  that 
are  incorporated  under  the  Companies  Acts. 
Under  the  form  in  question  the  amount  of 
loans  on  mortgage  or  debenture  bonds  is 
required  to  be  shown  as  a  separate  item  on  the 
left-hand  side  of  a  Balance  Sheet.  Our  corre- 
spondent tells  us  that  many  Indian  concerns 
are  financed  by  banks  upon  a  letter  of  hypothe- 
cation giving  a  lien  over  the  stocks  of  the 
concern,  and  the  question  that  he  raises  is  as 
to  whether  the  auditors  of  the  company  he  has 
in  view  were  justified  in  insisting  that  such 
loans  or  advances  should  be  shown  as  secured 
upon  stocks.  The  fact  that  in  India  com- 
panies* Balance  Sheets  are  open  to  public 
inspection  naturally  increases  the  importance 
of  the  point  at  issue,  in  that  under  these 
circumstances  the  common-sense  view  would 
certainly  appear  to  be  that  such  Balance 
Sheets  are  prepared  not  solely  in  the  interests 
of  the  shareholders.  So  far  as  we  can  gather 
from  our  correspondent  the  discussion  on  the 
matter  has  hitherto  centred  round  the  question 
as  to  whether  or  not  such  a  letter  of  hypothe- 
cation as  has  been  given  in  this  case  is  a  lien 
or  mortgage  within  the  meaning  of  Table  A. 
Upon  this  point  we  naturally  do  not  care  to 
express  any  opinion  without  having  the  docu- 
ment before  us.  The  question  as  to  what  is 
and  what  is  not  a  mortgage  is  a  matter  of  some 
nicety,  but  does  not  appear  to  altogether 
exhaust  the  matter.  Thetenn  "  debenture  bond  " 
seems  to  us  to  be  very  much  wider,  and  would, 
we  think,  include  any  transferable  admis- 
sion of  indebtedness,  whether  secured  by  a 


charge  upon  assets  or  not.  That  being  so,  we 
think  it  more  than  probable  that  the  letter  of 
hypothecation  referred  to  would  be  covered  by 
the  wording  of  this  item  in  the  pro  formd 
Balance  Sheet;  but,  however  that  may  be, 
this  form — providing  as  it  does  for  the  specifi- 
cation of  a  company's  liabilities  under  no  less 
than  seven  different  headings — certainly  seems 
to  us  to  require  that  any  debt  secured  by  a 
charge  should  be  so  shown,  and  not  shown  in 

I  a  form  which  would  be  calculated  to  conceal 

i  the  existence  of  that  charge. 

But  although  we  go  so  far  with  the  auditors 
in  the  case  referred  to,  we  are  inclined  to  ques- 
tion their  right  to  insist  upon  these  loans  or 
advances  being  shown  as  secured  upon  stocks. 
We  see  nothing  in  the  prescribed  form  that 
appears  to  require  the  nature  of  the  security  to 
be  expressly  stated  on  the  face  of  the  Balance 
Sheet.  It  is,  we  think,  a  sufficient  compliance 
with  the  form  if  secured  debts  are  distinct 
from  unsecured  debts,  leaving  those  who  may 
be  interested  in  the  matter  to  carry  their 
investigations  further  by  an  inspection  of 
the  Register  of  Mortgages,  which  should 
undoubtedly  include  particulars  of  any  lien 
given  over  stocks,  whatever  the  precise  nature 
of  that  lien,  and  even  although,  perhaps,  it 
does  not  come  strictly  under  the  heading  of 
either  mortgages  or  debenture  bonds. 

With  regard  to  the  latter  part  of  our  corre-  _ 
spondent's  letter,  which  inquires  as  to  whether 
it  is  the  custom  in  England  to  distinguish 
between  secured  and  unsecured  creditors,  or 
between  assets  that  are  unquestionably  the 
company's  property  and  assets  over  which  a 
mortgage,  charge,  or  lien  has  been  created,  we 
think  that  we  may  state  without  fear  of  con- 
tradiction that  it  is  not  customary  to  specially 
earmark  those  assets  over  which  a  S^zx^e  has 
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been  given  on  the  face  of  the  Balance  Sheet, 
although  in  exceptional  cases  that  course  has 
been  pursued.  With  regard  to  liabilities, 
mortgages  and  debentures  are  invariably  dis- 
tinguished from  unsecured  claims  in  every 
properly  drawn-up  Balance  Sheet,  or  when  a 
chaise  has  been  created  to  secure  a  fluctuating 
amount  a  note  to  that  effect  is,  or  at  all  events 
should  be,  appended  to  the  item  affected. 
When,  however,  in  the  ordinary  course  of 
events,  charges  or  liens  arise  out  of  the  regular 
conduct  of  business,  it  is,  we  believe,  as  a  rule 
thought  unnecessary  to  particularly  specify 
them,  at  all  events  unless  the  amount  involved 
is  sufficiently  important  to  materially  affect  the 
position  of  afiiairs.  For  instance,  a  solicitor 
or  a  banker  would  have  a  general  lien  upon  all 
documents  of  value  in  his  possession  as  against 
any  debt  that  may  be  due  to  him  ;  but  the  fact 
would  not  in  the  ordinary  course  of  events  be 
stated,  doubtless  because  the  financial  position 
of  the  undertaking  is  not  materially  affected 
by  the  circumstance  where  there  are  plenty  of 
assets  to  pay  all  debts.  Where,  however,  a 
lien  or  charge  has  been  created  by  the  execu- 
tion of  a  le^  document,  there  can,  we  think, 
be  little  doubt  that  what  has  taken  place  is  a 
"  transaction "  from  a  bookkeeping  point  of 
view,  and  as  such  must  be  properly  recorded  in 
the  books  before  any  Balance  Sheet  prepared 
from  them  csm  be  properly  said  to  fully  disclose 
the  true  position  of  affairs. 


5ccrct  Reserve^.— II. 

TN  our  last  issue  we  summarised  the  argu- 
ments put  forward  by  Mr.  Parker  on 
behalf  of  the  defendants  in  Newton  v.  The  Bir- 
mingham Small  Arms  Company,  Lim.  These, 
however,  were  supplemented  by  his  leader,  Sir 


Robert  Finlay,  K.C.,  who  contended  that 
the  question  as  to  what  should  be  in  a  com- 
pany's Balance  Sheet  was  entirely  a  matter 
for  the  articles  of  association  to  deal  with, 
inasmuch  as  there  were  no  express  statutory 
provisions  whatever  upon  the  matter.  With 
regard  to  the  auditor's  duty,  he  urged  that 
it  was  a  sufficient  compliance  with  the  statute 
for  the  auditor  either  to  report  that  the 
accounts  were  correct  or  that  they  were  not 
correct  in  part,  without  of  necessity  going  into 
detail  as  to  exactly  in  what  respects  they  were 
incorrect.  In  reply,  Mr.  Buckmaster  pointed 
out  that  in  the  London  and  General  Bank  case 
Lord  Justice  Lindley  stated  that  it  was  the 
duty  of  the  auditor  "to  ascertain  the  true 
financial  position  of  the  company,"  and  that  his 
duty  could  not  be  discharged  if  only  nine-tenths 
or  even  ninety-nine  one-hundredths  of  the  true 
position  was  disclosed.  His  Lordship  pointed 
out  that  no  Balance  Sheet  ever  yet  made 
really  disclosed  the  full  position — a  Balance 
Sheet  was,  in  the  nature  of  things,  largely  a 
matter  of  estimate,  and  that  what  was  meant 
was  that  the  financial  position  was  at  least  as 
good  as  the  Balance  Sheet  showed.  Mr. 
Buckmaster  had  reserved,  however,  his  heavy 
artillery  for  the  last.  He  pointed  out  that  if 
these  articles  of  association  were  valid,  then 
they  must  hold  good  at  all  times,  and  without 
any  limitations,  and  that  whatever  happened  it 
would  be  the  duty  of  the  auditors  to  keep 
silence  with  regard  to  this  Internal  Reserve. 
It  might  be  employed  (say)  in  acquiring  shares 
in  an  unlimited  company  which  would  place 
the  company  under  a  heavy  and  very  serious 
liability ;  and  yet  whatever  happened,  if  these 
articles  were  valid,  the  shareholders  would 
never  know,  and  would  never  have  a  right  to 
know,  what  was  their  position.    He  sub^iitted 
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tbat  this  was  directly  at  variance  with  tbc- 
statutory  provisions  as  to  audit,  and  that  there- 
fore the  articles  challenged  were  bad  in  toio. 

Sir  Robert  Fimlay  could  not,  of  course, 
fail  to  see  the  strength  of  this  argument,  and 
the  somewhat  untenable  position  in  which  il 
placed  him,  but  he  sought  to  get  intosmoothei 
water  by  arguing  that  the  articles  did  not  mean 
that  whatever  happened  the  auditor  should 
never  disclose  the  true  position  of  affairs  to  the 
sharebolders,  but  merely  that,  in  the  ordinary 
course  of  events,  it  should  not  be  his  duty  to 
disclose  information  as  to  the  Secret  Reserve. 
Of  course,  he  added,  if  the  necessity  arose  it 
would  become  the  duty  of  the  auditor,  notwith 
standing  these  articles,  to  give  all  proper 
information  to  the  shareholders.  The  difficulty 
of  the  position  into  which  he  sought  to  thrust 
the  auditor  does  not  appear  to  have  occurred 
to  him,  but  then  Sir  Robert  represented  the 
company,  and  not  the  company's  auditors. 

In  his  considered  judgment,  Mr.  Justice 
Buckley  exhibits  a  thorough  appreciation  of 
the  practical'  difficulties  that  the  question 
raised.  On  the  one  hand,  there  is  the  fact 
that  companies  would  sometimes  be  very 
seriously  hampered  in  their  business  if  they 
were  invariably  obliged  to  disclose  everything 
in  the  accounts  issued  to  their  shareholders; 
while,  upon  the  other  hand,  there  is  the  very 
serious  danger  of  conceding  that  the  published 
and  audited  accounts  are  not  necessarily  the 
whole  of  the  story,  but  are,  as  a  necessary 
consequence,  pro  tanto  incomplete  and  inaccu- 
rate. He  held  that  the  language  of  the  igoo 
Act  was  sufficient  to  show  by  implication  that 
it  was  required  that  there  should  annually  be 
an  audit  of  accounts  resulting  in  a  Balance 
Sheet,  for  the  accuracy  of  which  the  auditors 
should  speak.    Prior  to  reporting  to  the  share- 


holders it  was  the  duty  of  the  auditor  to 
examine  the  accounts,  and  the  accounts  that 
would  have  to  be  examined  would  include 
those  relating  to  the  Internal  Reserve  Fund. 
The  crux  of  the  matter  before  him  was, 
his  Lordship  said,  whether  it  was  a  com- 
pliance with  the  words  of   the  Act  that 
the    auditor   should    report    that    he  had 
examined  the   accounts  as  to  the  Internal 
Reserve  Fund,  that  he  was  satisfied  with 
them,  and  that  the  funds  had  been  employed 
in  the  manner  authorised  by  the  company's 
regulations,  or  whether  there  would  be  default 
in  compliance  with  the  Act  if  he  did  not  go  on 
to  say  how  the  funds  had  been  employed.  He 
thought  such  a  report  would  be  within  the  Act 
if  the  auditor  was  bend  fide  satisfied,  in  making 
his  report,  tbat  he  was  truly  reporting  as  to  the 
true  and  correct  view  of  the  state  of  the  com- 
pany's afEairs;  for  it  was  competent  for  the 
shareholders  to  say  that  as  to  particular  items 
of  their  business  it  was  in  the  interest  of  the 
company  that  there  should  be  secrecy,  and  that, 
therefore,  unless  his  duty  required  it  the  auditor 
should  not  disclose  the  details  relating  to  these 
matters  even  to  the  shareholders  themselves. 
He  thought,  however,  that  the  articles  that  had 
been  challenged  went  too  far.    Any  regulations 
which  precluded  the  auditors  from  availing 
themselves  of  all  the  information  to  which, 
under  the  Act,  they  were  entitled  as  material 
for  the  report  which  they  had  to  make  as  to  the 
true  and  correct  state  of  the  company's  affairs 
was,  he  thought,  inconsistent  with  the  Act.  He 
accordingly  granted  the  injunction  asked  for 
restraining  the  defendants  from  acting  upon  the 
resolution,  and  ordered  them  to  pay  the  costs. 

It  will  be  observed  that  Mr.  Justice  Buckley's 
decision  is  not  inimicable  to  Secret  Res^ves 
per  se,  but  is  clea^|tijmif€^^!>?teticular 
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fonn  of  articles  employed  in  this  case,  which, 
in  his  opinion,  go  too  far,  in  that  whatever 
happens  they  purport  to  preclude  the  auditor 
from  utilising  for  the  purposes  of  his  report 
certain  information  as  to  the  financial  position 
of  the  company  that  has  come  to  his  knowledge 
in  the  course  of  his  audit.  We  understand  that 
the  Birmingham  Small  Arms  Company  will 
accwdingly  take  early  steps  to  pass  the  necessary 
resolution  for  revised  articles  which,  while 
meeting  his  Lordship's  objection,  may  yet  serve 
their  required  purpose,  and  it  will  be  of  interest 
to  see  the  exact  form  of  wording  which  it  is 
altimately  decided  to  adopt.  In  the  meanwhile 
the  subject  is,  of  course,  one  that  it  is  quite 
possible  to  consider  in  general  terms  and 
entirely  irrespective  of  the  Birmingham  Small 
Anns  Company,  Lim.  In  the  course  of  his 
judgment  Mr.  Justice  Buckley  mentioned 
that  there  was  no  suggestion  that  the  proposed 
clauses  were  to  be  used  for  any  other  than  a 
legitimate  purpose,  and  Mr.  Buckmaster  had, 
of  coarse,  taken  pains  to  show  at  the  outset  that 
it  was  not  desired  to  make  any  allegation  what- 
tvtr  against  the  defendant  company  or  its 
directors,  or  any  suggestion  as  to  the  possibility 
of  any  irregularities  taking  place  in  the  future. 
By  so  doing  he  inevitably  and  deliberately 
weakened  his  case,  in  that  be  abandoned  his 
strongest  argument — that  an  accounting  party 
ought  not  under  any  circumstances  to  ask  those 
to  whom  he  is  accountable  to  take  his  accounts, 
or  any  part  of  them,  on  trust.  That  Secret 
Reserves  are  necessary  and  desirable  in  the  case 
of  all  really  first-class  concerns  is,  of  course, 
geoerally  admitted ;  but  on  the  other  hand  it 
Dost  on  no  account  be  forgotten  that,  save  in 
connection  vrith  really  first-class  undertakings 
Those  boards  are  entirely  above  suspicion,  the 
principle  of  a  Secret  Reserve  is  one  fraught 


with  the  very  gravest  danger  to  all  concerned. 
This  aspect  of  the  matter  we  propose  to  consider 
in  a  subsequent  article,  where  we  shall  deal  with 
it,  of  course,  in  quite  general  terms,  as  having 
no  possible  application  to  the  case  which  we 
have  so  far  been  considering. 


TDSleeftls  laotes. 

OMt  Book  MlalBtf  At  the  recent  meeting  of  the  pro- 
CMDpulM.     prietora  of  the  East  Pool  and  Agar 

United  Mines  it  was  suggested  that  the  necessary  steps 
be  taken  to  convert  the  mine  from  a  cost  book  to  a 
limited  liability  company.  The  advocate  of  the  change 
was  not  particularly  happy  in  his  arguments,  for  he  is 
reported  to  have  said  that : — 

"  If  anyone  invested  in  a  cost  book  conoern  and  died, 
the  shazes,  on  being  sold,  did  not  fistch  as  high  a  price 
as  if  the  concern  were  a  limited  liaUlity  company.  He 
contended  that  anybody  who  put  money  in  a  mine,  and 
wanted  to  realise  it  would  get  25  per  cent,  more  if  the 
mine  were  a  limited  liability  company  than  if  it  were 
worked  under  the  cost  book  system.  In  selling  limited 
liability  shares  they  practically  always  got  19s.  6d.  for 
evoy  £1  share,  and  not  more  than  12s.  6d.  ior  every 
cost  book  share." 

The  prejudice  against  what  are  called  "  new  langled 
methods"  is  stilt  strong  in  Cornwall  to-day,  and, 
although  its  tenacity  may  be  aatonishing,  one  can 
hardly  wonder  at  the  reluctance  to  accept  newer  ideas 
if  the  moderns  are  to  be  represented  by  the  author  of 
the  quoted  passage.  A  Cornishman  generally  reasons 
through  his  pocket,  and  we  should  have  thought  that  a 
simple  illustration  of  the  fundamental  difference 
l>etween  the  cost  book  system  and  the  doctrine  of 
limited  liability  would  have  converted  more  apostles 
than  the  stupidly  misleading  statement  attributed 
above. 

Bask  of  Bntfaad  In  the  House  of  Commons  recently 
Btook.  Mr.  Field  asked  the  First  Lord  of 
the  Treasury— in  view  of  the  facts  that  the  value 
of  Bank  of  England  stock  has  of  late  years  declined 
some  60  points  (542  to  284),  and  that  the  values  of 
limited  bank  shares  have  hardly  depreciated  at  all 
during  the  same  period,  owing  to  the  operation  of 
Leeman's  Act,  which  protects  these  securities  £rom  bear 
raids-what  steps  the  Govei^^f^i^i^^f^1@f&il^o 
protect  the  Bank  of  England  stock  and  other  fdistee 
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securities,  and  whether  the  Government  would  adopt 
the  same  effectual  legislative  measures  to  apply  to  all 
these  stocks  as  Leeman's  Act  did  with  limited  bank 
shares,  iu  order  to  stop  a  continuance  of  the  systems  of 
bull  and  bear  financial  gambling  operations  in  fictitious 
shares  with  the  object  of  protecting  the  interests  of 
bond  fide  shareholders?  The  Prime  Minister,  in  a 
written  reply,  is  reported  to  have  said  that  he  doubted 
if  Leeman's  Act  produced  all  the  effect  that  the  hon. 
member  attributed  to  it,  and  that  he  was  not  prepared 
to  take  the  action  that  had  been  suggested. 


Umltad  Liability  It  is  reported  that  during  the  first  half 
la  eermany.  of  the  current  year  lao  new  companies 
were  registered  in  Germany,  with  a  total  capital  of 
^11,400,000,  as  compared  with  192  companies  and 
;fi9,30o,ooo  in  the  year  1905.  The  figures  show  a 
notable  increase,  which,  if  maintained,  should  bring 
1906  well  ahead  of  its  predecessor,  but  even  then  the 
records  of  previous  years  will  not  be  touched.  But 
that  is,  perhaps,  not  peculiar  to  Germany  alone. 


IkmUn  lAU  '^^"nood- Banner,  F.CA.,  M.P., 

AuafaBM  in  giving  evidence  last  week  before  Earl 
Beaucbamp's  committee,  is  reported  to 
have  said  that  he  had  been  a  large  insurer  In  American 
companies,  and  he  thought  there  should  be  more 
definite  responsibility  as  regards  the  statements  made 
by  canvassers,  in  fact,  the  statements  as  to  results  when 
a  policy  was  about  to  be  taken  out  should  be  made  by 
responrable  officials,  for  in  many  cases  the  actual  policy 
was  quite  different  &om  the  terms  upon  which  the 
insurer  was  induced  to  take  it  up.  In  reply  to  Earl 
Beaucbamp's  remark  that  in  that  case  the  policy  need 
not  be  accepted,  Mr.  Harmood-Banoer  pointed  out  that 
the  premium  would  have  been  paid,  and,  although  there 
m^ht  be  a  remedy,  policy-holders  would  have  to  go  to 
America  in  order  to  take  action.  In  some  cases  the 
policy  was  accompanied  by  a  statement  that  the  com- 
pany would  not  be  responsible  for  any  statement  made 
by  its  agent  on  this  side,  and  he  thought  there  ought  to 
be  someone  here  who  could  be  made  responsible,  by 
which  better  security  would  be  given  to  policy-holders. 
The  editor  of  The  Times*  commercial  supplement 
expressed  the  opinion  that  the  Act  of  1S70  should  be 
extended  so  as  to  apply  to  foreign  companies,  especially 
in  regard  to  the  publication  of  accounts  which  should 
relate  to  the  business  done  by  foreign  insurance  com- 
panies in  this  country  as  distinct  from  other  countries. 


_   ^  ^   It  is  reported  that  a  trader  who  was 

Bank  Xatoi  and  ... 
tlM  "Intaeta"    in  the  habit  of  marking  bank-notes  by 

ThAory.         means  of  a  perforating  stamp  recently 

had  such  a  note  returned  to  him  by  his  bankers  with 

the  remark  that  it  was  mutilated.   A  request  for  the 

missing  parts  is  said  to  have  followed,  and  then  a 

solemn  inquiry  as  to  where  the  missing  fragments 

were !   A  contemporary  says  that  since  the  Bank  of 

England  pays  2d.  or  3d.  for  the  printing,  &c.,  of  each 

note,  the  cutting  short  of  its  life  by  means  of  a 

perforated  advertisement  practically  necessitates  the 

Bank  paying  for  the  advertisement. 


Th«Boop«of  contemporary  TA«  Fifwficw/  News, 

an  Anditer's  to  whom  we  referred  in  an  article 
appearing  in  our  issue  of  the  7th  inst., 
has  changed  its  ground  with  regard  to  what  it  is  pleased 
to  call  the  fallacious  character  of  Messrs.  Price,  Water- 
house  &  Co.'s  certificate  as  to  the  general  administra- 
tion of  the  New  York  Life  Insurance  Company.  It 
will  be  remembered  that  in  its  previous  comments,  to 
which  we  then  drew  attention,  this  was  the  very  point 
that  escaped  criticism,  albeit  (as  we  pointed  out)  it  is 
the  one  upon  which,  in  the  nature  of  things,  it  would 
be  most  difficult  for  a  firm  of  auditors  to  form  so 
definite  an  opinion  as  to  justify  them  in  giving  a  certi- 
ficate. Of  coarse,  it  goes  without  saying  that  in  con- 
sidering the  financial  stability  of  any  undertaking  the 
amount  of  its  liabilities,  as  well  as  of  its  assets,  must 
be  taken  into  account,  and  that  in  the  case  of 
a  life  insurance  company  the  assessment  of  its 
liabilities  is  the  work  of  an  actuary,  and  not  of  an 
accountant ;  but  that  in  itself  Is,  of  ctHirse,  no  reason 
why  an  accountant  should  not  certify  as  to  matters 
that  do  come  within  his  cognisance.  If  our  contem- 
porary's object  is  to  discredit  the  position  of  the 
company  referred  to,  it  is  a  matter  which  does  not 
very  particularly  interest  us  one  way  or  the  other,  but 
we  would  suggest  that  its  utterances  would  carry  more 
weight  if  our  contemporary  first  made  up  Its  mind 
what  it  proposes  to  complain  of,  and  what  its  reasons 
are  for  so  doing. 

TlH  DnbiiB  observe  that  The 

Corporation  Municipal  Journal  makes  no  attempt  to 
encourage  the  Dublin  Corporation  in 
its  improper  defiance  of  the  Local  Government  Board 
and  of  the  Irish  Court  of  Kine^s^  Bench.  ,On  the 
contrary,  it  states  that  ©^^SiB^ijiiti^i^^QkSixcns, 
for  the  protection  of  whose  interests  a  pr(^r  audit  ia 


July  21,  igo6. 


THE  ACCOUNTANT 


67 


a  vital  necessity,  can  have  any  sympathy  with  the 
attitude  of  the  Dublin  Corporation,  and  it  is  to  be 
hoped  that  that  authority  will  now  reconcile  itself  to 
the  inevitable,  and  not  only  cease  to  obstruct  Mr. 
Dmry,  Init  proceed  to  give  effect  to  those  reforms 
which  his  criticisms  rendered  necessary.  It  would 
almost  seem  that  the  real  object  of  this  controversy 
has  been,  not  to  protest  against  an  unsatisfactory  or 
illegal  form  of  audit,  but  to  divert  attention  from  the 
manner  in  which  the  finances  of  the  Corporation  have 
been  mismanaged  in  the  past,  and  the  true  position 
mthheld  by  the  issue  of  inaccurate  accounts. 


Lord  Goschen's  remarks  at  the  recent 
jubilee  dinner  of  the  National  Discoant 
Company  bring  forward  again  the  all  Important  ques- 
tion as  to  the  soffidency  of  our  gold  reserves.  It  was 
only  to  be  expected  that  so  prudent  a  man  of  finance 
as  Lord  Goscben  should  be  in  favour  of  larger  stocks 
of  goM,  and,  as  he  said  with  customary  lucidity,  the 
problem  was  one  of  ways  and  means  rather  than  of 
abstract  principles.  Amid  all  the  technicalities  that 
snmnmd  the  sulgect  (with  which  we  need  not  burden 
our  readers)  the  plain  fact  remains  that  all  liabilities 
that  are  undertaken  by  the  banks  and  every  trans- 
action throughout  the  vast  volume  of  British  commerce 
must  be  nltimately  dependent  on  payment  in  gold. 
Furthermore,  as  Lord  Goschen  said,  a  larger  reserve 
in  gold  meant  an  increased  cost  to  somebody  or 
other.  If  a  certain  amount  of  cash  were  to 
be  kept  employed  for  emergencies  somebody  must 
lose  the  interest  upon  that  cash.  Who  was  to  lose 
it  ?  There  was  the  great  question ;  and  because 
we  coold  not  settle  that  question  amongst  ourselves  we 
sfaoutd  drift  on  probably  from  year  to  year  without 
much  being  done  to  remedy  that  which  he  considered 
to  be  an  unsatisfactory  podtion.  It  was  not  only  a 
banking  question ;  it  was  a  national  question.  It  was 
to  be  deplored  that  if  any  great  crisis — a  war  or  any 
great  catastrophe  of  that  kind — were  to  fall  upon  this 
country  we  should  be  found  with  so  small  a  stock  of 
gold  as  that  which  we  at  present  possessed.  The 
speaker  hinted  at  three  sources  of  possible  remedy. 
Firstly,  the  ordinary  banks  might  keep  larger  reserves ; 
secondly,  the  Bank  of  England  might  increase  its 
stock  of  gold;  and  thirdly,  the  Government  might 
tnj;jii»ain  a  Tieasury.  There  also  might  be  a  comlnoa- 
tioo  of  an  these  schemes.  It  will  naturalfy  be  expected 
that  the  banks  will  settle  the  question  for  themselves, 
althoo^  it  seems  as  if  they  would  be  helped  by  legisla* 


tion  in  some  slight  degree,  and  there  is  indeed  no  lack 
of  talent  in  the  banking  and  financial  circles  quite 
capable  of  handling  the  problem.  It  may  be  that  the 
difficulty  is  the  old  one  of  "  too  many  cooks,"  but  in 
the  interests  of  commercial  supremacy  it  Is  to  be  hoped 
that  sooner  or  later  something  will  be  done  to  secure 
the  proper  maintenance  of  the  reserves  upon  which  the 
whole  fabric  of  our  credit  rests,  and  there  seems  to  be 
no  very  forcible  reason  why  bank  shareholders,  of  all 
members  of  the  community,  should  alone  be  expected 
to  pay  the  piper. 

Bctind  Offloiai   A  Birmingham  contemporary  is  respou- 
ProfftMionai     ^^^^  statement  that  after  a 

Praotia*.  short  rest  Mr.  Luke  J.  Sharp,  who 
after  serving  as  Official  Receiver  for  the  Birmingham 
District  from  the  commencement  of  the  Bankruptcy 
Act,  1883,  to  practically  the  present  time,  and  who  was 
a  ftw  weeks  since  compulsorily  retired  on  a  pension  on 
attaining  the  age  of  65,  has  joined  his  son  and  partner 
in  practice  under  the  style  of  Sharp,  Sparshott  &  Co. 
The  late  Official  Receiver  bad  formerly  been  in  practice 
with  his  brother,  the  late  Mr.  E.  M.  Sharp,  in  the  firm 
which  was  subsequently  known  as  Sharp,  Parsons  & 
Co.,  one  of  the  most  celebrated  firms  of  Chartered 
Accountants  in  Birmingham,  and  from  the  tribute 
which  we  paid  to  Mr.  L.  J.  Sharp  upon  retirement 
fi-om  his  office  as  Oificial  Recover,  it  will,  we  feel  sure, 
be  readily  gathered  that  we  hold  him  personally  in  the 
highest  esteem.  We,  however,  think  that  a  man  who 
has  been  retired  from  the  public  service  on  the 
ground  of  advancing  years,  and  is  in  receipt  of  a 
Government  pension,  ought  not  to  enter  into  active 
competition  with  other  members  of  bis  profession, 
in  that  in  the  nature  of  things  he  cannot  do  so  upon 
anything  like  an  equality  of  opportunity.  He  brings 
to  that  profession  an  assured  income  derived  from 
his  pendou,  which,  we  imagiue,  it  can  hardly  be  said 
was  given  him  for  any  other  reason  than  to  maintain 
bim  in  retirement;  and  he  also  brings  with  him  a 
certain* amount  of  (clat  and  position  as  a  retired 
Government  otHcial,  which — however  tmreasonably — 
will  in  the  minds  of  many  persons  be  regarded  as 
placing  bim  in  front  of  those  whose  actual  experience 
in  public  practice  may  be  equal  to,  or  even  greater 
than,  bis  own.  Competition  under  such  circumstances 
can,  we  feel,  only  be  unfair;  while  we  cannot  help 
thinking  that  it  is  difficult  for  a  man  to  justify  the 
acceptance  of  a  pension  out  of  public^nnds  save  as  a 
means  of  enabling  him  tcD^Vftdbib^llul^ipi^^ears 


68 


THE   ACCOUNTANT  July  21,  1906. 


in  comfort  without  being  obliged  to  compete  with 
others  who  do  not  possess  the  same  advantage.  We 
entirely  sympathise  with  the  view  ot  an  energetic  and 
strenuous  man  that  65  years  is  altogether  too  early 
an  age  to  atwtain  from  work,  but  there  are  many 
opportunities  calling  for  the  public  and  didnterested 
services  of  a  thoroughly  capable  business  man  which 
do  not  oblige  him  to  embark  upon  competition  with 
others  upon  unequal  terms. 


iDOther  ^®  understand  that  a  provisional 
tntoraiiM  agreement  has  been  entered  into  by  the 
AmaUanation.  directors  of  the  United  Kingdom  Tem- 
perance and  General  Provident  Institution  and  the 
directors  of  the  Star  Lifie  Assurance  Society  for  the 
amalgamation  of  these  two  businesses,  and  that  an 
agreement  to  that  effect  will  shortly  be  submitted  to 
each  Society  for  approval.  If  the  agreement  be 
carried  through,  the  combination  will  be  one  of  the 
largest  that  has  yet  taken  place,  the  total  funds  of  the 
two  offices  being  nearly  fifteen  millions  sterling,  and 
their  annual  income  in  excess  of  ;£^i,6oo,ooo. 


without  providing  the  least  assurance  that  they  will 
fuliil  the  obligations  which  they  undertake. 


FmifD  Ute  ^  question  which  was  put  to  the  Presi- 
lunnuKM  dent  of  the  Board  of  Trade  a  few  days 
OonyanlM.  gj^^.^  relative  to  the  retirement  of  the 
Mutual  Reserve  Life  Assurance  Company  of  New 
York  from  this  country,  taking  with  it  its  twenty 
thousand  pounds  deposit,  is,  we  think,  chiefly  of 
interest  as  showing  the  danger  that  attaches  to  the 
institution  of  regulations  which— while  th^  appear  to 
salegnard  the  public — have  little  or  no  practical  value 
for  that  purpose.  As  Mr.  Lloyd-George  pointed  out  to 
his  inquirer,  the  company  in  question  has  given  up  its 
London  office.  As  required  the  Life  Assurance 
Companies  Act,  1870,  the  sum  of  twenty  thousand 
pounds  was  deposited  with  the  Court  of  Chancery  by 
the  company  when  commencing  business  in  this 
country  in  1886,  but  was  withdrawn  in  January  latit  by 
order  of  the  Court  and  in  accordance  with  the  Act 
mentioned,  which  provides  for  the  repayment  of  the 
deposit  as  soon  as  a  company  has  accumulated  out  of 
premiums  the  sum  of  forty  thousand  pounds.  It  will 
be  but  a  poor  consolation  to  the  British  policy-holders 
of  this  company  to  know  that  it  has  accumulated  forty 
thousand  pounds  out  of  premiums  now  that  the 
amount  so  accumulated  has  been  withdrawn.  The 
incident  is  only  another  example  of  the  way  in  which 
foreign  companies  carry  on  business  In  this  country 


TiM 


On  the  occasion  of  his  leaving  East- 
Cardifr  Boronfh  bourne  to  take  up  the  appointment 
TrmarAnhip.  Borough    Treasurer  of  Cardiff, 

Mr.  J.  W.  Allcock,  F.S.A.A.,  was  presented  with  a 
framed  addrees,  a  handsome  silver  salver,  and  four 
alver  candlesticks  by  the  Eastbourne  councillors  and 
officials.  In  this  connection  it  is  somewhat  hnmorons 
to  learn  that  the  Mayor  of  Kobe,  in  Japan,  has  recently 
written  to  the  Lord  Mayor  of  Cardiff  stating  that  having 
heard  of  the  excellent  manner  in  which  the  afiidrs  of 
that  municipality  are  managed,  he  would  be  glad  if  the 
Lord  Mayor  would  kindly  forward  him  firom  time  to 
time  copies  of  any  documents  that  are  likely  to  prove 
either  interesting  or  instructive  to  Cardiff's  Japanese 
admirers.  This  would  appear  to  be  one  of  the  few 
cases  in  which  the  Japanese  have  proved  themselves  to 
be  ill  informed,  for  certainly  there  is  little  in  the  past 
municipal  life  of  Cardiff  to  call  for  either  emulation  or 
respect.  With  the  advent  of  Mr.  Allcock,  however, 
doubtless  a  new  era  will  be  opened  up,  so  that  the 
application  of  the  Mayor  of  Kobe  may  perhaps,  after 
all,  be  taken  as  an  intelligent  anticipation  of  coming 
events. 


Current  Xaw. 

Administrations. 
Rc  the  Estate  of  David  Moses  (dec.) ;  VaUntine 
V.  Moses.  Swinfen  Eady,  J. 

On  a  summons  for  directions  as  to  whether  certain 
leaseholds  left  by  [he  testator  should  be  sold,  as  being 
property  of  a  wasting  nature  under  the  rule  iu  Howe  v. 
Lord  Dartmoitlli,  held  that  the  property  in  question 
being  situated  in  the  Transvaal  Colony,  the  application 
should  be  made  to  the  Transvaal  Courts.— (]riff»s, 

July  13-) 


Company  Law. 
Blake  v.  Smitker.  Kekewlch,  J. 

Held,  that  where  the  rules  of  an  unregistered  friendly 
society  make  no  provision  for  its  dissolution,  the  Court 
has  jurisdiction  to  order  a  winding-up,  but  will  not 
do  so  unless  there  is  a  practical  impossibiUty  of  the 
society  continuing.— (rig^Jfcluly  464 v>  ^^S^*^ 
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/»  re  Jackson  &  Bassford^  Lim.  Buckley,  J. 

Held,  that  a  debenture  issued  by  an  insolvent  com- 
pany to  its  "  permanent  director  "  about  fourteen  days 
before  the  commencement  of  the  winding-up  ol  the 
company,  in  pursuance  of  an  antecedent  agreement, 
was — ^in  the  circumstances  of  this  case — a  fraudulent 
preference  within  the  meaning  of  Section  164  of  the 
Companies  Act,  1862. — (Times,  July  18.) 


Cottesponbence  and  BnqatcieB- 

All  Gooimaiilcatloa*  t*  the  Editor  sboald  be 
by  letter  only. 


\W£  art  mi  all  tiaus  ready  I0  insert  eorrtsfamdenee  m 
wtatttn  «/  MirMf  U  Ike  PrtfetHMt  hutwedanMof  emne 
kald  aurselves  in  amy  way  resfonsihU  for  Ihi  epinions  | 
exfresMid  ty  amr  (orresfondtntj.    Correspmdtnc*  intended  . 
far  emrremt  issue  amst  reaek  mt  at  the  latest  by  Wednesday  I 
aftermaom;  and  must  in  all  eases  be  atcem^anied  by  tke 
mswee  amd  address  of  earresfendents,  not  necessarily  far  ^ 
pmilitatiam,  tml  as  a  gmarantu  of  good  faitMJ] 

Capital  Expenditure  and  Discounts: 
Apportionment. 

{To  tke  Editor  of  The  Accountant.) 
Sir, — I  shall  be  much  obliged  if  you,  or  any  of  your  ' 
readers,  will  kindly  advise  roe  upon  the  following  two 
points: — 

(1)  A  limited  company  purchased  plant  and 
machinery  for  capital  parposes,  and  by  paying  for  them 
before  a  certain  date  earned  a  discount  of  (say)  ;£'50o. 
Should  this  discount  be  credited  to  the  Plant  and 
Machinery  Account,  and  thus  reduce  the  capital  value  ' 
of  this  asset  in  the  books  of  the  company,  or  would  it 
be  qnite  correct  to  credit  the  £^f3o  to  Profit  and  Lobs 
Account  ? 

(3)  The  Apportionment  Act,  1870,  Section  6. — The 
tenant'for-life  of  a  settled  estate  died  on  the  8th  January 
1906,  having  paid  all  the  fire  insurance  premiums  on 
the  property  for  the  year  ending  25tb  December  1906. 
Do  I  interpret  the  above  section  of  the  Act  of  1870 
correctly,  by  assuming  that  the  new  tenant-for-life  1 
cannot  be  chafed  with  the  proportion  of  the  premium 
kam  the  8th  January  to  the  25th  December  1906, 
althoogh  he  had  the  benefit  of  the  policies  for  that 
period? 

Yours  truly, 

14^  July  1906.  F.  R.  &1.  ' 


[(t)  It  depends  on  the  company's  memorandum  and 
articles :  probably  the  500  is  legally  divisible,  (a)  The 
Act  does  not  apply  here. — Ed.  Acct^ 


Points  in  Insolvency  Law. 

[The  practice  referred  to  does  not  solely  arise  under 
the  Debtors  Act,  Section  5,  but  under  that  Act  and  the 
Bankruptcy  Act,  1883,  Section  103  (5),  which  is  as 
follows  :— "Where  under  Section  5  of  the  Debtors  Act, 
"  1S69,  application  is  made  by  a  judgment  creditor  to  a 
"  Court  having  bankruptcy  jurisdiction  for  the  com- 
"mittal  of  a  judgment  debtor  the  Court  may,  if  it 
"  thinks  fit,  decline  to  commit,  and  in  lieu  thereof,  with 
"the  consent  of  the  judgment  creditor,  and  on  pay* 
"  ment  by  him  of  the  prescribed  fee,  make  a  receiving 
"  order  against  the  debtor.  In  such  case  the  judgment 
"  debtor  shall  be  deemed  to  have  committed  an  act  of 
"  bankruptcy  at  the  time  the  order  is  made." 

In  Xenos  v.  WicMiam  (L.R.  2,  H.L.  296)  the  principle 
was  recognised  that  an  offer  made  by  deed  is  irre* 
vocable,  and  that  even  though  not  communicated  to 
the  offeree  it  remains  open  for  bis  acceptance  on  his 
becoming  aware  of  its  existence.  It  would  therefore 
seem  that  a  deed  executed  as  suggested  m)uld  be 
sufficient  to  protect  the  property  against  execution  at 
the  instance  of  any  creditor  who  does  not,  on  hearing 
of  the  existence  of  such  a  deed,  expressly  repudiate  it. 

Lawrence,  at  p.  10,  5th  Ed.,  says,  in  accordance  with 
the  above,  that :  "  Execution  by  a  creditor  is  not 
>«  necessary,  fw,  as  was  said  by  Lord  Cottenbam  in  the 
"  case  of  Jerrard,  ex  parte  ChamherSy  In  re  (3  Deacon  17), 
"it  is  a  known  rule  that  all  the  creditors  of  an 
**  insolvent  need  not  actually  sign  a  composition  deed  ; 
"  but  if  they  concur,  and  act  under  it,  the  Court  will 
"  consider  it  as  obligatory  as  if  they  had  signed.  It  is 
"  obvious,  however,  that  it  is  not  safe  either  for  debtor 
"  or  creditor  to  rely  on  such  constructive  accession  in 
"  place  of  signature  or  written  assent,  for  the  debtor 
"  may  find  himself  sued  by  a  creditor  whom  he  thought 
**  to  be  assenting  to  the  deed,  while  a  creditor  may 
*<  discover  that  what  he  considered  to  be  accession 
"  does  not  in  the  opinion  of  the  Court  of  Equity 
"  entitle  him  to  a  share  in  the  deed."--OuR  Legal 

CONTKIBUTOR.] 


{To  the  Editor  of  The  Accountant.) 
Sir, — In  reply  to  youi^ correspondent  "  Lancashire," 
as  to  the  first  point  there  are  no  "  principles  "  relating 
to  the  exercise  of  the  Couin^d^^iooj of 
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[ffocedure  is  that  where  a  judgment  creditor,  for  any 
sum,  applies  under  Section  5  of  the  Debtors'  Act,  1869. 
for  a  committal  order  against  a  jadgment  debtor,  the 
Court  may,  in  lieu  of  committing  the  debtor  to  prison, 
make  a  receiving  order  under  Section  103  of  the  Bank- 
ruptcy Act,  1883,  on  the  creditor  consenting  and  paying 
the  prescribed  fee  of  £10,  la  such  a  case  the  debtor 
Is  deemed  to  have  committed  an  act  of  bankruptcy,  and 
by  Section  20  of  the  Bankruptcy  Act,  1890,  the  "relation 
back  "  section  (Section  43)  and  also  Section  48  of  the 
Bankruptcy  Act,  1883,  applies,  as  if  the  debtor  had 
been  adjudicated  bankrupt  on  a  petition. 

I  know  of  no  case  dealing  with  his  second  point,  but 
be  seems  to  confuse  two  dktinct  things.  A  judgment  Is 
issued  against  the  property  of  the  debtor,  and  if  at  the 
time  of  the  levy  the  goods  have  ceased  to  be  the 
property  of  the  debtor,  by  reason  of  the  asdgnment 
(subject  to  Section  26  of  the  Sale  of  Goods  Act,  1893), 
there  are  no  goods  of  the  debtor  upon  which  to  levy. 

The  assent  of  a  creditor  to  a  deed,  or  communication 
of  the  existence  of  a  deed  to  a  creditor,  only  affects  the 
right  of  the  debtor  to  revoke  the  assignment ;  but  until 
revoked  or  voided  by  non-registration,  the  assignment 
is  good  to  defeat  an  execution  even  though  no  creditor 
has  assented  and  the  existence  of  the  deed  has  net 
been  communicated  to  any  creditor. 

Your  correspondent  might  refer  to  Harland  v.  Binks 
(15  Q.B.D.,  N.S.  713)  and  Hale  v.  Mttropolitan  Co.  (28 
L.J..  Ch.  777). 

Yours  truly, 

T^hjuly  1906.  DAVID  P.  DAVIES. 


(Tp  tkt  Editor  of  Tht  Acenmtant.} 
Sir, — In  answer  to  the  inquiry  raised  by  your  corre- 
spondent "Lancashire"  with  regard  to  a  deed  of 
assignment,  I  venture  to  express  my  opinion  on  the 
position  as  follows : — 

Prior  to  October  1904  deeds  of  assignment  could  be 
registered  without  the  signature  of  either  the  trustee 
or  any  creditor,  although,  of  course,  a  full  list  of  the 
creditors  has  always  been  necessary  as  part  of  the 
debtor's  affidavit.  Snce  October  1904  it  has  been 
necessary  for  the  trustee  to  execute  the  deed  before 
r^stration,  but  as  yet  there  is  no  necessity  for  any 
creditor  so  to  do. 

When  the  question  of  protection  horn  execution  is  to 
be  considered  the  circumstances  are  slightly  different. 
In  order  to  protect  the  assets  against  execution  a  deed 
of  assignment  must  be  irrevocable,  except  by  bank- 
ruptcy procedure,  and  in  order  to  render  snch  a  deed 


irrevocable  at  least  one  creditor  should  have  assented  to 
the  deed.  This  assent  may  be  given  either  in  writing  or 
verbally.  The  case  osoally  quoted  in  this  connection 
is  Harland  v.  Binks  (1851,  15  Q.B.  713).  Thus  there  is 
no  necessity,  for  the  purpose  of  registration,  for  either 
the  verbal  or  written  assent  of  a  creditor,  but  for  the 
purpose  of  protection  against  execution  at  least  one 
creditor  should  have  assented  to  the  deed  dther 
verbally  or  in  writing. 

Yours  faithfully, 
Liverpool,  lythjuly  1906.  S.  S.  DAWSON. 


What  Is  a  Check  Flgnre? 

{To  the  Editor  of  The  Accountant.) 

Sis,— The  "  Check  Figure  "  System,  referred  to  on 
page  37  of  your  last  issue,  and  on  which  you  desire 
information,  is  ingenious,  but  not  a  valuable  aid  to  the 
professional  accountant. 

To  a  man  who  can  add  figures  with  fair  accuracy  it 
appears  to  be  more  of  a  hindrance  than  a  time  saver, 
but  to  those  who  are  inaccurate  it  may  prove  a 
blessing. 

The  system  is  based  apon  the  scales  of  notation. 

A  code  number  is  found  which,  applied  to  any 
number  of  items  of  any  amount,  is  always  correct.  As 
each  item  is  entered  In  the  Day  Book,  ike,  the  code 
number  for  the  item  is  set  against  it,  and  when  the 
item  is  posted  to  the  Ledger  the  code  number  is  posted 
at  the  side  of  it. 

The  aggregate  amount  of  the  items  <^  £sd  should 
then  agree  with  the  aggregate  of  the  code  figures— 
when  both  aggregates  are  properly  reduced  to  their 
code  figure ;  if  they  do  not,  the  postings  are  wrong. 

There  are  two  ways  of  finding  the  code  figm« :  the 
first  involves  reduction  of  pounds  and  shillings  to 
pence,  and  is  too  lon^ ;  the  second  takes  advantage  of 
the  relation  of  pounds,  shillings,  and  pence,  and  greatly 
simplifies  the  calculation. 

I  saw  the  system  and  Icund  out  the  method  of  work- 
ing it,  but  do  not  think  it  fair  to  disclose  it  publicly. 

The  foregoing  only  applies  to  checking  the  accuracy 
of  additions,  which  anybody  reasonably  accurate  can 
do  with  an  up-and-down  cast. 

From  this  week's  advertisement,  Mr.  Fring  appears 
to  have  adapted  his  system  to  detecting  items  posted 
to  wrong  accounts ;  if  he  can  do  so  readily,  he  baa 
made  a  valuaMe  discovery, 

Yours^faithfuUv, 
im  July  1906.  Digitized  by  CjOO^(3".  L. 
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{To  Iki  Editor  of  Tit  AteouHtata.) 

Sir, — In  response  to  the  invitation  contained  on 
p.  37  of  your  issue  of  July  Z4tb,  I  beg  to  offer  a  brief 
description  of  how  a  check-figure  system  is  practically 
applied  in  posting  accoant  books,  and  I  do  this  the 
more  readily  because  I  am  in  the  interesting  position  of 
having  purchased,  on  behalf  of  my  company,  the  right 
to  use  both  the  methods  to  which  you  call  particular 
attenticm.  as  well  as  having  taken  a  share  In  a  consider- 
able amount  of  experimenting  in  the  subject  before 
pnrcliasing  either  method. 

There  ate  naturally  differences  in  the  two  systems, 
but,  as  one  of  them  may  not  be  publicly  disclosed,  I  am 
not  able  to  offer  any  comparisons  except  to  say  that  in 
this  matter,  as  is  frequently  the  case,  the  first  cost  is  by 
no  means  the  only  thing  to  be  considered.  The  best 
system  is,  of  course,  that  which  will  enable  the  Ledger 
deric  to  ascertain  the  check  quickly  and  with  the 
minimum  of  efibrt,  and  at  the  same  time  leave  the  least 
amount  of  room  for  {wobable  errors,  but,  whichever 
sjretem  is  adopted,  the  method  of  applying  the  check 
may  be  described  as  follows : — 

The  clerk  who  is  posting  into  the  Ledger  ascertains 
the  check  figure  (which  may  consist  of  one  or  two 
figures,  but  never  more  than  two);  he  calls  out  this 
check  to  the  assistant  who  is  at  the  subddiary  book 
(u..  Day  Book,  Cash  Book,  &c.),  who  records  it  against 
the  proper  item  in  the  book  being  posted  /rom.  These 
check  figores  are  added  up  at  the  loot  of  each  page  of 
the  subsidiary  books,  and  if  they  do  not  agree  with  the 
check  figure  of  the  total  of  the  page,  the  fact  is  revealed 
that  an  error  has  been  made  In  one  or  more  of  the 
poetiogs.  Instead  of  calling  over  the  postings  with  the 
Ledger,  a  very  rapid  comparison  can  be  made  between 
the  amounts  and  the  check  figures  in  the  sabsidiary 
book,  and  the  error  located  to  the  particular  account  in 
which  It  has  been  made.  Thus  the  work  is  proved, 
page  by  page,  of  the  original  books  of  entry. 

Whilst  eq>erimenting  with  check-figure  systems 
generally,  I  made  inquiries  from  several  firms  who 
have  large  numbers  of  Ledgers  in  use,  and  in  each  case 
was  assured  that  they  had  not  had  to  call  over  Ledger 
postings  at  any  balancing  period  since  adopting  the 
particnlar  check  system  in  use. 

The  practical  utility  of  such  methods  is,  therefore, 
folly  assured,  and  it  is  simply  a  question  of  which 
qrstem  to  adopt  to  secure  the  undoubted  benefits. 

The  word  "  it "  to  which  you  call  attention  as  being 
used  in  an  ambiguous  sense,  no  doubt  refers  to  the 
smoont  being  posted,  the  check-figure  of  which  can 


certainly  be  ascertained  mentally  in  no  mora  time  tiian 
it  takes  to  write  down  the  amount  itself. 
I  am,  dear  Sir, 

Yours  faithfully, 

W.  H.  STAFFORD, 
Secretary  Siemens  Dynamo  Workst  Lim. 
London^  ijth  July  1906. 


araduated  Income  Tax. 
{To  the  Editor  of  Tko  Aeeomntant.) 

Sir, — In  answer  to  a  recent  letter  signed  "Fraction," 
it  must  be  remembered  that  my  figures  and  law  only 
refer  to  Pns^. 
The  following  deductions  are  allowed : — 
(I)  The  expenses  incurred  in  making,  securing,  and 

retaining  the  income,  including  town  taxes. 
(3)  All  direct  State  taxes  on  landed  property,  mines, 
and  businesses,  also  such  indirect  chaises 
wfaich  should  be  considered  trade  eapenses. 

(3)  The  annual  deductions  for  wear  and  tear  of 

buildings,  machinery,  &c.,  if  not  already 
charged  as  trade  expenses. 

(4)  Old  age  and  invalid  insurance  premiums  legally 

payable. 

(s)  Accident  and  life  insurance  premiums,  if  they  do 

not  exceed  600,00  marks  per  annum. 
(6)  Interest  on  loans  and  mortgages. 
The  following  must  not  be  deducted  : — 
(i)  All  chaiges  incurred  in  improvii^  the  income, 
payments  for  increaung  the  business,  invest' 
ments  or  amortisation  of  capital. 
(3)  Household  expenses  of  the  taxpayer. 
In  assessment,  the  income  0£  over  goo  marks)  of 
members  of  one  household  is  added  to  that  of  the 
head  of  the  household. 

If  the  income  of  the  head  of  the  household  does  not 
exceed  3000,00  marks  per  annum,  be  is  allowed  to 
deduct  50,00  marks  for  each  child  under  fourteen  years 
of  age,  If  the  child  is  not  separately  assessed. 
A  separate  assessment  must  be  made : — 
(i)  For  wife  permanently  living  apart  from  hud>and. 
(3)  Children  or  other  members  of  the  household  if 
they  obtain  an  income  not  under  the  control 
of  the  head  of  the  house,  whether  in  his  busi- 
ness or  from  other  sources. 
In  the  assessment  the  total  income  must  be  stated 
from  all  sources. 
Fixed  incomes  must  be  stated  at  the  exact  amount ; 
I  varying  incomes,  including  tkuble  incomes  of^limltdd 
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liability  companies,  must  be  stated  according  to  the 
average  of  the  last  three  years. 

Yours  faithfully, 
Berlin,  lothjuly  xgo6.    ERIC.  L.  HEATHCOTE. 


Vacant  Auditorship. 

CTfi  tht  Editor  of  The  Accountant.) 
Sis, — I  shall  be  obliged  if  you  or  any  of  your  readers 
can  tell  me  the  usual  practice  adopted  when  an  auditor 
dies,  after  completing  an  interim  audit  of  a  company's 
boolcs,  and  another  is  appointed  for  the  remainder  of 
the  year : — 

(i)  Ib  it  usual  for  the  incoming  auditor  to  re-check 
the  books  checked  by  the  deceased  auditor  if  the  latter 
is  a  qualified  man  ? 

(3)  Have  the  outgoing  (deceased)  auditor's  represen- 
tatives a  legal  claim  against  the  company  for  charges 
in  respect  of  the  portion  of  the  audit  completed,  the 
auditor  being  appointed  for  the  year  ? 

Yours  faithfiilly, 

July  17th  1906.  AUDITOR. 


Treatment  of  Loama  made  prior  to  Incorporation 
of  Company. 

(T9  tkt  Edit»  9f  TU  AecMHtant.) 

Sir, — Referring  to  the  letter  of  "  Anaca,"  p.  12,  issue 
of  7th  July  1906,  if  the  X.  V.  Z.  Co.,  Lim.,  was  not 
incorporated  until  iith  February  1906  it  did  not  exist 
before  that  date,  and  therefore  could  make  no  profit  or 
loss  firom  the  3i8t  March  1905  to  nth  February  1906. 
Any  profit  or  loss  made  between  those  dates  should  be 
ascertained  and  be  added  to  or  deducted  from 
goodwill. 

If  the  vendors  wish  to  bear  the  loss  by  surrendering 
shares  allotted  to  them  they  should  most  certainly  be 
allowed  to  do  so,  as  they  do  not  appear  to  have  "  sold 
the  company  a  gold  mine,"  but  the  company  will 
probably  have  to  obtain  permission  to  reduce  capital 
before  they  can  do  so. 

Why  do  the  directors'  salaries  and  fees,  &c., 
commence  prior  to  the  incorporation  of  the  company  ? 

Yours  truly, 

lUhJuly  1906.  H.  T.  L. 

Sale  of  Undertaking  to  Local  Authority. 

(T»  ike  Editor  of  Tht  AccouHttwt.} 
Sir, — I  should  be  pleased  to  have  your  opinion  or 
that  of  your  readers,  through  the  medium  of  your 
valuable  pnblicaiion,  upon  the  following  matter : — 


Some  years  ago  I  purchased  shares  In  a  water  com- 
pany for  which  I  paid  considerably  above  par.  It 
has  now  been  decided  by  a  general  meetii^  of 
shareholders  that  the  directors  of  the  company  be 
empowered  to  transfer  the  concern  to  the  town  cor- 
poration, who  purpose  issuing  share  capital  to  the 
present  shareholders,  which  although  in  value  will 
exceed  the  par  of  original  shares,  and  will  yield  divi- 
dend equal  to  that  which  I  have  been  receiving,  yet 
will  be  considerably  less  in  value  than  what  I  originally 
paid,  and  unless  the  shares  advance  after  the  transfer 
I  stand  to  lose  heavily.  Can  I  compel  the  company  to 
pay  me  the  full  amount  which  I  gave  for  my  shares 
before  the  transfer  takes  place,  or  have  I  no  redress 
and  must  accept  what  is  offered  me  in  exchange  with  a 
good  grace  ? 

Yours  truly, 

July  izth  1906.  UBIQUE. 
[It  depends  entirely  upon  the  company^s  regulattoQS, 
as  to  which  our  correspondent  is  silent. — Ed.  Acct."] 


Aeetinos  roc  tbe  ensufno  mtefu 


Monday  —  Institdte   of   Cmarterbd    Accoontants. — 
Parliamentary  and  Law  Committee,  at  2  p  m. 

Tiusiay  ~~  Ihstitittb    of    Chartbrbd   Accountants. — 

General  Purposes  Committee,  at  3  p.m. 

Thursday  —  Institote  of   Chartbrso  Accountants.  — 
Investigation  Committee,  at  3  p.m. 


Ube  ^ncorpocate^  ^netitnte  of 
accountants,  vnctotia. 


REPORT  AND  ACCOUNTS 

Presented  at  the  Twentieth  Annual  General  Meeting 
of  members  held  on  20th  June  1906. 

The  Council  has  now  to  submit  to  the  memberi  its 

Report  for  the  year  ended  30th  April  1906,  together  with 
the  Balance  Sheet  and  Revenue  Account,  duly  audited, 
and  in  doing  so  would  point  out  that  the  Institute  has  now 
completed  its  twentieth  year. 

The  Council  has  held  11  meetings  during  the  year,  and 
members  of  Council  have  been  called  to  the  number  of 
Committee  meetings  shown  opposite  their  names.  The 
attendances  at  both  ^'^'"^fAi^^^^P^^t^<(3'9f^*  are 
shown  in  the  following  tabu : —  O 
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Council  Cwnmittea  Committee 
Altendancra.    Calls,  Attendances. 


B^foor  Melvilb  R  A  A 

V^K^AVMH    0avlvUJV|    AV«   t^m    ^Km      «  ■ 

10 

10 

9 

II 

20 

*5 

Clerelaod  A  \V 

7 

37 

20 

ri*!! ml  1 J  lit     \Ji7    iitnt          m  wiaaI- 

mff^  Tt^lrl  tfliiniHT  lifitt  i fJt 
ifdu  uunng  uia  icrm  en 

office) 

3 

4 

7 

17 

10 

0 

7 

7 

17 

Meodell.  W   G    fnnt  nf  n 

meetiofts  beld  during  his 

term  of  ofBoe) 

A 

Q 

I 

MorUy,  A.  C  

10 

26 

16 

Norton,  C.  B.  

10 

12 

12 

8 

10 

6 

Strangward,  W.  O  

10 

10 

9 

Wamock,  S.  J  

10 

13 

10 

WBsoo.  F.  H  

8 

2 

2 

Woodwd,  T  

9 

2 

2 

Leave  of  absence  was  granted  to  Messrs.  Balfour  Mel- 
ville. Holmes.  Uorley,  Smith,  Strangward,  and  Warnock 
from  one  meeting  each ;  to  Messrs.  Howden.  Meudell, 
Wilson,  and  Woodward  from  two  meetings  each ;  and  to 
Messrs.  Cleveland  and  Higgins  from  four  meetings  each. 
Registtr  of  Members, 

Tbe  names  erf  the  following  deceased  members  have  been 
removed  from  the  Register,  viz. : — Mr.  E.  P.  Hastings  and 
the  Hon.  Edward  Langton,  both  founders  of  the  Institute 
aod  ez-members  of  Council,  Mr.  Langton  having  held 
(be  office  of  Presideat,  and  Mr.  Hastings  that  of  Vice- 
President;  Mr.  D.  Herald  and  Mr.  M.  A.  Ridge,  both 
Fellows  of  the  Institute ;  and  Mr.  N.  R.  Wright,  an 
Associate  of  only  a  few  months'  standing.  The  names  of 
two  Fellows  have  been  struck  ofi  for  non-payment  of  their 
sobso^itions. 

One  Fellow  has  been  admitted  ad  eundem  ttatum,  and  42 
Associates  and  13  Licentiates  have  been  admitted  by 
examination. 

At  Uw  close  of  the  year  the  Register  contained  the  names 
of  330  members,  ctf  whom  105  were  Fellows,  300  Associates, 
13  Licentiates,  five  Corresponding  and  seven  Honorary 
Members,  an  increase  of  49  being  shown  for  the  year. 

ExamintUions. 

At  tbe  Final  Examination  held  in  November  last  43  can- 
didates presented  themselves  for  all  the  subjects,  whilst 
seven  came  up  for  bookkeeping  and  auditing  only 
and  17  for  bookkeepiog  only,  these  having  previously 
paTWwi  in  the  other  prescribed  subjects.  Of  the 
total  of  67  candidates,  37  succeeded  in  passing,  and 
15  of  those  who  failed  were,  on  the  recommendation  of  the 
Examining  Committee,  granted  permission  to  come  up  at 
a  sebseqnent  examinatioD  in  the  subject  of  auditing  only. 


For  the  Intermediate  Examination  in  November  67  can- 
didates presented  themselves,  of  whom  36  were  inccessful 
in  passing;  one  candidate  came  up  for  the  Preliminary 
Examination,  and  succeeded  in  all  his  subject!. 

At  the  request  of  the  Incorporated  Institute  of  Account* 
ants  of  New  Zealand,  the  Council  agreed  to  make  the 
examination  papers  set  for  the  usual  April  examination 
available  for  candidates  for  admission  ioto  the  New 
Zealand  Institute,  except  those  on  subjects  governed  by 
local  legislation.  The  examination  was  held,  practically 
simultaneously,  in  Melbourne  and  at  the  various  centres 
in  New  Zealand,  the  answers  to  the  papers  set  in  Mel- 
bourne being  forwarded  here  to  be  dealt  with  and  assessed. 
Owing  to  the  short  notice  that  could  be  given,  only  39  can- 
didates for  the  Final  and  15  for  the  Intermediate  8ub> 
mitted  themselves  in  Melbourne,  and  out  of  the  29  Final 
candidates  only  seven  took  the  full  number  of  subjects,  the 
remainder  coming  up  in  single  subjects  to  complete  their 
examination. 

The  Examining  Committee  is  now  fully  engaged  in  the 
task  of  dealing  with  all  these  papers,  and  hopes  at  an  early 
date  to  be  in  a  position  to  make  its  report. 

The  number  of  applications  of  all  classes  received 
during  the  year  was  95,  distributed  as  follows : — 
For  Admission  as  a  Fellow  , ,  , .  i 
For  Advancement  to  Fellowship  . .  5 
For  Admission  as  Associate  . .  . .  14 
For  Admission  as  Licentiate  . .  . .  8 
For  Admission  to  the  Examinations    . .  67 

Total      ..      ..  95 
Parliamentary  and  Law  Committee. 

Early  in  the  year  a  copy  of  a  Bill  introduced  into  Parlia- 
ment by  the  I'asmanian  Government,  to  provide  for  the 
registration  of  persons  practising  as  accountants  in  Tas- 
mania, was  received.  The  Council  thoroughly  approved  of 
the  general  principles  of  the  Bill  and  had  some  opportuni- 
ties of  expressing  its  approval,  but  as  some  of  the  Bill's 
provisions  appeared  likely  to  hinder  a  Victorian  account- 
ant from  undertaking  any  accountancy  or  auditing  work 
in  Tasmania,  the  Council  made  representations  on  the 
point,  aod  received  satisfactory  assurances  that  if  the  Bill 
were  proceeded  with  it  would  be  amended  to  meet  the 
objections  taken.  The  Bill  did  not  make  any  progress  in 
the  1905  session  of  Parliament,  but  it  was  stated  that  it 
would  be  brought  forward  on  another  occasion. 

The  Council  learned  from  correspondence  received  from 
South  Africa  that  the  Transvaal  Society  of  Accountants 
had  declined  to  admit  members  of  this  Institute  who  were 
resident  in  the  Transvaal  and  had  applied  for  admission ; 
and  from  a  perusal  of  a  copy  of  the  Socie^'s  bye-laws  it 
appeared  that  its  Council  had  no  option  but  to  refuse  our 
members'  applications.    The  Council^  at  once  •tc^ik  ><8teps 
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to  effectively  represent  to  the  Council  of  the  Transvaal 
Society  the  facts  in  connection  with  the  history  and  stand- 
ing of  the  Institute,  and  requested  the  Council  to 
endeavour  to  have  the  Society's  bye-laws  amended  so  as  to 
enable  the  Society  to  grant  reciprocity  of  admission  to  our 
members.  The  Council  of  the  Society  promised  to  seek 
power  to  admit  the  members  of  our  Institute,  being  resi- 
dents of  tte  Transvaal  Colony,  without  further  examina- 
tion. Advice  has  not  yet  been  received  that  this  promise 
has  been  redeemed,  but  the  Council  is  aware  that  the 
Transvaal  Council  has  had  its  hands  very  full  during  the 
past  year. 

There  is  a  prospect  that  the  Commonwealth  Government 
may,  at  the  request  of  the  States  Govemmenta,  take  up 
the  subject  of  company  and  insolvency  legislation  with  a 

view  to  passing  Federal  Acts  to  supersede  the  State  Acts 
and  make  the  law  on  these  subjects  uniform  throughout  the 
Conunonwealth. 

Under  the  circumstances  the  Council  is  taking  steps  tc 
have  some  preliminary  consideration  given  to  the  subject. 
Proposed  Charter. 

At  the  date  of  the  last  report  it  was  thought  that  the 
most  serious  obstacles  in  the  path  of  the  petition  for  a 
Charter  had  been  surmounted,  although  the  possibility  of 
opposition  from  some  of  the  other  States  was  never  lost 
sight  of :  and  it  was  ascertained  later  that  the  New  Soutb 
Wales  Committee  of  the  £!ociety  of  Accountants  and 
Auditors,  the  Corporation  of  Accountants  of  Australia  (of 
Sydney),  the  Institute  of  Accountants  in  South  Australia, 
and  the  Tasmanian  Institute  of  Accountants  were  all 
opposing  it.  Such  opposing  petitions  as  were  lodged  were 
answered,  but  by  this  time  the  petition  had  reached  suet 
a  stage  that  the  agents  who  had  the  matter  in  hand  in 
London  were  able  to  advise  that,  apart  from  the  opposi- 
tion, there  was  little  hope  of  success.  Members  generally 
will  be  aware  that  the  fact  that  the  Charter  had  been 
refused  was  published  in  the  cabled  news  in  the  daily 
papers  early  in  March,  and  this  was  duly  confirmed. 

From  copies  of  official  correspondence  since  received  il 
has  been  learned  that  the  merits  of  the  case  made  out  by 
the  opposing  petitions  were  not  considered,  and  that  even 
if  the  petition  for  a  Charter  had  been  unopposed  His 
Majesty  would  not  have  been  advised  to  grant  it,  on  the 
grounds  (i)  That  the  object  desired  could  be  accomplished 
by  Act  of  Parliament  of  the  Commonwealth  or  the  State  ; 
and  (a)  That  there  is  no  recent  precedent  for  the  grant  of  a 
Charter  to  a  corporation  such  as  that  which  was  proposed, 
operating  in  the  Colonies. 

Litrary, 

Thirty-three  volumes  have  been  added  to  the  Librai>' 
during  the  year,  including  new  editions  of  Williams'  Law 
of  Executors  and  Administrators  (the  loth),  of  Lindley's 
Law  of  Partnership  (the  7th},  and  of  Smith's  Mercantile 


Law  (the  nth),  and  including  also  Local  Government 
Law  and  Practice,  by  Collins  and  Meaden ;  A  Manual  of 
Local  Government  Law  and  Municipal  Guide  (Vol.  I.), 
by  Morley  and  Holmes;  and  A  History  of  Accounting 
and  Accountants,  by  Richard  Brown,  C.A. 

Mr.  James  Martin,  corresponding  member,  has  con- 
tinued to  present  to  the  Library  the  current  volumes  of  the 
''Transactions"  of  the  London  Incorporated  Accountants 
Students'  Society  and  of  "The  Incorporated  Accountants* 
Journal,"  whilst  the  Registrar  has  presented  the  bound 
volume  of  "The  Secretary."  The  usual  series  of  annual 
publications  has  been  received  from  various  sources,  and 
placed  in  the  Library  without  being  entered  in  the 
catalogue. 

Students*  Society. 

The  eighth  year  of  the  Students'  Society  has  just  closed, 
and  has  proved  one  of  the  most  successful  in  its  history. 
Nine  meetings  were  held  during  the  year,  four  of  which 
wore  devoted  to  the  following  lectures : — 

"Fraudulent  Conveyances  and  Assignments.  By  Mr. 
J.  G.  Latham,  M.A.,  LL.B. 

"Principal  and  Agent."  By  Mr.  A.  C.  Morley,  F.I.A.V., 
B.A.,  LL.B. 

"Capital  V.  Revenue."  By  Mr.  G.  A.  Homemann, 
A.I.A.V. 

"Duties  and  Liabilities  of  Trustees."  By  Mr.  C.  J.  Lowe, 
M.A.,  LL.B. 

The  last  meeting  of  the  year  took  the  form  of  a  mock 
meeting  of  shareholders,  and  proved  very  successful,  the 
members  being  ably  assisted  by  Mr.  T.  Bieatnall.  the 
Society's  President,  and  Mr.  J.  McA.  Howdenj  who  took 
the  position  of  chairman  of  directors. 

Western  Australian  Branch. 

The  branch  in  Western  Australia  has  now  been  fully  con- 
stituted with  a  local  Council  of  five  members,  with  power 
to  set  the  company  and  insolvency  papers  for  local  candi- 
dates and  to  assess  their  answers,  and  authority  to  receive 
all  revenue  derivable  from  Western  Australia.  Mr.  S.  J. 
McGibbon  occupies  the  dual  position  of  Chairman  and 
Secretary,  and  has  generously  donated  his  first  year's 
allowance  to  the  funds  of  the  branch. 

General. 

Mr.  Robertson  Lawson,  C.A.,  of  London,  has  continued 
to  keep  the  Council  informed  on  matters  of  interest  arising 
in  Great  Britain,  and  in  the  year  just  closed  has  rendered 
considerable  assistance  to  the  solicitors  who  had  f:barge  of 
the  petition  for  a  Charter. 

The  Revenue  Account  discloses  a  very  satisfactory 
increase  in  the  funds  for  the  year,  the  sum  of  £11^  5s.  sd. 
being  added  to  the  Accumulated  Fund.  The  amount  paid 
during  the  year  in  connection  with  the  petition  for  a 
Charter  was  £13  os.  lod.,  and  this  has  been  charged  to 
Revenue.  Since  the  year-closed  the  solicitors*  bill  of  costs 
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in  this  matter  hu  been  z«ceived,  and  amounti  to  about 
£mo.  A  considerable  prcqxirtion  ot  this  snm  will  be  borne 
bjr  the  other  parties  to  the  appiicationj  and  steps  are  now 
bung  taken  to  have  the  several  shares  agreed  upon. 

The  following  members  of  the  Coancil  retire  at  this 
moetinff:— Messrs.  T.  Brentnall,  J.  Higgins,  C.  M. 
Holmes,  H.  W.  C.  Smith,  and  S.  J.  Warnock;  and  the 
following  members  have  been  duly  nominated  for  election 
to  the  vacancies  thas  caused,  together  with  that  caused  by 
the  resignation  of  Mr.  W.  Densham :  —Messrs.  T. 
Brcntnall,  J.  Higgios,  C.  M.  Holmes*  A.  R.  Kelsey, 
H.  W.  C.  Smith,  and  S.  J.  Warnock. 

The  Hon.  AndiUm,  Messrs.  T.  McDonell  and  E.  G.  C. 
_  _   Balance  Sheet 

LtaUIUin. 

£  a  d     £  s  d 

Sucdrr  Credilon    53  o  3 

ApptinnU'  DepositB   331   6  6 

SjbscripHons  is  Advance   990 

Euauiutkia  Fees  in  Advance   i  it  fi 

  II   o  6 

AccDmnleted  Fund  *t  vMh  April  1903  . .  1,371  o  7 

AM  Excsw  of  Revenue  ova  Expenditure 

from  Revenue  Account   313  5  5 

■  ■  ■  -■  ■-     1,384  G  o 


Teele  also  retire,  and  Mr.  W.  J.  BIyth  has  been  nominated 
for  election  to  the  <^lce. 

The  Council  recommends  to  the  members  that  one 
Auditor  only,  who  shall  not  be  eligible  for  re*election.  be 
appointed  for  the  future,  and  that  a  fee  of  £$  5s.  be  voted 
as  his  remuneration. 

As  the  nominations  do  not  exceed  the  vacancies  no 
ballot  is  necessary  in  connection  with  the  election. 


C.  B.  NoaTON, 

Fresident. 


17  Queen  Street,  Melbourne. 
31^/  May  1906. 

at  30th  April  1906.  


13  3 


Aatts. 


Cub  In  Hand  .. 
,    at  Bankets 


Investmenfi— 

Deposits  at  Face  Valucv— 

Cominerdal  Bank   . . 

Bank  of  Victoria 

Melbourne  Savings  Dank  . . 
Debentures  at  CoM— 

£.  S.  and  A.  Bank  (£3SS) 

Hstropolttan  Board  Of  Worl 


ork3(£40o) 


£  s  d 
*  '  J 


38?  16 

loB  o 

aio  B 


£  0  d 
177  t  9 


400 


7  I 


Intereit  Accrued 


Sundry  Debtors   

OfBce  Furniture  at  Cost  

Lut  Depreciation  written  off  to  date 


Library,  Melboome,  at  Cost 

a       Western  Australia,  at  Cost 


Ltis  Depreciation  written  oQ  to  date 


1,613  II 

5 

34  4 

4 

373  I 

t 

146  16 

6 

4*5  4 

0 

38  IE 

8 

4»4  IS 

B 

33II  6 

10 

I.«37  15  9 

3  1  8 

123  4  3 

126  a  10 

£3,I6B  13  5 


Vr. 


Kkvendb  Account  for  Year  ended  30th  April  njo6. 


Cr. 


Ta  Rent  108  0  o 


£    s  d    £    tt  d 


SalaiiM 
>  Examioatioas 

.  Asnoal  Ueeting   

.  Footacee,  Telc^one,  Office  and  Sundry  Ex- 
penses   

,  Adreniauig  

.  PilBtinc  and  Stadooary  

.  Stedenta'  Society  

.  Expense^  peid  concerning  Petition  fbrCharter 
.  Ones  FuTidtwe,  10  pec  orat.  Deimoiation  . . 
•  Library  ae> 


Accunslaied  Fund — Surplus  tnasfened 


133  5  o 
43  It  lo 
43  14  3 

68  17  to 
19  18  s 
17  I  1 
4  7  10 


ij  18 

n  3 


431 16 

13  o 


39  I  5 


By  Subscripiioiis— 

So  Follows  at  £2  IS.  . . 
34  .  at  £i  IS.  . . 
133  Assodatn  at  £1  is. 
48  .  at  lOE.  6d. 
3  Licentiates  at  £t  is. 
to       ■        at  loa.  6d. 


484  iB 
313  3 


£fi!)8  3  " 


Certificate  Fees   

Entrance  Fees— 

I  Fellow  , 

I  Associate  (admitted  nrftfKfKffms'afMm)., 

41  Associates  at  £3  2s  

13  Licentiatas  at  £>  ss  


•  DoDKtion  by  Ur.  McGibbon  to  W.  A.  Branch 


£  s 

d 

16B  0 

a 

as  4 

Q 

160  13 

0 

3i  4 

0 

3  3 

0 

5  3 
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loa*  Hi««ucs.  F  I.A.V.,  H«i^*«*r*r. 
ITp.  Bumaioee,  len.,  je«rMror. 

r,  astt  V'V  I9B>- 


Audited  and  found  correct, 
Tkos.  McDo 

E.  TSELB,  A. 
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Single  Bntcv, 


By  ProiiBSSor  Jobbph  Hardcastle,  C.P.A.,  L.H.M. 

Definition  of  words  nsed  in  the  text : — 

Corraspondents. — The  persons  with  whom  (he  proprietor  has 

dealings,  so  as  to  become  his  debtors,  or  his  creditors. 
AeHos. — Any  eotry  showing  a  benefit  to  the  proprietor. 
PassUfi. — Any  entry  showing  a  detriment  to  the  proprietor. 
ilcMvjNM.— Those  aotxranti  over  which  the  propri^v  exercises 

his  CMtroI,  ia.,  the  assets. 
PatrivitUt.—Tba  creditor  correspondents. 
StaHstteaL—AU  Qm  Mcounti  eomprehending  the  Aiseta  and  the 

LlaUlitlas,  dnee  each  of  them  omtalns  the  statistics  of  Its 

own  ralnes. 

Beonomieal.-~'Tb»  accounts  often  called  Nominal  since  Hxvj 
mark  the  progreai,  and  atnow  eqwcially  the  ecoaomj  of  the 
bnsinesB. 


"Single  Entry,"  the  mach  deq>ised  "single entry"  I  I 
can  scarcely  master  ap  the  courage  to  stand  up  in  defence  of 
it.  I  do  not  remember  an  author  wiio  has  bad  much  to  say 
in  its  favour.  The  veiy  name  is  a  misnomer,  and  to  use  it 
shows  our  ignorance  of  its  import.  It  should  be  called,  as 
we  shall  see  later  on,  simple  entry.  And  yet,  in  spite  of 
this  disparagement  of  it,  it  must  have  considerable  merit, 
especially  in  certain  businesses,  or  it  would  have  gone 
out  of  existence  long  ago.  It  is  generally  used  by  the 
small  ret^ler,  and  very  often  by  a  basiness  carried  on  on  a 
most  extensive  scale.  So  much  for  those  businesses  called 
"  undertakings  " — that  is,  businesses  run  for  the  purpose  of 
making  money.  But  when  it  comes  to  those  businesses 
whose  function  is  to  collect  revenue  and  pay  incidental 
expenses  in  order  to  accomplish  under  the  direction  of 
trustees  some  purpose  other  than  that  of  making  money, 
then  the  accounts  are  very  often  kept  by  simple  entry, 
although  they  may  be  kept  by  double  entry ;  and  in  the 
accounting  in  the  Courts  the  presentation  of  these  accounts 
is  by  simple  entry. 

The  Treasury  Accounts  at  Washington,  the  Bank  of 
England  Accounts,  Municipal  Accounts — such  as  those  of 
the  City  of  New  York,  &c.  &c. — are  said  to  be  kept  by 
simple  entry.  The  presentation  to  the  Courts  of  the 
accounts  of  executors  and  of  testamentary  trustees,  of 
assignees,  of  receivers  in  bankruptcy,  and  receivers  in 
general,  are  by  simple  entry. 

Double  entry  is  the  bookkeeping  adapted  to  those  busi> 
nesses  called  "undertakings,"  for  its  power  of  analysis  is 
great,  and  thus  it  gives  a  help  in  the  study  of  economy 
as  connected  with  these  businesses,  in  its  "Profit  and 
Loss"  or  other  equivalent  account,  while  it  provides 
safety  to  its  capital  by  providing  economic  funds  to  meet 
wear  and  tear,  to  meet  losses  on  sundry  debtor  accounts, 


&c.,  in  its  reserve  funds.  In  undertakings  the  ruling  idea 
is  economy,  eevnomy,  ecokouy. 

In  the  revenue  and  expenditure  businesses  the  object  is 
not  the  same.  These  businesses  are  not  speculative  in 
their  character  j  their  funds  should  be  invested  rather  for 
safety  than  for  large  returns.  Special  funds  bequeathed 
or  devised  to  them  should  be  kept  intact ;  every  part  of 
such  businesses  should  have  in  view  the  greatest  results 
in  the  line  which  the  business  has  for  its  object.  But 
trustees  come  under  the  law  regulating  trustees — ^that  is, 
they  must  not  speculate  with  the  funds  of  their  institu- 
tion, or  if  they  do,  all  profits  made  belong  to  the  institu- 
tion, but  all  losses  made  fall  on  themselves,  and  this 
without  balancing  the  losses  against  the  profits. 

Probable  Origin  of  Simple  Entry. 
There  are  several  motives  which  induce  a  business 
administrator  to  keep  regular  registrations  of  administra* 
tive  facts.  Generally  a  wise  administrator  would  keep 
such  a  registration  as  responds  to  the  needs  he  feels  of 
knowing  facts  relative  to  the  ownership  of  the  business 
which  is  administered,  although  in  an  absolute  sense  other 
registrations  may  be  as  important  to  be  kept.  We 
believe  that  the  first  in  importance  of  these  facts  presented 
to  the  administrator  are  the  facts  which  relate  to  the  varia- 
tions in  the  net  ownership  of  the  business,  or  those  which 
refer  to  the  purpose  itself  which  the  administrator  calls 
for.  Next  in  importance  we  place  those  relating  to  the 
variations  in  the  values  active  and  passive,  constituting 
the  net  ownership,  such  as  those  which  have  reference  to 
the  means  which  the  administrator  uses  to  effect  its  pur- 
pose. Lastly,  we  require  the  given  facts  relative  to  special 
classifications  of  the  values  themselves,  or  of  the  varia* 
tions  tending  to  give  an  analysis  more  complete  of  the 
workings  of  the  administration ;  that  is,  the  fruits  of  the 
administrator's  labours.  But  the  importance  of  the 
administrative  facts  which  the  registration  should  furnish 
does  not  count  for  so  much  as  the  urgency  of  flie  facts 
which  the  needs  of  the  business  call  for.  Considered 
under  this  aspect,  it  cannot  be  doubted  that  the  first  need 
to  be  felt  in  an  administration  is  that  of  knowing  the 
situation  with  respect  to  correspondents.  In  operations 
done  on  time  the  need  is  immediately  felt  of  having  always 
the  debits  and  credits,  which  are  their  results,  in  order 
to  meet  the  obligations  of  the  first  of  these  and  to  collect 
the  second.  He  who  should  not  take  a  record  of  them 
would  be  likely  to  fail  to  meet  his  obligations ;  and,  on 
the  other  hand,  would  not  know  from  whom  and  when  to 
receive  the  restitution  of  cash  loaned,  and  the  value  of 
things  sold  on  time,  and  such  grave  inconveniences 
would  soon  teach  him  the  necessity  of  keeping  accounts  of 
his  credits  and  debits,  or  of  that  whi^i-^  the  same,  of  the 
debits  and  credits  which  f^§,f^g^p42^^1^^^[(@rards 
him.  Also  the  need  is  felt  of  keeping  the  varianons  which 
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occur  in  the  material  coosisteDcies,  especially  in  cash  and 
other  movable  capitals.  Finally,  although  it  may  be  the 
most  important,  the  need  comes  last,  of  keeping  also  note 
of  that  which  has  reference  directly  to  the  proprietor— 
rtz.,  to  know  the  outcome  or  issues  of  tite  business.  Now 
as  the  first  of  these  needs  arises  urgently  in  any  business, 
it  would  dien  be  of  great  importance,  it  can  be  beliered, 
that  from  the  time  when  men  commenced  to  have  mauy 
and  in  divers  places  relations  of  interest  between  them- 
selves, they  should  do  their  best  to  supply  a  mode  of 
recordioff,  rather  than  depend  on  the  small  security  of 
trostiag  the  knowledge  of  their  credits  and  debits  to  their 
memories  only. 

Often,  later,  the  thought  must  have  occurred  to  them  of 
keeping  note  of  these  things  material,  and  of  their  varia- 
tions, in  order  to  verify  them ;  and  still  later  it  can  be 
believed  that  tiiey  saw  the  necessity  of  keeping  these 
records  of  materials  in  connection  with  putting  them  in 
custody  of  persons  whom  they  made  responsible  for  them. 
This  fact  may  be  verified  in  exteasive  bnainesses,  but  Uie 
extensive  businesses  obtain  only  when  commerce,  agri- 
cultural and  industrial,  is  much  developed.  Lastly,  the 
development  of  the  spirit  of  speculation,  and  the  progress 
and  the  extension  of  the  science  of  administration,  must 
have  suggested  the  opening  also  of  accounts  to  the  pro- 
prietor, which  would  keep  in  evidence  the  economical 
variations. 

If  we  can  convince  ourselves  that  there  ought  to  have 
been  in  use  in  ancient  tunes  a  registration,  we  can  believe 
that  in  those  times  the  system  adopted  would  be  without 
fixed  and  fore-established  rules,  which  would  not  tend  only 
to  keep  the  accounts  of  the  debit  and  credit  of  corre- 
spondents, but  the  material  consistencies  would  be 
accounted  for,  at  first  by  Idads  and  quantities,  and  after- 
wards by  valnes,  and  we  can  further  suppose  that  in  the 
progress  of  time  the  modes  of  recording  would  be 
improved; 

And  we  may  also  be  convinced  that  the  inventions  of 
the  system  by  simple  entry  should  not  be  attributed  to 
certain  persons,  but  rather  it  ought  on  the  other  hand  to 
be  regarded  as  the  fruit  of  the  efforts  by  the  practitioners, 
at  first  to  render  the  registration  of  debits  and  credits 
well  ordered  towards  the  correspondents,  and  then  to 
safely  registrations  to  the  new  and  many  needs  which 
began  to  be  felt. 

Lastly,  while  the  extent  of  the  registration  under 
different  circumstances  must  have  varied,  yet  the  forms  of 
registration  were  only  schedules,  which  were  so  simple 
that  any  intelligent  person  could  understand  any  of  the 
forms.  Hence,  although  prior  to  the  time  of  the  intro- 
duction of  'double  entry,"  the  keeping  of  accounts  was 
nmplf  called  acconnt-keeping,  after  that  time  it  was 
reqirisit«  to  distingaish  the  two,  and  this  was  done  by  call- 


ing the  earlier  simple  entry,  and  the  later  double  entry. 
But  the  word  "double  "  suf^sta  the  word  "single,"  hence 
some  would  call  simple  entry  "single  "  entry,  without  any 
argument  to  support  the  name.  Now  all  authors  agree 
that  there  must  be  in  simple  entry  records  for  both  cor- 
Ees|x>ndents  and  for  cash.  In  the  case  of  a  debtor  corre- 
spondent paying  his  bill,  both  the  Correspondent  Account 
and  the  Cash  Account  must  receive  a  registration  ;  that 
is,  the  registration  is  double,  and  in  this  instance  single 
entry  is  double  entry. 

WMat  Constituitt  Simple  EntryT 

Some  authors  who  have  a  predilection  for  the  person- 
alistic  theory  of  registration  of  accounts  tell  us  that  there 
are  four  kinds  of  simple  entry,  viz.,  that — 

First,  of  the  proprietor. 

Second,  of  the  administrator  in  his  relation  to  the 

proprietor. 

Third,  of  the  administrator  in  his  relation  to  third 
persons. 

Fourth,  of  the  third  persons — viz.,  of  the  custodians  and 

correspondents. 

First,  of  the  proprietor.  When  we  speak  of  the  pro- 
prietor's assets  and  his  liabilities,  we  speak  from^the  pro- 
prietor point  of  view — a  Cash  Book  with  the  receipts  on 
the  credit  side,  and  payments  on  the  debit  side ;  with  all 
assets  considered  as  credits  and  all  liabilities  as  debits,  the 
view  being  that  the  proprietor  should  take  credit  for  all 
his  belongings,  and  be  debited  for  his  obligations. 

Second,  of  the  administrator  in  his  relation  to  the  pro- 
prietor. In  this  case  all  the  accounts  are  kept  as  the 
administrator's  accounts  in  relation  to  the  proprietor.  The 
administrator  considers  himself  as  trustee  in  bis  relation 
to  the  proprietor.  He  debits  himself  for  all  the  assets  of 
the  proprietor  coming  into  his  hands  j  that  is,  he  holds 
himself  accountable  for  them,  and  this  may  be  done  either 
for  the  total  assets,  for  groups  of  assets,  or  for  individual 
assets.  He  takes  credit  for  all  the  liabilities  he  pays, 
thus  diminishing  his  responsibility  to  the  proprietor  ;  and, 
lastly,  he  debits  himself  for  all  increases  and  credits  him- 
self for  all  decreases  of  the  capital  of  the  proprietor.  As 
a  consequence  his  accounts  always  show  his  net  responsi- 
bility to  the  proprietor. 

Third,  of  the  administrator  in  bis  relation  to  third 
persons.  The  third  persons  are  custodians  of  material 
consistencies,  and  debtor  and  creditor  correspondents. 
Here  the  administrator  as  the  representative  takes  credit 
for  all  the  assets  and  debits  himself  for  the  liabilities. 

Fourth,  of  the  custodians  and  correspondents.  Here  the 
accounts  of  the  custodians  and  debtor  correspondents  are 
debited,  and  those  of  the  creditor  correspondents  are 
credited.  When  the  custodians  part  wkh  the  goeds  in 
their  possession,  the  account  i^b{r&edi(St:^^4E'>^isi- 
bility  to  that  extent ;  and  when  the  debtor  correspondent 
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liquidates  ia  part  01  entirely  his  obligations  he  is  freed 
from  his  obligations  to  that  extent.  When  the  creditor 
correspondent  is  paid  in  whole  or  in  part,  his  claim  is 
extinguished  to  that  extent. 

In  double-entry  bookkeeping  we  find  in  various  state- 
ments some  of  the  ideas  embraced  in  these  four  kinds — 
e.g.,  the  Englidi  Balance  Sheet  represents  the  ideas  of 
No.  the  American  and  continent  of  Kurope  Balance 
Sheets  represent  those  of  No.  4. 

According  to  other  authors,  simple  entry  is  that  which 
gives  only  the  statistical  situation  of  the  ownership,  and 
not  the  economical,  or  which  puts  in  evidence  the  statisti- 
cal effects  produced  by  administrative  facts.  Simple  entry 
should  hence  be  only  the  last  among  the  four  indicated 
above— that  which  develops  the  accounts  of  the 
custodians  and  the  correspondents,  or,  in  other  terms, 
which  gives  only  the  credits  and  the  debits  of  the  corre- 
spondents, and  the  entrance  and  exits  of  the  material 
values. 

Other  authors  limit  largely  the  field  of  simple  entry, 
and  define  it  as  that  mode  of  entry  which  has  for  its  pur- 
pose the  keeping  in  evidence  the  situation  of  the  business 
with  respect  to  persons  with  whom  business  is  transacted, 
the  fulfilment  of  which  is  in  the  future— t.^.,  it  will  be 
liquidated  in  the  future  by  means  of  cash.  Finally,  other 
writers  enlarge  the  field,  and  give  a  negative  definition 
of  simple  entry.  For  them  simple  entry  is  that  which  is  not 
entirely  double  entry — i.e.,  that  which  does  not  give 
wholly  the  two  situations,  the  statistical  and  the 
economical. 

This  last  idea  of  simple  entry  is  that  adopted  by  the 
better  class  of  writers.  An  analysis  of  it  causes  us  to 
understaid  how  innumerable  modes  of  entry  quite  dis- 
similar among  themselves,  either  by  their  contents  or  by 
the  results  which  they  furnish,  and  not  having  other 
points  in  common  beyond,  are  each  of  them  short  in  some 
account,  so  as  not  to  be  able  to  form  double  entry. 

According  to  this  idea,  simple  entry  might  either  keep 
account  of  a  very  few  of  the  effects  produced  by  adminis- 
trative facts,  or  one  which  might  comprehend  the  greater 
part  of  them,  or  a  mode  of  entry  which  might  furnish  a 
single  statistical  situation,  or  one  which  might  furnish 
completely  the  statistical  situation,  and  a  part  of  the 
economical,  or  also  a  part  only  of  this,  and  a  part  of  that. 

MasSB  says,  simple  entry  is  that  which  does  not  give 
directly  and  completely  both  the  situations  of  the  busi- 
ness ;  and  among  the  divers  modes  of  entry  which  are 
comprised  in  this  large  definition  he  calls  simple  entry 
complete,  that  which  takes  note  either  of  all  the 
statistical  effects,  or  of  all  the  economical  produced  by 
administrative  facts.  He  calls  that  widch  practice  has 
adopted  in  preference  *  common  simple  entry." 


Common  Simple  Entry. 

Common  simple  entry,  as  is  used  yet  in  many  businesses, 
has  this  characteristic,  that  it  does  not  keep  note  of  the 
economical  effects  produced  by  the  administrative  facts. 
So  far  as  to  the  statistical  effects,  it  keeps  of  them  a  record 
by  means  of  opening  accounts  to  correspondents,  and  to 
material  values,  only  neglecting  among  these  latter  those 
values  which  by  their  nature  are  only  very  rarely  liable 
to  undergo  variations.  The  accounts  opened  are  placed 
together  in  various  books  according  to  the  nature  of  the 
values  to  which  they  refer ;  and  every  book  stands  abso- 
lutely by  itself,  without  depending  in  the  least  on  the 
others.  Simple  entry  consists,  therefore,  of  a  series  of 
books  not  having  a  bond  between  them,  and  each  of  them 
has  a  purpose  by  itself,  which  it  seeks  to  satisfy  in  the 
best  way  possible. 

This  characteristic  fact  of  simple  entry  of  wanting  every 
bond  of  comparison  leaves  to  him  who  uses  it  a  great 
liberty  in  the  selection  of  the  books  to  be  kept,  of  adopt- 
ing with  great  facility  the  registration  of  every  need  of 
the  business  and  of  every  administrative  idea ;  but  it  stops 
there,  and  this  is  its  great  defect,  that  every  mode  of  con* 
trolling  the  exactness  of  the  administrative  facts  and  of 
having  a  perfect  reckoning  (a  Balance  Sheet  and  a  Profit 
and  Loss  Account),  which  is  the  final  and  supreme  pur- 
pose of  all  registrations,  is  wanting.  A  species  of  control, 
however,  is  sometimes  employed,  as  we  shall  see  here- 
after, by  means  of  a  controlling  account. 

From  what  has  been  explained,  it  is  SMn  that  one  cann.ot 
give  precisely  tiie  number  and  nature  of  Uie  books  (rf  which 
simple  entry  consists ;  all  that  is  left  to  the  initiative  of 
the  person  who  does  the  registration,  and  he  in  these 
values  ought  to  take  cognisance  of  the  nature  of  his  busi- 
ness and  of  the  exigencies  of  the  administration.  In 
general,  then,  the  books  with  a  chronological  order  are 
two :  the  book  of  original  entry  (the  Waste  Book)  and  the 
Journal;  and  vrith  the  order  systematic  there  is  a  book 
for  the  correspondents,  and  one  for  every  other  kind  of 
value. 

To  illustrate  simple  entry  we  will  consider  the  account- 
ing before  the  Courts  of  the  following  :  — 
(1 )  Executors    or    administrators    and  testamentary 
trustees. 

{2]  Voluntary  assignments  under  an  assignee, 
(j)  Receiver  in  bankruptcy. 
(4)  A  business  in  the  hands  of  a  receiver. 
These  may  vary  somewhat  in  the  different  States,  but 
essentially  they  will  be  regulated  by  the  same  principles. 

(i)  Executors  or  Administrators  and  Testamentary  Trusttts. 

We  will  consider  these  three  persons  under  the  generic 
name  of  trustee.  GeneralljDtt^iSiiaArt^Bgaidathe'faElistee  as 
the  legal  owner  of  the  pn^>eity  committed  to  hu  charge. 
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snfaj^t  to  canyiag  out  the  purpose  of  his  trust,  while  the 
beneficiaries  axe  the  equitable  owaers.  who  can  i^ply  to 
the  Court  to  compel  the  trustee  to  carry  out  his  trust. 

At  common  law  a  trustee  being  the  absolute  legal  owner 
of  ibe  property  could  exercise  all  the  powers  which  an 
tbsolDte  owDo-  might,  but  in  a  Court  of  Equity  the  rights 
of  the  beneficiary  are  paramount,  and  consequently  a 
inistee  will  be  restrained  from  exercising  any  power  incon- 
sistent  with  the  beneficiary's  rights ;  hence  a  trustee  may 
be  said  to  have  only  those  powers  which  he  will  not  be 
restruoed  from  using. 

The  trustee  acts  in  a  dual  capacity,  viz. :  — 

(1)  As  an  owner,  or  the  business  man  for  the 
beneficiaries. 

(3)  As  a  custodian  for  the  beneficiaries. 

The  trustee  takes  an  absolute  estate  in  personal  pro- 
perty ;  but  in  real  estate  he  will  take  a  large  enough  estate 
to  administer  the  trust  and  no  larger. 

Hence  the  law  states  what  shall  constitute  the  personal 
property  or  assets,  and  with  these  assets,  and  the  fruits  of 
these  assets,  such  as  interest  and  dividends,  also  the  fruits 
of  real  estate — 1.<.,  rents,  and  the  incidents  appertaining 
to  real  estata,  such  as  repairs— the  trustee  is  chiefly  con- 
ceroed.  And  as  these  things  with  which  he  is  concerned 
lery  often  go  to  different  beneficiaries,  the  persona!  pro- 
perty to  one  class  and  the  income  to  another,  in  his 
scconniing  they  should  be  kept  apart. 

The  beginning  in  all  accounting  is  taking  an  inventory. 
Here  all  the  assets  must  be  recognised,  and  values  put 
opon  them  by  appraisers,  but  no  notice  in  the  inventory  is 
taken  of  the  creditors  of  the  estate,  as  the  law  provides  the 
ducoveiy  of  them  by  legal  publication.  The  inventory 
may  be  considered  as  Schedule  No.  t.  Of  course,  it  may 
be  amended  by  the  discovery  of  other  assets. 

The  account  in  tiie  Court  may  be  explained  in  the 

following  way.  I  (as  owner]  debit  myself  (as  custodian) 
vitb  the  inventory,  and  its  amendments,  also  with  all 
isoease  of  the  assets,  from  putting  them  into  a  state  for 
liquidatioD,  or  from  any  other  cause,  and  further  with  the 
incrtme  received  by  me  for  distribution,  and  this  gives  the 
whole  of  the  property  coming  into  my  bands. 

1  have  aow  to  show  what  becomes  of  this  property,  and 
this  is  explained  in  the  following  way :  —I  (as  owner} 
cKdtt  myself  (as  custodian)  with  all  losses,  expenses,  pay- 
meats,  ftc.  The  debit  means  held  responsible,  and  by 
credit  means  freed  from  responsibility,  the  credits  being 
taken  from  the  debits,  gives  the  residue  held  for 
distrilnitioii. 

The  Code  of  Civil  Procedure  of  the  State  of  New  York 
Uvi  down  the  following  principles  to  be  followed  in  the 
iadicial  settlement  of  an  account  of  an  executor  or  an 
kdodaistrator 


(1)  That  the  items  allowed  to  the  accounting  party  for 
moneys  paid  to  creditors,  legatees,  and  next-of-kin  for 
necessary  expenses  and  for  his  services  are  correct. 

(2)  That  the  accounting  party  should  be  charged  with  all 
the  interest  for  money  received  by  him,  and  embraced  in 
the  account  for  which  he  was  legally  accountable. 

In  this  be  is  ordered  as  custodian  to  be  charged  or 
debited  for  all  the  interest  for  money  received  by  him. 

(3}  That  the  money  charged  to  the  accounting  party,  as 
collected,  is  all  that  was  collectible  at  the  time  of  the 
settlement  on  the  debits  stated  in  the  account — i.e.,  he  as 
custodian  is  to  be  charged  or  debited  with  all  debts 
collected. 

(4)  That  the  allowance  made  to  the  accounting  party  for 
decrease,  and  the  charges  made  against  him  for  increase  in 
the  value  of  the  property,  were  correctly  made. 

These  principles  in  actual  practice  are  stated  in  the 
account  of  the  executor  as  follows:  — 
I  charge  myself  :  — 

With  amount  of  inventory  9 

With  amount  of  increase  as  per  Schedule  A  ... 
With  amount  of  income  as  per  Schedule  A  ... 

Total  charges  9 

The  question  now  is,  What  has  the  executor  done  with 
the  total  assets  with  which  he  is  charged? 

The  answer  is,  there  has  been  a  loss  on  sales,  some  debts 
have  not  been  collected,  some  article  of  the  inventoiy  has 
not  been  sold,  and  other  articles  have  been  lost.  Of  these 
the  losses  on  sales  and  the  articles  lost  are  irretrievable^ 
and  if  these  losses  are  through  no  fault  of  the  executor 
they  are  allowed  to  go  as  a  diminution  of  the  total  charges. 
The  debts  given  are  nun-collectible,  and  the  goods  unsold 
can  be  turned  over  to  those  entitled  to  receive  them,  and 
thus  further  diminishing  the  total  charges  against  him. 

Money  paid  out  by  him,  if  correctly  paid  by  him,  is  the 
next  portion  of  the  responsibility  from  which  be  is  freed. 
The  above  are  stated  as  follows: — 
I  credit  myself: — 
With   amount  of  losses  on   sales   as  per 

Schedule  B   9 

With  debts  not  collected  as  per  Schedule  B  ... 
With   articles   mentioned   in   said  inventoiy 

unsold  as  per  Schedule  B   

With  articles  mentioned  in  said  inventory  lost, 

as  per  Schedule  B   

With  funeral  expenses  and  other  expenses,  as 

per  Schedule  C   

With  money  paid  to  creditors  as  per  Schedule  D 
With  money  paid  to  legatees,  widow,  or  next-of- 
kin,  as  per  Schedule  £   

Total  credits   9 

The  difference  between  total  charges  and  total  credits 
equals  the  total  unaccounted  for,  and  for  which  the 
executor  is  still  accountable. 
Add  to  this  last  articles  unsold  (as  they  may  have  a 
value)  and  debts  not  collected  (as>they  man  have 
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This  distribution  is  made  tioder  the  order  of  the  sur- 
rogate, as  to  the  amounts,  and  to  whom  they  shall  go.  In 
this  accounting  we  have  no  trace  of  double  entry,  all  is 
per  simple  entry.  There  is  provisioa  in  the  schednle  for 
all  those  facts,  which  must  enter  into  the  account,  so  that 
the  surrogate,  in  looking  over  the  account  in  connection 
with  the  schedules,  shall  be  in  a  position  to  examine  the 
correctness  of  the  schedules,  and  have  such  infonnatioa  as 
to  give  the  final  order  for  the  final  distribution. 

(2}  Volunlary  Assignmenls  under  an  Assignee. 

For  the  nature  of  the  accounting  of  an  assignee  I  cannot 
do  better  than  produce  the  form  of  accounting  for  New 
York  State,  from  Bnirill  on  Assignments,  calling  attention 
to  the  similarity  between  it  and  the  accounting  of 
executors,  the  variations  being  obvious  from  the  nature  of 
each  in  certain  points  varying. 

In  executors'  accounting  income  forms  an  important 
part,  for  the  reason  that  the  personal  property  often  goes 
to  one  class  of  persons  and  income  to  another.  In  assignee 
accounting  the  income  as  such  is  not  recognised,  for  the 
residue  after  payment  of  expenses  goes  to  creditors.  In 
executors'  accounting  the  appraised  value  of  personal  pro- 
perty forms  the  inventory,  no  notice  being  taken  in  inven- 
toiy  of  the  creditors.  The  assignee's  inventoiy  contains 
the  nominal  assets — i.e.,  the  asseta  as  they  are  found  in  the 
books  of  the  assignor;  the  actual  assets,  that  is,  the 
appraised  value  as  a  break  up  concern,  is  arranged  along- 
side of  nominal  value.  Accompanying  the  ass^nee's 
inventory  is  a  list  of  the  creditors,  with  the  amount  owing 
to  each. 

Schedule  A  contains  a  statement  of  property  contained 
in  inventory,  sold,  with  the  prices  and  manner  of 
sale;  it  also  contuns  a  statement  of  all  the  debts 
due  said  estate^  and  mentioned  in  said  inventory, 
which  have  been  collected,  and  also  of  all  interest 
for  moneys  received  by  assignee  for  which  he  is 
legally  responsible. 

Schedule  B  contains  a  statenient  of  all  property  belong- 
ing to  said  estate  which  have  come  into  assignee's 
hands>  not  included  in  inventoiy. 

Schedule  C  contains  a  statement  mentioned  in  inventory, 
not  collected  or  collectible,  also  a  statement  of  any 
property  mentioned  in  said  inventoiy  unsold. 

Schedule  D  contains  a  statenient  of  all  mon^s  paid  by 
assignee  for  all  necessary  e^tenses  for  estates, 
together  with  the  reasons  and  object  of  such 
expenditure. 

Schedule  E  contains  a  statement  of  all  claims  of 
creditors  presented  to  assignee,  together  with  the 
names  of  the  claimants,  the  general  nature  of  the 
claim,  with  the  amount  and  date  thereof,  and  a  state- 
ment of  all  moneys  paid  by  assignee  on  account  of 


such  claims,  with,  the  names  and  the  time  of  racb 

pa3rment. 

Schedule  F  contains  a  statement  of  all  other  facts  affect- 
ing the   assignee's   administration   of  insolvent's 
estate,  the  assignee's  rights,  and  those  of  others 
interested  therein. 
Here  follows  the  account : — 
I  charge  myself; 

Amount  as  per  inventoiy   9 

Increase  as  shown  by  Schednle  A   

Property  not  included  in  inventory  as  per 

Schednle  B   

Total  charges  9 

I  credit  myself : 
Amount  of  debts  not  collected.  Schedule  C  ...  9 

Amount  of  Schedule  D   

Amount  of  Schedule  E   

Leaving  a  balance  of  9 

To  be  distributed  according  to  the  provisions  of  said 
assignment,  subject  to  the  deductions  of  the  amount 
of  commissions  and  the  expenses  of  the  accounting. 

(3)  Kiceiver  in  Banktnftey. 
Here,  again,  the  accounting  is  by  means  of  schedules  and 
a  resultant  account. 

The  first  five  schedules  relate  to  liabilities  of  the  bank- 
rupt, both  actual  and  contingent,  secured  and  unsecured. 
Schedule  A  (r)  contains  preferred  claims,  and  is  sub- 
divided into : 
(1)  Taxes  and  debts  due  United  States. 
(3]  Taxes  due  States,  Counties,  Districts,  and  Munici- 
palities. 
(3)  Wj^es. 

(4}  Other  debts  preferred  by  law. 

Schedule  A  (a)  contains  secured  claims. 

Schedule  A  (3)  contains  unsecured  claims. 

Schedule  A  (4)  contains  notes  and  bills  which  ought  to 

be  paid  by  other  parties  thereto. 
Schedule  A  (5)  Accommodation  paper. 
Schedule  B  contains  the  proper^  of  the  bankmpt. 
Schedule  B  [1}  Real  estate. 

Schedule  B  (a)  Personal  property,  and  is  sub-divided 
into: 

(d)  Cash  on  hand. 

(^)  Bills  of  exchange,  promissory  notes,  or  securities  of 

any  description, 
(c)  Stock  in  trade. 

{d)  Household  goods  and  furniture,  household  stores, 
wearing  apparel,  and  ornaments  of  the  person. 

(e)  Books,  prints,  and  pictures,  &c. 

(/)  Horses,  cows,  sheep,  and  other  animals. 

{g)  Carriages  and  other  vehicles.  1.-,. 

(k)  Fanning  stock  and  implements  tif  htsba^iTT 
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(0  Shipping  and  shares  in  vessels. 
(A)  Machinery,  fixttires,  apparatus  and  tools  used  in 
business. 

[!)  Patents,  copyrights,  and  trade-marks. 
(m)  Goods  or  personal  property  of  any  other  description. 
Schedule  B  (3)  Chose  in  aetim,  and  sub-divided  into : 
(d)  Debts  doe  bankrupt  on  open  account. 
(i)  Stocks  in  incorporated  companies,  interest  in  joint- 
companies  and  in  negotiable  bonds. 
{{)  Policies  of  insurance. 

[d)  UnHquidatnl  claims  of  ev^  nature. 

(e)  Deposits  of  money  in  banking  institutions  and 

elsewhere. 

Schedule  B  (4)  Property  in  reversion,  remainder,  or 
ezpectaacy,  &.C.,  with  the  supposed  values  of  bank- 
rupt's interest. 
Interest   on   land,   personal   property,   property  in 
money,  stock  shares,  bonds,  annuities,  &c.,  the  sup- 
posed values  of  which  are  summarised. 
The  following  in  same  schedule : — 
(1)  Property  hereto  conveyed  for   the  benefit  of 
creditors. 

(j)  What  sum  has  been  paid  to  counsel,  and  to  whom, 
for  services  rendered. 
Scbednle  B  (5)  Statement  of  properties  claimed  as 
exempted. 

Schedule  B  (6)  List  of  books,  papers,  deeds,  and 
writings  relating  to  bankrupt's  business  and  estate. 

These  six  schedules  marked  B  give  full  information  as 
to  the  property  in  which  the  bankrupt  has  or  may  have  an 
interest. 

The  receiver  or  trustee,  being  an  officer  of  the  Court, 
must  act  under  the  direction  of  the  Court,  and  in  order  to 
realise  on  the  property  does  so  under  the  instruction  of 
the  Conrt.  After  the  realisation  comes  the  liquidation,  and 
bis  account  takes  the  form — 

Estate  of  in  bankruptcy  in  account  with 

 ,  Trustee. 

This  acconnt  is  debited  with  all  the  disbursements  and 
credited  with  all  the  realisations. 

(4)  A  Business  in  the  Hands  of  a  Receiver. 

He  should  always,  at  the  commencement,  make  and  file 
an  inventory  of  all  the  property  coming  into  his  possession 
■t  its  iqipraised  value,  and  at  any  other  time  another  inven* 
toi7  of  proi>erty  coming  into  his  hands  afterwards.  He 
should  file  an  annual  report,  especially  if  the  estate  is  large, 
and  the  administration  continues  many  years ;  when  his 
administration  is  ended  he  must  make  his  final  accounting 
before  be  can  obtain  bis  discharge. 

~Tbe  proper  practice,"  says  Beach,  on  the  final  account- 
iag.  "is  for  the  Court,  after  it  has  reached  a  conclusion,  to 
'ocdec  the  receiver  to  account,  on  notice  to  all  parties 
'imeieeted,  and  upon  snc^  ac(»unting,  all  questionfl  can 


"be  settled,  and  the  findings  of  fact  and  conclusions  of 
"law  relating  to  such  matter  can  be  embodied  in  the 
"decision  of  the  Court  upon  the  merits  of  the  action.  The 
"  final  decree  should  settle  what  compensation  the  receiver 
"is  to  have,  what  expenditures  he  can  be  reimbursed  for, 
"how  he  shall  be  paid,  whether  out  of  the  funds  in  his 
"hands,  or  by  one  of  the  parties  to  the  action." 

"A  receiver  should  present  his  accounts  in  such  con- 
"dition  as  to  inform  the  parties  interested,  so  that  they 
"may  judge  of  their  correctness.  For  all  his  charges 
"  agamst  the  trust  fund  the  receiver  should  show  satisiac- 
"tory  vouchers  and  proofs.  He  must  take  proper  receipts 
"from  the  persons  to  whom  he  makes  payments.  The 
"'receiver  is  held  to  great  strictness  in  respect  to  his 
"  accounts  \  and  a  reason  for  such  failure  should  be  given. 
"  The  vouchers  should  be  filed  with  the  account ;  and  for 
"such  items  as  there  are  no  vouchers  the  receiver  should 
"  file  a  verified  statement  showing  to  whom,  for  what,  and 
"when,  such  was  paid,  and  the  verifications  should  be 
"positive,  not  merely  upon  belief." 

These  aforesaid  statements  do  not  show  the  slightest 
reference  to  double-entry  bookkeeping,  nevertheless  these 
accounts  may  be  kept  advantageously  by  double  entry. 

{^kt  Journal  of  Aeeounlaney,  New  York.) 
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(Continued  from  page  53.) 

37.  — We  also  think  that  all  mortgages  and  charges  on 
landed  property  and  book  debts  ought  in  future  to  be  sub- 
ject to  the  same  registntion  as  the  four  classes  already 
included  in  Section  14  of  the  Act  of  1900.  By  the  phrase 
"  book  debts  "  we  do  not  intend  to  include  those  represented 
by  negotiable  instraments :  on  the  contrary,  we  intend  that 
it  should  not  be  necessary  to  r^[ister  mortgages  or  cha^ies 
of  such  debts. 

38.  — If  these  amendments  were  made  in  the  law,  traders 
and  others  would  be  far  better  able  to  inform  themselves  as 
to  the  financial  position  of  a  company  with  which  they 
might  have,  or  propose  to  have,  dealings. 

39.  — We  think  it  right  to  refer  to  the  objection  which  has 
been  raised  to  floating  charges  and  the  demand  made  for 
their  abolition.  During  the  last  forty  years,  as  we  have 
already  observed,  these  charges  have  come  into  very  general 
use.  The  principle  upon  which  the  validity  of  these 
securities  rests  is  an  old  principle,  and  their  validity  was 
finally  established  by  the  Court  of  Appeal  in  1870,  but  some 
of  their  incidents  have  only  within  recent  years  been 
judicially  ascertained.   A  ^^^'^diarge  U  tiOif^y  in  the 
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form  of  a  charge  on  the  undertaking  and  all  the  assets, 
present  and  future,  of  a  company.  So  long  as  the  holders 
of  the  charge  do  not  interfere  the  company  carries  on  its 
burfness,  and  is  ordinari!y  able  to  give  a  good  title  to  pur- 
chasers, and  to  mortgagees  taking  a  charge  upon  property 
speci&cally  described  in  tbe  charge,  and  can  pay  to  creditors, 
and  others,  money  in  the  ordinary  coune  of  its  business.  A 
floating  charge  is  not  on  any  specific  property,  but  upon  the 
property  for  the  time  being  and  from  time  to  time  of  the 
company,  however  that  may  be  changed  in  the  ordinary 
course  of  business.  It  is  a  form  of  security  which  is  now 
almost  universally  used  by  companies  for  rusing  money, 
and  experience  has  shown  that  it  meets  in  an  eminent  degree 
the  wants  both  of  borrowers  and  lenders,  and  of  the  busi- 
ness world  generally.  Most  of  the  great  manufacturing 
companies  which  ruse  money  on  debentures  include  therein 
a  floating  chai^,  sometimes  with,  and  sometimes  without, 
specific  security.  In  not  a  few  cases  tbe  amount  raised  on 
debentures  containing  a  floating  charge  by  a  company 
amounts  to  several  millions,  while  issues  of  several  hundred 
tboosand  pounds  are  quite  common.  Tbe  great  advantage 
offered  by  the  floating  charge  is  that,  where  there  is  a  going 
business,  the  owner  of  a  floating  charge  can,  if  necessity 
arises,  obtain  the  appointment  of  a  receiver  and  manager  of 
tbe  undertaking  with  a  view  to  its  realisation,  and  thus 
realise  it  aa  a  going  concern,  instead  of  being  obliged  to 
stop  the  business  and  realise  it,  or  the  assets  charged  to 
him,  as  an  interrupted,  and  thereby  probably  ruined  con- 
cern. Moreover^  there  are  many  cases  in  which  the  floating 
charge  is  the  only  security  which  is  practically  available  to 
a  company  for  raising  money,  as  where  almost  the  whole 
assets  ot  the  company  are  used  in  its  trading  operations, 
and  fluctuate  from  day  to  day.  The  Committee  believe  that 
some  hundred  millions  of  money  are  now  outstanding 
invested  on  the  security  or  part  security  of  floating  cba^es, 
and  a.  glance  at  the  newspapers  which  record  tbe  registra- 
tion of  mortgages  and  charges  (inciuding  floating  charges) 
under  the  Companies  Act,  1900,  will  show  tbe  extraordinary 
popularity  of  this  form  of  chai^ 

40. — Cases  of  insolvency  sometimes  occur,  and  then  the 
unsecured  creditors  very  commonly  find  that  they  are  post- 
poned to  creditors  having  floating  charges,  whether  recently 
created  or  not,  and  that  the  assets  are  insufficient  to  meet 
such  charges.  There  are,  too,  some  cases  in  which  a  floadng 
charge  is  framed  and  utilised  for  the  purpose  of  entrapping 
unsecured  creditors,  as  where  the  holder  of  a  floating  charge 
is  In  close  touch  with  the  company  and  deliberately  watches 
the  position,  and  then,  if  any  unsecured  creditor  seeks  to 
enforce  payment,  promptly  applies  for  the  appdntment  of  a 
receiver.  Several  cases  of  this  kind  have  come  before  the 
Courts,  and  in  particular  Mr.  Justice  Buckley  in  the  Londm 
Fraud  Hinge  Company,  Lim.  (1905,  i  Ch.  376),  drew  attention 
\>  the  cases  of  this  kind.  It  would  be  very  desirable  to  stc^ 


such  fraudulent  conduct,  but  we  think  it  would  be  a  mistake 
to  do  anything  which  would,  in  order  to  preclude  the  com- 
paratively small  number  of  fraudulent  schemes,  detrimentally 
afiect  the  great  body  of  the  honest  companies  carrying  00 
business  in  the  United  Kingdom. 

41.  — If  tbe  practice  of  raising  money  by  floating  charges 
had  recently  commenced,  or  had  been  adopted  only  to  a 
small  extent,  some  of  us  would  have  been  inclined  to  prohibit 
this  mode  of  raising  money  by  a  security  upon  future  assets. 
The  majority  of  us,  however,  think  that  for  tbe  most  part 
floating  charges,  whilst  fadlitaiing  largely  tbe  raising  of 
money  for  industrial  and  co-operative  and  financial  purposes, 
do  not  (especially  having  regard  to  the  stringent  provisions 
as  to  registration)  interfere  with  the  general  creditors  of  tbe 
company  to  such  an  extent  as  to  justify  the  recommendation 
of  their  abolition.  Nor  do  we  recommend  any  provision 
making  void  floating  charges  as  against  existing  creditors  of 
the  company,  that  is,  existing  at  the  time  when  the  floating 
charge  is  created.  We  think  that  this  would  in  a  great 
measure  destroy  the  essential  value  of  a  floating  chaise,  and 
that  it  would  in  a  winding-up  divide  the  unsecured  creditors 
of  the  company  into  several  classes  and  would  lead  to  other 
complications  which  would  be  objectionable.  We  cannot 
recommend  that  unsecured  creditors  shoold  be  given  priority 
over  floating  charges,  for  this  again  would  destroy  the  value 
of  such  charges ;  nor  can  we  recommend  that  debts  incurred 
within,  say,  a  year  before  the  commencement  of  a  winding- 
up  or  the  enforcement  of  a  floating  ctiar^e,  shall  have  priority 
as  a^Dst  floating  charges.  But,  upon  the  whole,  the 
majority  of  us  think  titiat  it  would  be  desirable  to  amend  the 
law  by  providing  that  a  floating  charge  given  within  three 
months  before  the  commencement  of  the  winding-up  of  a 
company  shall  be  invalid,  except  to  the  extent  of  the  cash 
actually  advanced  at,  or  subsequently  to,  the  creation  of  the 
charge,  tc^ether  with  interest  at  a  rate  not  exceeding  5  per 
cent,  per  annum,  unless  it  is  proved  that  the  company  was 
solvent  at  the  time  the  charge  was  created.  The  majority 
of  us  think  that  such  an  alteration  of  the  law  would,  without 
seriously  hampering  companies  which  desire  to  borrow, 
prevent  to  some  extent  the  giving  of  floating  charges  for  the 
purpose  of  securing  past  debts.  No  doubt  Section  164  of  the 
Companies  Act.  1862.  which  deals  with  fraudulent  or  undue 
preferences,  may  in  some  cases  afford  sufficient  protection 
against  such  transactions,  but  we  think  that  there  are  a  good 
many  cases  in  which  security  for  a  past  debt  is  given  in 
connection  with  an  advance,  or  further  advance,  or  other 
consideration,  which  would  exclnde  theoperatioa  of  Section 
164,  and  that  it  is  desirable  to  provide  for  these  cases  more 
efiiectnally. 

42.  — We  consider  that  Section  14  of  the  Companies  Act, 
1900,  should  be  amended  and  redrafted,  for  tbe  true  con- 
struction of  some  of  the  provisions  of  t^e^seGtira^lsl[^^BCure. 
We  make  the  following  su^^it^n^  amendme^ 
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(1)  Sab-sectiOD  (i)  provides  for  the  filing  for  r^stratioo 
of  the  mortfpige  or  cbar:ge,  whereas  the  intcDtion,  no  doabt, 
was  to  provide  for  the  production  of  the  document  to  the 
Registrar  and  its  subsequent  return.  It  will  be  desirable 
to  amend  the  section  accordingly. 

(2)  In  the  case  of  a  mortgage  or  charge  created  abroad, 
it  should  be  sufficient  to  register  the  same  by  filing 
particulars  thereof  within  twenty-one  days  after  their 
arrival  in  the  United  Kingdom. 

(3)  Sub-section  (4)  should  be  redrafted  so  as  to  bring  it 
into  accord  with  the  dedsion  in  Harngatt  Estatts  Co.  (1903. 
I  Ch.  498). 

(4)  In  Sub-section  (6)  it  should  be  made  clear  that  there 
is  no  obligation  to  endorse  on  any  debenture  or  debenture 
stock  certificate  a  copy  of  any  certificate  of  the  Registrar 
obtained  snbseqnently  to  the  issue  of  snch  debenture  or 
debenture  stock  certificate. 

Crtditors"  Winding-vp  Prittions. 
43-— Greater  facilities  are  also  wanted,  we  think,  for 
winding-up  insolvent  companies  at  the  instance  of  creditors 
whose  debts  are  not  immediately  payable.  As  things  stand,  a 
creditor  must,  in  order  to  obtain  a  winding-up  order,  be  in  a 
position  to  pitn'e  that  there  is  a  debt  presently  payable  to 
bim  from  the  company.  If  his  debt  is  due  on  a  current  bill, 
bond,  or  debenture,  the  time  for  the  payment  of  which  has 
not  yet  arrived,  he  has  no  remedy  by  a  winding-up  petition, 
and  this  although  the  company  may  be  notoriously  insolvent. 
Id  the  meanwhile  the  company  may  be  disposing  of  its  assets 
to  his  prejudice  or  contracting  new  liabilities,  and  when  at 
last  his  debt  matures  and  he  obtains  a  winding-up  order,  he 
may  find  that  the  interim  transactions,  having  been  completed 
three  months  before  the  winding-up,  cannot  be  impeached. 
In  the  case  of  life  assurance  OHnpanies  the  Life  Assurance 
Companies  Act,  1870,  enables  the  Court  to  order  a  winding- 
up  on  the  application  of  any  one  or  more  policy-holders, 
npon  gjving  proof  to  the  satisfaction  of  the  Court  that  the 
company  is  insolvent ;  and  in  determining  whether  or  not  the 
company  is  insolvent  the  Court  is  to  talte  into  account  the 
company's  contingent  or  prospective  liability  under  policies 
and  annuity  and  other  existing  contracts.  We  think  that  the 
inincij^  of  this  section  riionld  be  extended  to  the  case  of 
other  companies,  and  that  a  creditor,  whose  debt  is  not  yet 
payaUe,  should  be  at  liberty  to  present  a  petition  for  wind- 
ing-up, and  tbe  Court  be  empowered  to  make  an  order,  where 
insolvency  is  proved,  taking  into  account  the  debts  due  and 
to  become  doe.  We  think,  too,  that  it  should  not  be  a  bar 
to  a  wioding-np  order  that  the  assets  are  mortgaged  to  their 
fun  Taloe,  and,  moreover,  that  it  should  be  no  bar  toa  wind- 
ieg-op  ordK*  that  tbe  petitioner,  whether  contributory  or 
creditor,  fails  to  prove  that  there  are  assets.  These  amend- 
BKnts,  if  adopted,  would,  we  think,  make  it  possible  to  put 
as  end  by  winding-up  proceedings  to  many  otyectionable 
companiea. 


Audit. 

44.  — ^We  consider  that  the  auditors'  "certificate"  and 
"report"  referred  to  in  Section  13  of  the  Companies  Act, 
1900,  should  form  one  document,  which,  if  not  published 
with  the  Balance  Sheet,  should  be  referred  to  by  the 
auditors  at  the  foot  of  the  Balance  Sheet  as  having  been 
rendered  by  them  and  be  read  at  the  meeting;  a  copy 
should  also  be  open  to  the  inspection  of  any  shareholder 
asking  for  the  same.  We  also  consider  that  the  words, 
"  they  have  obtained  all  the  information  they  have 
"  required  "  should  be  substituted  for  the  words,  "  all  their 
requirements  as  auditors  have  been  complied  with."  And 
after  the  words  "correct  view  of  the  state  of  the  company's 
a0airs  "  the  words  "  according  to  the  best  of  their  informa- 
tion, and  the  explanations  given  to  them  and,"  should  be 
inserted,  and  the  majority  of  us  think  that  notice  of  the 
nomination  for  election  of  any  person  as  an  anditor  other 
than  the  retiring  auditor  should  be  given  to  the  company 
not  less  than  fourteen  days  before  the  annual  general  meet- 
ing, and  not  less  than  seven  days'  notice  thereof  should  be 
given  to  the  shareholders. 

Private  Companies, 

45.  — A  large  and  increasing  proportion  of  the  companies 
under  the  Acts  are  classed  in  common  parlance  as  private 
companies.  The  number  of  members  of  these  companies 
generally  does  not  exceed  twenty,  and  very  commonly  is 
not  above  seven.  The  regulations  of  such  companies 
usually  restrict  more  or  less  tbe  right  to  transfer  shares. 
The  capital  for  workii^  such  companies  is  subscribed 
privately,  but  they  cease  to  be  private  companies  when 
they  appeal  to  the  public  to  subscribe  for  their  shares.  A 
large  number  of  such  companies  are,  year  by  year,  formed 
to  effect  what  are  called  conversions  of  existing  businesses 
into  companies,  and  many  well-known  concerns  are  carried 
on  as  private  companies — for  example,  Harland  &  Wolff, 
Lim. ;  Huntley  &  Palmers,  Lim. ;  Crosse  &  Blacbwell, 
Lim.  ;  J.  &  J.  Colman,  Lim.  But  the  process  of  conver- 
sion is  not  confined  to  large  and  well-known  concerns ;  it 
extends  also  to  moderate  and  to  comparatively  small  con- 
cerns. A  further  large  proportion  of  private  companies  is 
formed  for  co-operative  enterprise — e.g.,  where  an  inventor 
wants  capital,  and  a  few  others,  willing  to  provide  funds 
to  test  or  work  the  invention,  join  with  him  in  forming  a 
private  company  for  the  purpose,  or  where  several  persons 
see  their  way  to  starting  some  new  undertaking,  and 
concur  in  forming  a  private  company  as  the  readiest  and 
safest  mode  of  association. 

^6, — We  have  considered  whether  private  companies 
should  be  exempted  from  the  operation  of  any  of  the  addi- 
tional provisions  of  law  which  we  recommend  in  this 
report.  The  majority  of  us  think  that  they  should  not  be 
compelled  to  file  the  preliminary  statement  recommended 
in  the  case  of  public  companies  ia  paragr^h- -this 
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Report.  It  is  also  nrged  that  private  companies  should 
not  be  bound  to  file  any  statement  of  their  affairs  in  the 
form  of  a  Balance  Sheet  as  indicated  in  paragraph  33,  on 
the  ground  that,  as  they  do  not  appeal  to  the  public  for 
subscriptions,  there  is  no  need  for  publishing  their  private 
affairs,  and  that  the  disclosure  involved  in  the  filing  of  the 
documents  would,  or  might,  seriously  prejudice  their 
interests.  On  the  other  hand,  it  is  urged  that  in  the  interest 
of  creditor^,  and  of  persons  who  may  become  creditors, 
it  is  undesirable  to  grant  such  exemption,  seeing  that 
private  companies  are  just  as  likely  to  be  insolvent  as 
public  companies,  and  that,  if  it  is  desirable  to  promote 
further  disclosure  in  regard  to  public  companies,  there  is 
no  sufficient  reason  for  exempting  private  companies. 
Upon  the  whole,  the  majority  of  us  think  that  there  should 
not  be  any  such  exemption  as  regards  private  companies. 

47.  — ^We  have  also  considered  whether  private  companies 
should  be  placed  under  special  restrictions  so  as  to  dis- 
courage their  formation  for  fraudulent  and  illegitimate 
purposes.  Considering,  however,  the  extreme  difficulty  of 
discriminating  between  honest  and  dishonest  private  com- 
panies, we  do  not  consider  that  it  would  be  desirable  to 
apply  aay  such  special  restrictions.  No  doubt  the  Acts 
will  be  abused  by  unscrupulous  persons,  but  we  think  that 
it  would  t>e  a  mistake  to  impose  special  restrictions, 
which  might  operate  to  discourage  the  honest  companies, 
especially  as  those  who  form  fraudulent  companies  would 
scarcely  be  deterred  by  any  such  special  restrictions.  We 
hope  that  the  improved  facilities  for  winding  up,  which  we 
suggest  in  another  part  of  this  Report,  may  assist  in  weed- 
ing out  some  of  the  objectionable  private  companies,  and 
may  operate  as  an  obstacle  to  their  formation. 

48.  — ^We  have  also  considered  whether  it  would  be 
expedient  to  allow  a  private  company  to  be  formed  with  a 
less  number  than  seven  members.  In  the  United  States  of 
America  and  in  several  foreign  countries,  and  we  believe 
in  some  of  the  Colonies,  a  limited  company  may  be  formed 
with  less  than  seven  members,  and  now  that  it  is  settled 
by  decision  of  the  House  of  Lords  that  there  is  nothing 
contrary  to  the  Acts  in  a  private  company  consisting  of 
seven  persons,  of  whom  one  or  two  hold  all  the  capital 
except  a  few  shares,  it  seems  that  to  insist  on  seven  as  the 
minimum  number  does  not  afford  any  additional  security 
for  the  solvency  or  stability  of  the  concern,  seeing  that  the 
stake  of  the  majority  of  the  members  may  be  purely 
nominal.  The  late  Sir  George  Jessel,  in  bis  evidence  before 
the  Select  Committee  of  1877  on  the  Companies  Acts,  was 
in  favour  of  allowing  any  number — one,  two,  or  more — to 
be  registered  as  a  limited  company.  And  no  doubt  to  alter 
the  Act  so  as  to  allow  of  this  would  get  rid  of  some  forms 
and  ceremonies  which  are  of  little  practical  value,  but 
upon  the  whole  the  majority  of  us  do  not  consider  that 
there  is  any  sufficient  reason  to  alter  the  law  in  this 


respect.  We  believe  that  the  obligation  to  make  and  keep 
up  the  number  of  members  to  seven  is  not  found  in  practice 
very  onerous  or  inconvenient. 

49.  — We  have  also  coneidered  whether  some  relief  as 
regards  the  ad  valorem  stamp  duty  charged  upon  a  transfer 
of  property  to  a  private  company  on  its  formation  might 
not  with  advantage  be  granted.  A  private  company  has 
to  pay  the  not  inconsiderable  fees  on  registration, 
including  an  ad  valorem  duty  of  5s.  per  cent,  on  its  capital, 
and  wtien  roistered  it  affords  to  the  Exchequer  a  con< 
tinning  source  of  revenue  from  stamps  on  annual  returns  to 
the  Registrar,  statements  of  increase  of  capital,  transfer  of 
shares,  and  otherwise.  But  in  many  cases  the  initial  step 
of  registration  is,  we  understand,  impeded  by  the  heavy 
duty  on  transfer  of  the  property — ^namely,  los.  per  cent. 
The  founders  of  a  private  company  feel  the  hardship  of 
this  duty,  more  especially  where  they  are  themselves  the 
only,  or  almost  the  only,  shareholders  in  the  company  and 
are  also  the  owners  of  the  property  to  be  transferred.  In 
France  exemption,  has  for  many  years  been  allowed  in 
such  cases,  the  property  being  treated  as  an  apporl.  We 
think  that  the  revenue  would  not  be  diminished  by  the 
exemption,  for  the  number  of  companies  registered  would 
increase.  Perhaps,  however,  it  may  be  suggested  that  if 
exemption  were  granted  as  above  indicated  there  would  be 
danger  of  the  private  company,  once  having  obtained 
exemption,  shortly  afterwards  developing  into  a  public 
company,  and  so  escaping  by  an  indirect  process  the  duty 
which  it  would  otherwise  have  to  pay.  We  think,  however, 
that  this  might  be  <met  by  only  granting  a  conditional 
exemption  which  would  become  void  imless,  at  the  end  of 
two  years,  it  was  proved  to  the  Revenue  authorities  that 
the  company  still  remained  a  private  company. 

50.  — We  have  also  considered  whether  private  companies 
should  be  granted  any  further  advantages  not  conferred  on 
public  companies,  and  we  think  not,  but  we  recommend 
that  they  should  have  the  right  possessed  by  other  com- 
panies of  paying  for  placing  or  underwriting  shares,  aa 
indicated  in  paragraph  30. 

51.  — If  any  distinction  is  made  in  the  law  applicable  to 
public  and  private  companies,  it  will  be  necessary  to 
define  a  private  company,  and  for  this  purpose  we  think 
that  tbe  definition  should  be  a  company  consisting  of  not 
more  than  thirty  members,  and  by  its  regulations  restrict- 
ing the  right  of  transfer  of  shares,  and  prohibiting  [a)  the 
increase  of  the  number  of  its  members  to  more  than  thirty, 
and  (b)  any  invitation  to  the  public  to  subscribe  for  any 
shares,  debentures,  or  debenture  stock  of  the  company. 
Thus  defined,  a  private  company  would,  by  registration  as 
such,  be  precluded  from  taking  advantage  of  its  registra- 
tion to  convert  itself  without  publicity  into  a  public  com- 
pany, whether  by  disposing  of  its^ehares  wholesale  ur 
otherwise  ;  and  at  the  saQli^timd  tj^Acatd^be  enacted  that 


Jnly  21,  1906. 


THE  ACCOUNTANT 


86 


the  members  may,  by  passing  a  special  resolution,  and 
complying  with  the  law  relating  to  public  companies, 
inclnding  the  obligations  referred  to  in  paragraph  33  of 
this  Report,  alter  its  character  so  as  to  become  a  public 
companj. 

Redueliott  of  Capital  Duly, 

53.  — As  regards  stamp  duties,  we  think  that  the  capital 
duty  on  i^istration  should  be  reduced  front  5s.  to  not  moid 
than  as.  6d.  per  ^^loo  nominal  capital.  We  consider  that 
the  ad  valorem  Aatj  payable  on  the  registration  of  limited 
companies  should  be  made  payable,  in.  the  case  of  com- 
panies proposing  forthwith  to  issue  a  prospectus,  by  two 
instalments — namely,  two-fifths  on  registration,  and 
three-fifths  when  the  company  obtains  the  certificate  that 
it  is  entitled  to  commence  business.  This  would  encourage 
the  registration  of  companies  in  that  the  promoters  would 
know  that,  if  the  company  did  not  float,  they  would  not 
hare  to  pay  the  second  instalment. 

Consolidation. 

5J. — ^\Ve  think  that  it  is  of  great  importance  to  consoli- 
date the  Companies  Acts,  1863  to  1900 — namely,  the  Com- 
panies Act,  1863 ;  the  Companies  Seals  Act.  1864 ;  the 
Companies  Act,  1867;  the  Joint  Stock  Companies 
Arrangement  Act,  1870;  the  Companies  Act,  1877;  the 
Companies  Act,  1879 ;  the  Companies  Act,  1880 ;  the  Com- 
panies Colonial  R^[isters  Act,  1883 ;  the  Companies  Act, 
1886 ;  the  Companies  Memorandum  of  Association  Act, 
1890;  the  Companies  (Winding-up)  Act,  1S90;  the  Direc- 
tors' Liability  Act,  1S90 ;  the  Companies  (Winding-up)  Act, 
1893  ;  the  Companies  Act,  1898 ;  and  the  Companies  Act, 
1900.  It  would  be  a  great  advantage  also,  if  possible,  to 
include  in  the  consolidating  Act  such  of  the  amendments 
recommended  in  this  Report  as  may  be  approved  by  Parlia- 
ment ;  but  if  this  would  involve  delay,  the  majority  of  us 
think  it  would  none  the  less  be  desirable  by  legislation  to 
consolidate  the  Acts  as  they  stand. 

Arrangements  and  Reconstructions. 

54.  — Where  a  company  is  in  difficulties  it  often  happens 
under  the  present  law  that  there  is  no  remedy  except  liqui- 
dation, with  its  attendant  disadvantages,  although  large 
majorities  of  its  creditors  and  shareholders  may  be  willing 
to  consent  to  an  arrangement  fur  rehabilitating  the  com- 
pany ;  for  it  is  only  in  a  winding-up  that  the  Joint  Stock 
Companies  Arrangement  Act,  1870,  becomes  available.  It 
seems  anomalous,  and  is  in  practice  found  inconvenient, 
that  a  winding-up  should  be  required  as  a  preliminary  con- 
dition to  an  arrangement  between  the  company  and  its 
creditors.  We  think  that  the  provisions  of  the  Joint  Stock 
Companies  Arrangement  Act,  1870,  should  be  extended  so 
as  to  enable  a  company,  without  going  into  liquidation,  to 
effect  a  compromise  or  arrangement  with  its  creditors 
subject  to  the  sanction  of  the  Court,  and  with  the  safe- 
guards imposed  by  the  Act. 


55.  — We  also  consider  that  a  company  should  be  allowed 
to  reorganise  its  capital  without  liquidation,  as,  for 
axami^e,  by  consolidating  several  classes  of  shares.  But 
any  such  power  should  be  exercisable  only  by  special 
resolution  sanctioned  by  the  Court. 

56.  — ^We  further  recommend  that  a  company  whose  whole 
issued  capital  has  been  called  up  should  be  allowed,  with 
the  sanction  of  a  special  resolution  but  without  going  into 
liquidation,  to  make  an  assessment  upon  its  shares  of  an 
amount  which  should  be  payable  by  all  those  vidio  desired 
to  continue  the  venture,  but  that  there  should  be  no  power 
to  compel  those  who  do  not  assent  to  submit  to  the  imposi- 
tion of  any  further  liability.  This  right  should  also  be 
subject  to  a  provision  that  the  interest  of  those  who  dis- 
sent within  a  fixed  period  should  be  valued,  and  their 
shareholding  reduced  to  fully-paid  shares  of  an  amount 
equal  to  such  value,  which  should  be  fixed  either  by 
i^reement  between  the  company  and  the  dissentients  or 
by  arbitration  ;  but  there  should  also  be  a  right  of  appeal 
to  the  Court  by  any  aggrieved  party. 

Intflication  of  Subsidiary  Objects  in  Mtmorandtun  of 

Association. 

57.  — Another  subject  which  we  have  considered  is  in 
relation  to  the  specification  in  the  memorandum  of  associa- 
tion of  the  objects  of  a  company.  The  Act  of  1863  requires 
the  memorandum,  amongst  other  things,  to  state  the 
objects  for  which  the  company  is  formed,  and  in  the 
schedules  to  the  Act  examples  are  given  of  memorandums 
of  association  in  which  the  objects  are  stated  very 
concisely. 

58.  — ^At  first  it  was  not  clearly  understood  that  the  speci- 
fication of  the  objects  set  forth  in  the  memorandum  of 
association  effectually  limited  the  scope  of  the  company's 
operations  by  restricting  its  powers  to  those  things  which 
were  expressly  or  impliedly  authorised  by  the  objects  as 
set  forth.  But  in  1875,  in  the  well-known  case  of 
Ashbury  Railway  Carriage  and  Iron  Co.,  Lim.  v.  Rithe 
(L.R.  7,  H.L.  653),  it  was  finally  decided  that  the  specifica- 
tion of  the  objects  in  effect  lunited  the  powers  of  the  com- 
pany, and  accordingly  that  a  contract  beyond  those  objects 
was  void  and  incapable  of  ratification.  "A  statutory  cor* 
poiation,"  said  Lord  Selborne  in  that  case,  "created  by 
"Act  of  I'arliament  for  a  particular  purpose  is  limited  as 
"  to  all  its  powers  by  the  purposes  of  its  incorporation  as 
"defined  in  that  Act."  This  decision  has  led  to  the 
elaboration  of  objects.  People  became  apprehensive  that 
anything  not  expressly  authorised  by  the  memorandum  of 
association  could  not  be  held  within  the  objects  of  the  com- 
pany. Therefore,  in  framing  the  memorandum  of  associa- 
tion, it  became  customary  not  merely  to  set  out  in  short, 
general  terms  the  general  objects,  but  to  enter  into  con- 
siderable detail  and  to  set  forth  also  the  various  objects 
which  might  otherwise  havy'i^^  lntlfih^,  k^d^l^dnd  this 
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it  became  customary  to  set  out  many  subsidiary  objects, 
which  experience  showed  that  it  was  desirable  to  specify 
in  order  to  ensure  the  possession  by  the  company  of 
powers  which  are  commonly  required.  We  think  that,  for 
the  convenience  of  the  public,  it  would  be  desirable  to 
embody  in  a  statutory  schedule  or  section  a  statement  of 
those  subsidiary  objects  which,  according  to  ordinary 
practice,  are  now  generally  inserted  in  the  memorandum 
of  association,  and  to  enact  diat,  save  so  far  as  otherwise 
provided  by  a  memorandum  of  association,  those  objects 
shall  be  treated  as  implied  therein.  In  the  result,  in  a 
large  number  of  cases,  it  would  be  possible  to  express  the 
objects  of  the  company  in  an  extremely  concise  manner, 
and  many  people  m^[ht  be  satisfied  with  the  implied 
objects  instead  of  resorting  to  the  over-elaboration  of 
objects  now  so  commonly  observed. 

Table  A. 

59.— The  First  Schedule  to  the  Companies  Act,  1S62,  con- 
tains a  set  of  regulations  applicable  to  a  company  with  a 
capital  divided  into  shares,  and  the  Act  provides  in  Sec- 
tion 14  that  the  articles  of  association  of  a  company  may 
adopt  all  or  any  of  the  provisions  contained  in  Table  A. 
The  Act  further  provides  in  Section  15  that,  in  the  case  of 
a  company  limited  by  shares,  if  the  memorandum  of  asso- 
ciation is  not  accompanied  by  articles,  or  in  so  far  as  the 
articles  do  not  exclude  or  modify  the  regulations  contained 
in  Table  A,  such  last-mentioned  regulations  shall,  so  far  as 
applicable,  be  deemed  to  be  the  regulations  of  the  com- 
pany, and  then  in  Section  71  the  Board  of  Trade  is 
empowered  to  make  alterations  in  the  tables  and  forms  con- 
tained in  the  First  Schedulcj  including  therefore  Table  A, 
and  it  is  provided  that  "Any  such  table  when  altered  shall 
"be  published  in  the  London  Gauite,  and  upon  such 
"publication  being  made  such  table  .  .  .  shall  have  the 
"same  force  as  if  it  were  included  in  the  schedule  to  this 
"Act,  but  no  alteration  made  by  the  Board  of  Trade  in 
"the  Table  marked  A  .  .  .  shall  affect  any  company 
"registered  prior  to  the  date  of  such  alteration,  or  repeal, 
"as  respects  such  company,  any  portion  of  such  table." 
The  regulations  in  Table  A  having  now  been  in  force 
unaltered  for  more  than  forty  years,  it  is  found,  and  has  fqr 
many  years  been  found,  that  in  practice  they  require  con- 
siderable alteration  to  make  them  available  for  the  usual 
requirements  of  a  company.  We  think,  therefore,  that  the 
time  has  now  come  for  amending  Table  A  so  as  to  bring 
it  up  to  date,  and  as  far  as  practicable  render  it  available 
for  use  without  being  supplemented  by  voluminous  sup- 
plemental regulations.  The  Board  of  Trade,  we  under- 
stand, concur  in  this  view,  and  under  their  instructions  a 
revised  Table  A  has  been  drafted  by  Mr.  R.  J.  Parker  and 
Mr.  A.  C.  Clauson,  and  we  have  had  an  opportunity  of 
persuing  such  revised  form,  and  of  indicating  certain  modi- 
fications therein  which  we  considraed  expedient.  The 


counsel  above  named  have  considered  our  suggested  modi- 
fications and  have  settled  the  revised  form  in  the  shape  in 
which  it  appears  in  the  schedule  to  this  Report.  We  con- 
sider that  the  revised  form  as  so  settled  may  with  advan- 
tage be  adopted  by  the  Board  of  Trade  under  the  statutoty 
power,  or  in  any  enactment  passed  pursuant  to  the  recom* 
mendations  contained  in  this  Report. 

Miner  Amendments. 

60.  — ^We  think  that  it  should  be  enacted,  not  only  that  an 
annual  meeting  should  be  held  in  each  year,  but  that  there 
should  not  be  an  interval  of  more  than  fifteen  months 
between  any  two  annual  meetings,  and  also  that  there 
should  be  a  penalty  imposed  for  not  holding  the  annual 
meeting  according  to  law. 

61.  — ^We  think  that,  in  cases  where  it  may  appear 
desirable,  the  Court  should  have  power  to  call  or  direct  the 
calling  of  a  general  meeting  of  a  company. 

62.  — ^We  think  that  Section  51  of  the  Companies  Act, 
1862,  should  be  amended  by  giving  the  right  to  any 
member  to  demand  a  poll,  except  in  cases  where  a  larger 
number,  not  exceeding  five,  is  required  by  the  articles  of 
association,  and  also  by  the  substitution  of  the  words 
"persons  for  the  time  being  entitled  to  vote  '*  for  the  word 
"  members." 

63.  — We  suggest  that  Section  53  of  the  Companies  Act, 
1862,  should  be  amended  so  as  to  extend  the  provisions 
thereof  to  an  extraordinary  resolution. 

64.  — Sections  65  and  66  of  the  Companies  Act,  1863, 
should  be  amended  so  as  to  remove  any  doubt  as  to  the 
mode  of  enforcing  penalties  in  Dublin. 

65.  — It  has  been  suggested  by  the  life  assurance  com- 
panies that  any  life  assurance  company,  duly  making 
returns  to  the  Board  of  Trade  under  the  Life  Assurance 
Companies  Act,  1870,  ought  to  be  exempted  from  com- 
pliance with  the  provisions  of  Section  44  of  the  Companies 
Act,  1863,  and  we  recommend  that  such  exemption  should 
be  granted. 

66.  — ^We  consider  it  desirable  to  amend  Sub-section  (5) 
of  Section  3  of  the  Companies  Act,  1900.  Under  that  sec- 
tion a  director  who,  after  the  expiration  of  the  prescribed 
period,  acts  as  a  director  of  a  company  is  to  be  liable  to 
pay  to  the  company  the  sum  of  £^  for  every  day  during 
which  he  so  acts.  Doubts  have  arisen  as  to  the  meaning  of 
this  provision — whether  it  means  per  day  whilst  he  con- 
tinues in  office  without  qualification,  or  for  each  day 
'in  which  he  acts  whilst  unqualified,  as  by  attending  board 
meetings  or  otherwise :  these  doubts  should  be  removed. 
Moreover,  we  think,  upon  the  whole,  that  it  would  be 
desirable  to  modify  the  sub-section  so  as  to  make  the 
per  day  a  penalty ;  as  the  section  stands  the  £1  a  day  is  a 
statutory  debt  due  to  the  company. 

67.  —We  conuder  that  Sab-section  {.^-of  Section  £  of  the 
Companies  Act,  1900.  shoufl{]ytf^90«fiae4^is)^]^l(xlude 
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all  question  as  to  whether  a  company  may  receive  applica- 
tion moneys  in  respect  of  debentures  offered  for  subscrip- 
tK>n.  and  allot  botb  shares  and  debentures  at  the  same 
time. 

68.  — It  appears  to  us  that  it  would  be  desirable  to  relax 
Section  7  of  the  Companies  Act,  1900,  so  that,  where  a 
proper  contract  in  writing  constituting  the  title  of  the 
allottees  is  not  in  fact  made  before  allotment,  and  the 
company  is  therefore  unable  to  comply  with  the  section, 
the  company  may  stop  penalties  by  filing  particulars  of 
the  contract  in  fact  made. 

69.  — Section  9  of  the  Companies  Act,  1900.  omits  to  pro- 
vide a  penalty  for  omission  to  file  with  the  Registrar  a 
signed  copy  of  a  prospectus  before  it  is  issued.  We  think 
it  important  that  a  penalty  should  be  imposed. 

70.  — ^We  think  that  Sub-section  (4)  of  Section  10  of  the 
Companies  Act,  1900,  should  be  amended  by  substituting 
the  words  "for  shares  or  debentures  of  the  company 
"  whether  with  or  without. the  right  to  renounce  in  favonr 
"of  outsiders  "  for  the  words  "for  further  shares  or  deben- 
tures." The  object  of  this  alteration  is  to  preclude  any 
doubt  as  to  whether  the  words  of  the  sub-section  as  they 
3ta£d  cover  the  cases  (1)  in  which  shares  are  offered  to 
debenture-holders,  and  debentures  to  shareholders ;  and 
(3l  in  which  the  offer  includes  the  usual  right  of 
renunciation  in  favour  of  third  parties. 

71.  — We  think  that  all  penalties  imposed  by  the  Com- 
panies Act.  1863  to  1900,  and  those  suggested  herein, 
should  be  recoverable  by,  and  paid  to,  the  Board  of  Trade. 

72.  — We  think  that  in  Sub-section  (a)  [c]  of  Section  12  of 
the  Act  of  1900,  which  relates  to  the  statutory  meeting,  an 
amendment  should  be  made.  Instead  of  the  words  now  in 
the  Act  "an  abstract  of  the  receipts  and  payments  of  the 
company  on  Capital  Account  to  the  date  of  the  report,"  the 
following  words  should  be  inserted,  "an  abstract  of  the 
'receipts  of  the  company  on  account  of  its  capital^  whether 
'from  shares  or  debentures,  and  the  payments  made  there- 
~out  made  up  to  a  date  within  seven  days  of  the  report, 
"exhilHting,  under  distinctive  headings  of  each  total,  the 
'receifrts  of  the  company  from  shares  and  debentures  and 
'other  sontces,  the  payments  thereout^  and  particulars  con- 
"ceming  the  balance  remaining  in  hand."  In  this  way 
farther  and  more  specific  information  would  be  given, 
which  we  think  is  in  every  way  desirable. 

73.  — ^\Ve  rec(»nmend  that  further  provision  be  made  for 
enforcing  the  pnnnpt  delivery  of  certificates  of  title  to 
shares.  We  consider  that  a  shareholder,  unless  otherwise 
pro\-ided  by  the  conditions  of  issue,  should  be  entitled  to  a 
icttificate  of  title  to  the  shares  allotted  to  him  within  one 
aontb  after  aUotment  at  latest,  and  that  the  transferee  of 
shares  should  be  entitled  to  a  certificate  within  one  month 
after  the  transfer  to  him  is  registered,  and  there  should  be 
a  penalty  for  default  hy  the  company  in  the  absencb  of  any 


extension  of  the  time  by  the  Court.  As  things  stand  there 
is  not  infrequently  great  delay  in  the  issue  of  certificates. 

74.  — ^We  think  that,  subject  to  proper  safeguards  and 
restrictions,  such  as  obtaining  the  sanction  of  the  Board  of 
Trade  or  of  the  Court,  a  company  expending  paid-up  share 
capital  in  the  construction  of  buildings  or  works  of  magni- 
tude,  which  cannot  be  placed  in  a  profit-earning  condition 
for  a  lengthened  period,  should  be  empowered  during  con- 
struction to  pay  interest  on  such  expenditure  out  of  capital, 
and  to  treat  such  payment  as  part  of  the  cost  of  construc- 
tion. Cases  commonly  arise  in  which  the  inability  of  com- 
panies thus  to  pay  interest  out  of  capital  during  construc- 
tion discouri^es  and  impedes  the  construction  or  carrsring 
out  of  works  of  a  desirable  character,  and  Parliament,  in 
its  Standing  Orders,  and  in  the  Indian  Railways  Com- 
panies Act,  1894,  has  recognised  the  propriety  in  some 
cases  of  providing  foe  sni^  payments.  We  reomunend  the 
extension  of  the  principle. 

75.  — We  consider  that  any  objection  to  a  mortgage  to 
secure  peqietual  debentures  or  debenture  stock  should  be 
removed.  As  the  law  stands,  there  is,  to  say  the  least, 
some  doubt  whether  such  mcatgage  does  not  act  as  a  dog 
on  the  equity  of  redemption,  and  is  therefore  by  the  rules 
of  equity  invalidated,  but  we  think  that,  in  the  case  of  a 
company,  there  is  no  reason  to  place  this  fetter  on  the 
competence  of  the  parties. 

76.  — We  think  that,  regard  being  had  to  the  decisions  in 
W.  Tasker  &>  Sons,  TAm.  {1905,  i  Ch.  383)  and  George  Rout- 
ledge  Sons,  Lim.  (1904,  a  Ch.  474),  the  law  should  be 
modified  so  that  a  company,  which  has  paid  off  any  deben- 
tures or  debenture  stock  issued  by  it  as  securi^  for  tem- 
porary advances,  should,  unless  forbidden  by  its  articles  or 
the  terms  of  the  issue  of  its  debentures,  be  at  liberty  and  be 
taken  to  have  been  at  liberty  (i)  to  keep  the  same  on  foot 
in  the  hands  of  its  nominees,  so  far  as  necessary  to  enable 
them  to  give  a  good  title  to  a  subsequent  transferee  upon  a 
sale  or  mortgagO  thereof  by  the  company,  or  (3)  to  re-issue 
the  same  as  of  the  same  class. 

77.  — We  think  that  the  rule  which  precludes  a  mortgagee 
from  stipulating,  on  the  creation  of  his  mortg^e,  for  a 
r^ht  or  option  to  purchase  the  mortgaged  property  or  any 
part  thereof,  whether  at  a  specified  price  or  otherwise, 
should  be  relaxed  where  the  mortgagor  is  an  incorporated 
company.  No  doubt  the  rule  wcis  originally  adopted  to 
prevent  oppression,  but  we  think  that  am  applied  to  a  coni<- 
pany  with  a  board  of  directors  it  is  entirely  out  of  date. 
In  a  recent  case  in  the  House  of  Lords,  Samuel  v.  Jarrah 

Co.  {1904,  A.C.  325),  where  a  company  borrowed  money 
on  the  security  of  some  debenture  stock,  giving  to  the 
lender  the  option  to  purchase  the  stock  within  twelve 
months,  it  was  held  that  the  option  wu^  void.  The  then 
Lord  Chancellor,  and  thq3^gedi|5^hV.J^^^<m°Cs<i^ 
judgment,  expressed  their  regret  that  the  stau  of  the 
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authorities  l«ft  no  alternative  but  to  affirm  the  judgment  of 
the  Courts  below. 

78.  — We  think  that  the  rule  which  precludes  the  Court 
from  ordering  specific  performance  of  a  contract  to  sub- 
scribe for  debentures  or  debenture  stock  (see  Tht  South 
African  Terriloriet,  Lim.  v.  Wallinglon,  1898,  L.R.  A.C. 
309)  should  be  abrogated  as  out  of  date.  The  rule,  no 
doubt,  is  part  only  of  a  wider  rule  laid  down  many  years 
ago  by  the  Conrt  of  Chancery— namely,  that  the  Court 
would  not  order  specific  performance  of  a  contract  to  lend, 
but  if  a  person  agrees  to  take  up  shares  in  a  company  there 
is  clear  jurisdiction  to  order  specific  performance  of  the 
contract  at  the  instance  of  the  company,  and  there  seems 
no  snfficient  reason  why  there  should  not  be  the  like  juris- 
diction where  a  party  agrees  to  taKe  up  debentures  or 
debenture  stock.  Yet,  as  things  stand,  the  company  is 
compelled,  if  the  other  party  to  the  contract  refuses  to 
take  up  or  pay  up  the  debentures  or  debenture  stock,  to 
sue  him  for  damages — an  unsatisfactory  and  insufficient 
remedy.  If  jurisdiction  to  order  specific  performance  is 
graoted,  it  would  of  course  be  subject  to  the  usual  rules, 
and  accordingly  it  would  be  a  good  defence  that  there  was 
misrepresentation  by  the  company,  or  that  on  some  other 
gmnnd  the  company  ought  not  to  obtain  judgment. 

79.  - — We  think  that  provision  should  be  made  making  it 
obligatory  on  a  debenture-holder  or  mortgagee,  who 
obtains  an  order  for  the  appointment  of  a  receiver  or 
manager,  or  apftoints  a  receiver  or  manager,  under  powers 
contained  in  a  deed,  to  give  prompt  notice  of  the  order  or 
appointment  to  the  Registrar  of  Joint  Stock  Companies. 
There  is  now  no  such  obligation,  and  we  think  that  it  is 
just  and  fair  to  outside  creditors  that  there  should  be  a 
record  at  the  office  of  such  Registrar  of  any  such  order. 

80.  — We  think  that  receivers  should  be  required,  under 
a  penalty,  to  file  with  the  Registrar  of  Joint  Stock  Com- 
panies an  abstract  of  their  receipts  and  payments  for  each 
half-year  during  which  the  receivership  continues. 

81.  — We  think  that  it  should  be  obligatory  for  notice  of 
the  appointment  of  every  liquidator  of  a  company  in  volun- 
tary liquidation  to  be  given  to  the  Registrar  of  Joint  Stock 
Companies  within  a  short  time  of  the  appointment, 
together  with  the  name  and  address  of  the  liquidator. 

82.  — We  think  that  the  holders  of  preference  shares  and 
debentures  and  debenture  stock,  unless  they  have  other- 
wise expressly  %reed,  sbould  have  the  same  right  to 
receive  and  inspect  the  reports  and  Balance  Sheets  of  a 
company  as  are  possessed  by  the  holders  of  ordinary 
shares. 

83.  — We  consider  that  the  Act  of  1900  should  be  amended 
so  as  to  give  to  any  registered  holder  of  debentures  or 
debenture  stock  the  right  to  inspect  and  require  copies  of 
the  register  of  holders  of  debentures  or  debenture  stock, 
end  that  be  should  have  rights  of  inspection  similar  to 


those  given  by  Section  32  of  the  Companies  Act,  1863,  in 
relation  to  the  register  of  members,  and  further  that  a 
company  which  has  issued  debentures  or  debenture  stock 
should  be  bound  on  request  to  furnish  to  the  holders  a 
print  or  copy  of  the  trust  deed,  if  any,  in  the  same  manner 
as  it  is  now  obliged  to  furnish  copies  of  the  memorandum 
and  articles  of  association. 

84.  — ^We  think  that  the  Preferential  Payments  in  Bank* 
ruptcy  Act,  1888,  Section  i,  Sub-sections  (i)  {h)  and  {e) 
should  be  amended  so  as  to  make  the  respective  puiods  in 
those  sub-sections,  in  the  case  of  a  company  wound-up 
compulsorily,  four  months  and  two  months  respectively 
next  before  the  order  to  wind  up. 

85.  — We  consider  that  it  is  desirable  to  modify  Scots  law 
so  as  to  remove  any  question  as  to  the  validity  of  deben- 
tures to  bearer,  issued  in  Scotland ;  and  as  to  mortgages 
of  uncalled  capital  we  understand  that  the  doubts  in 
regard  thereto  have  caused  grave  inconvenience.  (See  the 
Report  of  the  Law  Society,  Apj^..  p.  10.) 

86.  — ^It  appears  to  us  that  Section  37  of  the  Companies 
Act,  1900,  xequires  reconsideration.  The  effect  of  that 
enactment,  whether  intended  or  not,  has  been  to  practically 
preclude  the  formation  of  companies  limited  by  guarantee 
with  a  capital  or  undertaking  divided  into  shares.  The 
main  object  of  the  section  was  to  preclude  the  formation  of 
guarantee  companies  in  which  the  undertaking  was  to  be 
treated  as  divided  into  a  number  of  shares  of  no  nominal 
amount,  it  being  anticipated  that  the  adoption  of  this  form 
of  incorporation  would  or  might  affect  the  Revenue.  We 
think  that  the  section  should  be  repealed  and  that  provision 
should  be  made  for  preventing  any  diminution  of  revenue. 
This  can  readily  be  done  by  enacting  that,  for  the  purposes 
of  stamp  on  registration  and  on  any  subsequent  special 
resolution  for  dividing  the  undertaking  into  shares,  every 
share  in  the  undertaking  should,  for  the  purposes  of  stamp 
duty,  be  treated  as  of  the  fnll  nominal  value  of,  say,  £1, 
so  that  if  a  guarantee  company  was  formed  with  100,000 
shares  it  would  pay  the  same  duty  as  a  company  limited 
by  shares  with  a  capital  of  ^^100,000.  We  think  that  there 
are  many  cases  in  which  companies  of  this  kind  might  be 
found  of  great  utility.  In  substance  tluy  reproduce  the 
leading  characteristics  of  the  Costbook  Mining  Company, 
which  has  for  many  generations  prevailed  in  Cornwall. 

87.  — We  think  it  desirable  that  Section  5  of  the  Directors' 
Uability  Act,  1890,  should  be  amended  so  that  a  director 
held  liable  for  fraudulent  misrepresentation  shall  not  be 
entitled  to  contribution  as  against  an  innocent  co-director. 

88.  — We  also  recommend — 

(a)  That  the  liquidator,  or  any  person  considering  him- 
selt  entitled  to  any  rights,  should  be  entitled  to  apply 
to  the  Conrt  to  stay  a  dissolution  which  had  not  actually 
taken  place,  and  at  «(53§i*awayfesK^©(§NK^f 
months  after  dissolution,  to  have  the  dinolution  set 
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aside,  the  Court  having  a  discretion  to  accede  to,  01 
refuse*  such  application,  or  to  limit  the  effect  of  the  dis- 
solution according^  to  the  jnstice  of  the  case. 

{t)  That  after  dissolution  any  property,  and  rights  in 
the  nature  of  property,  of  the  company  not  fully  disused 
of  should  vest  in  the  OflBcial  Receiver,  who  should  have 
power  to  transfer  them  to  the  person  ox  persons  equitably 
entitled. 

En  Commandite  Partnerships. 
89.— There  seems  some  reason  to  think  that  the  m  com- 
mandite  system  of  partnershqi,  which  prevails  in  Fiance, 
Germany,  and  elsewhere,  might  with  advantage  be  intro- 
duced into  the  United  Kingdom.  The  salient  features  of 
that  system  in  its  simplest  form  are  these.  There  is  a 
managing  partner,  who  manages  the  affairs  of  the  partner- 
ship and  is  under  unlimited  liability  to  creditors,  and  there 
is  a  sleeping  partner,  who  contributes,  or  agrees  to  con' 
tribute,  capital  of  specified  amount  lot  the  purposes  of  the 
partnership.  His  liability  is  limited  to  the  amount  of  his 
capital  and  he  is  not  allowed  to  take  part  in  the  manage- 
ment ol  the  business.  Particnlars,  including  the  name  of 
the  partnership,  the  names  and  addresses  of  the  partners, 
and  the  capital  to  be  contributed  by  the  sleeping  partners, 
are  r^^steied,  so  that  the  public  may  know  the  nature  of  the 
concern,  and,  as  a  farther  protection,  the  name,  at  any 
rate  in  Germany,  is  so  framed  as  to  indicate  that  the 
liability  of  some  or  one  of  the  partners  is  limited.  Some- 
times there  are  several  managing  partners  and  several 
sleeping  partners.  Under  the  Partnership  Act,  1890  (in 
continuation  of  Bovill's  Act,  28  and  ag  Vict,  c  86),  the 
advance  of  money  by  way  of  loan  to  a  person  engaged  in 
business,  on  the  footing  tiiat  the  lender  shall  receive  a 
rate  of  interest  varying  with  the  profits,  or  receive  a  share 
of  the  profits  arising  from  carrying  on  the  business,  is  not 
in  itself  to  make  the  lender  a  partner  with  the  person 
carxying  on  the  business,  and  advaiu:es  are  frequently 
made  on  that  footing.  But  experience  shows  that  there 
are  cases  in  which  this  limited  provision  cannot  be  utilised 
effectually,  as,  for  example,  where  both  parties  desire  that 
the  advance  should  be  made,  not  by  way  of  making  a  loan, 
but  by  way  of  providing  capital;  for  the  Act  does  not 
extend  to  this.  Again,  the  Companies  Act,  1867,  in  Sec- 
ti<»is  4  to  8,  made  provision  for  the  registration  of  com- 
fMuies  somewhat  on  the  principle  of  the  en  commandite 
partnership ;  that  is  to  say,  with  a  managing  director  or 
managing  directors  under  nnlimited  liability,  and  the  rest 
of  the  shareholders  enjoying  limited  liability.  But  these 
provisions  have  not  been  regarded  with  much  favour  by 
tiie  public — perhaps  because  registration  as  a  company 
ixx'TOlvad  the  carrying  on  of  the  business  with  at  least  seven 
mendtars  and  an  absence  of  the  elasticity  incident  to  the 
partnership  relations.  A  Bill  has  on  several  occasions, 
and  again  this  year,  been  brought  twfore  Parliament  with 


the  object  of  legalising  en  eommandiie  partnerships,  and 
the  Committee  think  that  legislation  in  that  direction  is 
desir^le,  but  as  Uie  matter  involves  a  change  in  the  law  of 
partnership  rather  than  in  the  law  relating  to  joint-stock 
companies,  they  do  not  consider  that  such  legislation 
would  find  its  proper  place  in  a  Bill  for  the  amendment  of 
the  Companies  Acts. 

90.— We  cannot  close  our  Report  without  expressing  our 
indebtedness  to  our  Secretary,  Mr.  H.  A.  Payne,  for  the 
very  efficient  help  he  has  rendered  to  us  throughout  our 
inquiry.  By  his  courtesy  and  skill  he  has  materially 
assisted  us  in  obtaining  information  gnd  in  the  preparation 
of  this  Report. 

We  have  the  honour  to  be,  Sir, 

Your  obedient  bumble  servants, 

C.  M.  Wasuincton,  Chairman, 
J.  W.  BUDD, 

Fabes, 

f.  goke-bxownb, 

J.  K.  J.  UlCHENS, 

W.  H.  Holland, 
Francis  B.  Palubx, 
Felix  Schustbk, 
Fdgak  Spbtei, 
Edwin  Watebhouse, 
l.  worthingtoh  evans, 
G.  S.  Baknes. 
H.  A.  Pavne,  Secretary, 

iSih  Junt  1906. 


Mlaorlty  Report  apon  the  anbject  of 
Floating  Charges. 


We  the  undersigned  are  unable  to  concur  in  the  recom- 
mendation of  the  majority  of  the  Committee  in  regard  to 
the  creation- of  floating  charges  as  set  forth  in  paragraph 
41  of  the  Committee's  Report. 

Under  the  existing  law  a  company  can,  by  a  charge  con* 
tained  in  debentures  at  other  instruments,  create  a 
mortgage  over  the  whole  of  its  undertaking  and  assets,  so 
that,  in  the  event  of  default  being  made  in  the  payment 
of  the  principal  or  interest,  the  debenture-holders  can  by 
means  of  a  receiver,  either  appointed  by  themselves  or  by 
the  Court  in  a  debenture-holders*  action,  take  possession  of 
and  sell  for  their  own  benefit  the  whole  of  the  property 
of  the  company,  collecting  also  the  book  debts,  procuring 
the  calling  up  and  collection  of  the  unpaid  capital,  and 
realising  even  goods  which  the  company  has  obtained  on 
credit  and  has  not  paid  for ;  while,  unless  a  balance 
remains  after  payment  of  the  principal  and  interest 
secured  by  the  debentures  and  the  cost  of  enforcing  the 
security,  the  unsecured  creditors  receive  not  eyen  the: 


90 


smallest  dividend  upon  their  claims.  Even  after  a 
receiver  has  been  appointed  he  can,  and  often  does,  con- 
tinue to  trade  in  the  name  of  the  company  under  a  fiction 

of  law  that  he  is  the  company's  agent. 

The  records  of  liquidation  show  that  the  occasions  upon 
which  unsecured  creditozs  receive  no  dividend  axe  very 
numerous,  and  the  mischief  is  increased  by  the  fact  that 
until  the  debenture-holders  elect  to  seize  they  allow  the 
company  to  continue  trading,  it  being  to  their  advantage 
that  goods  should  be  obtained  upon  credit,  as  these  go  to 
swell  the  assets  out  of  which  the  debentoze-holders  will 
receive  payment.  In  the  case  of  the  Crigglesione  Company, 
recently  before  the  Courts,  the  directors  of  a  colliery  com- 
pany, a  majority  of  whom  were  also  debenture-holders,  on 
the  5th  December  1905  ordered,  and  on  the  20th  of 
December  took,  delivery  of  a  cable  costing  £joo ;  on  the 
Sth  of  January  1906  these  same  directors  announced  that 
the  company  could  no  longer  continue  business,  and  the 
debenture-holders  seized  the  property,  including  the  cable, 
for  which  they  refused  to  pay,  and  when  a  petition  was 
presented  for  winding-up  the  company  it  was  opposed  by 
the  debenture-holders,  on  the  ground  (amongst  others)  that 
the  assets  were  insufficient  to  pay  the  moneys  secured  by 
the  debentures,  so  that  nothing  would  remain  for  the 
trade  creditors. 

la  another  case  which  has  been,  brought  to  oar  notice  a 
manufacturer,  who  had  failed  in  business  and  com- 
pounded with  his  creditors,  induced  two  brothers-in-law  to 
come  to  his  assistance.  A  company  was  registered,  in 
which  the  defaulting  manufacturer  was  nominally  the 
principal  shareholder,  although  he  made  no  payment  on 
the  shares  allotted  to  him ;  he  was  also  appointed  sole 
managing  director  at  a  salary  of  ;^5oo  a  year.  The  com- 
pany obtained  possession  of  the  factory  from  the  bank  to 
which  it  was  mortgaged,  and  business  was  reopened  with 
moneys  borrowed  from  the  brothers-in-law  of  the 
managing  director,  who  supplied  several  thousand  pounds 
secured  by  debentures  containing  a  floating  charge.  The 
business  was  carried  on  for  four  or  five  years,  sufficient 
additional  moneys  being  from  time  to  time  lent  on  deben- 
tures by  the  same  persons,  who  by  their  own  accountants 
were  kept  informed  of  the  progress  of  the  concern. 
Eventually,  however,  they  put  their  debentures  in  force, 
when  it  appeared  that  goods  to  the  value  of  £7,000  had 
been  supplied  to  the  company  on  credit,  of  which  the 
debenture-holders  got  the  benefit,  either  seizing  the  goods 
or  collecting  the  book  debts  which  represented  the  pro- 
ceeds of  their  sale  by  the  company,  but  the  trade  creditors 
received  no  dividend  at  all,  the  result  of  the  transaction 
being  that  the  managing  director  had  been  furnished  for 
four  and  a-half  years  with  a  salary,  his  brothers-in-law, 
the  debenture-holders,  had  received  good  interest  on  their 
money  aod  repayment  of  their  capital,  while  the  trade 


creditors  had  lost  jf7,ooo.  Other  cases  of  great  hardship 
have  also  been  brought  to  our  notice,  ioclnding  the  case 
of  the  ZondoH  Fretted  Hinge  Company,  referred  to  in  para- 
graph 40  of  the  Committee's  Report. 

These  instances  show  that  the  power  to  create  floating 
charges  may  be  greatly  abused.  But  it  is  not  mainly  upon 
the  ground  of  such  special  cases  of  sharp  practice  that  we 
base  our  objection  to  floating  charges.  We  recognise  that 
such  charges  greatly  facilitate  the  borrowing  of  money  by 
limited  companies,  and  we  think  that  this  creates  a  danger. 
A  company  has  not  the  restraint  which  the  fear  of  bank- 
ruptcy imposes  on  an  individual  trader  who  will  not  risk 
his  reputation  by  reckless  trading  when  so  much  disrepute 
attaches  to  insolvency.  For  a  man  to  bring  about  bis 
bankruptcy  by  reckless  trading,  or  to  continue  to  trade 
after  knowing  that  he  is  insolvent,  is  treated  as  miscon- 
duct under  the  Bankruptcy  Acts,  and,  on  either  of  these 
grounds,  or  if  he  fails  to  pay  ten  shillings  in  the  pound 
to  his  creditors,  his  discharge  in  bankruptcy  will  be 
suspended.  There  is  no  similar  disability  attaching  to 
the  directors  of  a  company,  and  little  or  no  personal  dis- 
credit falls  upon  them  if  their  company  fails  to  pay  a 
dividend  to  its  trade  creditors.  It  is,  therefore,  all  the 
more  important  that  the  amount  and  manner  of  borrowing 
by  a  corporation  should  be  upon  a  satisfactory  basis. 

The  power  to  give  a  charge  on  all  the  assets  of  the  com- 
pany, present  and  future,  enables  a  company  to  borrow  to 
the  full  value  of  such  property,  and  encourages  the  forma- 
tion of  businesses  trading  wholly  or  almost  wholly  with 
borrowed  capital,  a  very  common  practice  in  the  establish- 
ment of  small  concerns  being  to  borrow  all  the  capital 
required  from  a  bank  which  obtains  the  guarantee  of  the 
directors,  who,  in  turn,  protect  themselves  by  taking 
debentures  with  a  floating  charge  from  the  company.  As 
the  loans  carry  interest  wheUier  the  year's  tradii^  has 
been  profitable  or  unprofitable,  there  is  a  greater  danger  of 
failure  than  in  cases  where  capital  is  raised  by  the  issue  of 
shares,  and  in  our  opinion  it  is  desirable  to  discourage 
the  establishment  of  companies  which  have  not  a  satis- 
factory amount  of  capital  beyond  that  which  they  can 
borrow. 

It  is  to  be  observed  that  in  the  case  of  an  individual 
trader,  he  is  unable  to  charge  future  chattels,  and  even  in 
the  event  of  his  executing  a  bill  of  sale  on  existing  chattels, 
the  feeling  of  the  commtmity  is  such,  in  regard  to  bor- 
rowing in  this  manner,  that  little  if  any  credit  will  be 
extended  to  him.  It  has  been  urged  that  inasmuch  a.s 
debentures  must  now  be  registered,  it  is  a  merchant's 
own  fault  if  he  gives  credit  to  a  company  which  has  issued 
debentures  with  a  floating  charge  j  but  the  answer  to  this 
is  that  the  practice  of  creating  such  debentures  has  become 
sn  universal  that  their  existence  is  not  a  danger  signal, 
and  to  refuse  credit  to  all  <:6nipknies'^hiCh^a^Sabject  to 
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these  charges  would  deprive  the  mamifacturer  and  mer- 
chaat  of  a  veiy  large  proportion  of  their  cnstomers. 

We  do  not  consider  that  a  company  should  have  any 
greater  facility  for  borrowing  than  an  individual,  and  we 
thiak  that  while  a  company  should  have  unrestricted 
power  to  mortgage  or  charge  its  fixed  assets,  and  should  be 
allowed  to  contract  that  other  fixed  assets  substituted  for 
those  charged  should  become  snbject  to  the  charge,  and 
the  company  should  also  be  capable  of  charging  existing 
chattels  and  book  debts  or  other  things  in  action,  it  ought 
to  be  rendered  incapable  of  fdiarging  after-acquired 
chattels,  or  future  book  debts,  or  other  prt^er^  not  in 
existence  at  the  time  of  the  creation  of  the  charge. 

We  rect^nise  that  this  would  to  some  extent  reduce  the 
amount  which  a  company  will  be  able  to  borrow  on  the 
security  of  debentures,  but  we  do  not  think  that  this  is 
undesirable,  being  of  opinion,  as  before  indicated,  that  at 
the  present  time  companies  are  tempted  to  exercise  their 
borrowing  powers  to  an  unduly  large  extent,  and  we  think 
further  tiiat,  by  the  restriction  on  the  capacity  to  borrow, 
companies  will  obtain  a  lai^er  general  credit  by  reason 
of  trade  creditors  no  longer  having  the  fear  that  the  whole 
of  the  assets  will  be  swept  away  by  the  debenture*holders. 
MoreoTcit  the  manufacturer  and  merchant  who  supplies 
goods  on  credit  is  a  very  important  member  of  the  com- 
munity, and  his  protection  is  a  question  well  deserving 
the  solicitude  of  Parliament. 

The  proposal  we  make  would  also  put  an  end  to  a  very 
grave  scandal,  to  which  attention  has  been  called  more 
than  once— namely,  that  an  insolvent  trader  should  be 
able  to  sell  his  business  to  a  company  formed  by  himself 
upon  the  terms  that  it  should  pay  the  existing  debts  of  the 
business,  and  issue  to  him,  as  further  consideration, 
debentures  charged  on  all  the  assets,  so  that  when,  by 
means  of  goods  obtained  by  the  company  on  credit,  he  has 
paid  off  his  own  debts  he  can  re-seize  the  business  under 
the  powers  contained  in  his  debentures,  and  also  would 
render  impossible  the  very  objectionable  if  not  dishonest 
practice  of  debenture-holders  standing  by  after  they  know 
their  debtor  c<Hnpany  is  insolvent,  and  stepping  in  to  take 
possession  when  large  quantities  of  work  have  been  done 
or  goods  supplied  by  strangers  who  have  not  received 
payment. 

F.  Gobe-Brownb, 
Fabes, 

W.  H.  HOIXAND. 

ttii  Junt  1906. 

(Z**  b*  cmtimud,) 


personal. 


IIessbs.  Hart,  Moss  &  Co.,  Chartered  Accountants, 
of  22  Moorgate  Street.  Rotherham,  announce  that  they 
have  taken  into  partnership  the  son  of  their  Mr.  Moss, 
Mr.  Aarmra  Hbsbbst  Moss.  A.C.A.  The  style  of  the  firm 
win  remain  nnchanged. 


faUures  an&  mils  of  Sale  tn  £nglan& 
atiD  Males. 


According  to  Kemp's  MtrcaniiU  Gtuette,  the  total  number 
of  commercial  failures  recorded  in  England  and  WjJes 
during  the  week  ending  Friday,  July  13th.  was  141,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  Loudon  GautU, 
72  ;  Deeds  of  Arrangement  registered,  69.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were: 
Bankruptcies,  86;  Deeds  of  Arrangement,  71— total,  157; 
being  a  decrease  of  16.  The  total  number  of  commercial 
failures  recorded  during  the  28  weeks  of  the  present  year  is 
4,611:  the  total  number  recorded  in  the  corresponding  28 
weeks  of  last  year  was  4,884,  showing  a  decrease  of  273. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
July  13th,  was  162.  Ths  number  in  the  corresponding  week 
of  last  year  was  171,  showing  a  decrease  of  9.  The  total 
number  filed  during  the  28  weeks  of  the  present  year  is 
4,202  ;  the  total  number  filed  in  the  corresponding  28  weeks 
of  last  jrear  was  4,622,  showing  a  decrea&e  of  420. 


Debentures. 

The  Mortga^  and  Cha^jes  registered  by  Itndted 
companies  in  England  and  Wales  during  the  week 
ending  Friday,  July  13th,  amounted  to  /i,g32,89i,  by  way 
of  addition  to  ;^2,oo8,35i,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ;f5ii,3i3,  showing  an  increase  of 
^'1,421, 578.  The  total  amount  registered  during  the  28 
weeks  of  the  present  year  was  ;^45,gz6,583  {in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  1^41.030,434  for  the  correspondii^  28  weeks 
in  1905,  showing  an  increase  of  j£4,8g6,i2g. 


The  Profession  in  Scotland. 


COURT  OF  SESSION. 


Edinbavgih— Outer  House. 

Before  Z<0Fd  Johnston. 

July  12. 

J.  A.  Tweedle  v.  John  Bom  ft  Co.,  Llm.,  and  another. 

Company  LiqttidaUon—Law  Agent's  Exptnus  —  Liquiiatcr 
Resists  Claim  for  Payment  on  ground  that  SngMent  Funds 
had  not  been  Realistd. 
In  this  action  John  Archibald  Tweedie,  solicitor, 
Edinburgh,  sues  John  Rofli^izP^gg@<5^)gtp»»- 
fouDders  and  sanitary  engineers,  Kirkcaldy,  Cnbw  in 
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liquidation,  and  Alan  Drummond,  acconntant,  Edin- 
burgh,  liquidator  of   the   ccnDpany,   for  payment  of 

£SS  los.  3d. 

Lord  Johnston  remitted  to  an  accountant  to  examine  the 
books  and  papers  in  the  liquidation,  and  report  upon  the 
true  state  of  the  liquidator's  intromisstons.  His  iJordsbip 
laid  that  the  pursuer  sued  for  two  accounts  for  business 
done  in  the  liquidation  on  the  employment  of  the 
liquidator.  The  liquidatoz  did  not  deny  the  employment 
or  the  performance  of  the  buaiaess.  On  the  other  hand, 
the  pursuer  did  not  seek  to  hold  the  liquidator  personally 
liable  on  the  employment,  but  only  in  consequence  of  his 
having  intromitted  with  the  assets  of  the  company  in  liqui- 
dation  and  of  his  having  paid  other  accounts  of  a  similar 
nature  to  the  pursuer's  in  preference  to  him.  The  pur* 
nwr*s  accounts  had  on  remit  in  the  luresent  piocess  been 
taxed  at  the  sum  of  £54  $a.  id.  The  liquidator  main- 
tained that  he  had  no  funds,  and  could  not  pay  until  he 
had  made  further  realisation.  The  pursuer  maintained 
that  whether  the  liquidator  made  further  realisation  or 
not,  having  given  preferences  so  as  to  disappoint  him  in 
his  just  claims,  the  liquidator  was  bound  to  place  him  at 
least  in  the  same  position  in  which  he  would  have  been 
had  a  fair  distribution  of  the  funds  which  had  come  into 
the  liquidator's  hands  been  made.  On  taking  up  the  case 
in  succession  to  Lord  Stormonth-DarliE^,  the  information 
given  his  Lordship  on  one  side  and  the  other  led  him  to 
think  it  proper  to  require  the  liquidator  at  once  to  lodge 
accounts  of  his  intromissions  to  the  date  of  the  summoas, 
and  to  allow  the  pursuer  to  lodge  objections  thereto.  The 
accounts  lodged  by  the  liquidator  primd  ftuit  supported 
the  pursuer's  contention.  Oa  his  own  showing  the  liqui- 
dator had  paid  other  accounts  of  a  similu  nature  to  the 

£arsaar*s,  and,  in  particular,  an  account  incurred  to 
[essrs.  Robertson  &  Wallace,  S.S.C.,  for  the  large  sum  of 
;fi75  19s.  iid.,  without  making  any  provision  for  payment 
of  the  pursuer's  much  smaller  account  of  some  ^^o  odd. 
And  if  his  Lordship  was  to  judge  the  liquidator's 
cose  on  the  apparent  footing  of  his  accounts  lodged, 
he  would  give  effect  to  the  pursuer's  minute  and 
ordain  the  liquidator  to  make  payment  to  him  of 
the  sum  of  ^^46  is.  iid.  necessary  to  give  him 
the  pari  passu  ranking  for  his  account  which  he  ought  to 
have  had  on  a  fair  distribution  were  the  liquidator's 
accounts  accepted  as  meaning  what  they  represented.  But 
consideration  of  the  liquidator's  accounts  showed  that  it 
was  impossible  that  he  could  have  paid  Messrs.  Robertson 
A  Wallace,  for  instance,  out  of  proper  realisations  in  the 
liquidation.  If  he  had  paid  them  at  all  it  must  have  been, 
as  he  himself  explained,  by  setting  their  claim  in  the  liqui- 
dation against  some  private  debt  due  by  them  to  bimself, 
leaving  him  a  right  to  recover  in  the  liquidation  as  if  he 
were  their  assignee.  But  the  necessity  of  such  an  explana- 
tion, and  the  doubt  attaching  to  it,  showed  that  the  liqui- 
dator's dealings  in  the  liquidation  had  been  irregular,  and 
that  his  accounts  were  unsatisfactory,  and  his  Lordship 
was  therefore  not  the  least  inclined  to  accept  either  his 
accoonts  or  bis  explanations  in  disposing  of  the  pursuer's 
claim.  But  his  Lordship  was  the  less  disposed  to  accept 
the  liquidator's  accounts,  and  his  assertion  that  he  was 
really  without  funds  to  pay  either  Messrs.  Robertson  & 
Wallace  or  the  pursuer  by  the  consideration  that  the  liqui- 
dator had  been  for  a  considerable  time  carrying  on  the 
business  of  the  old  conipany.  His  lealisatioiis  had  been 
laigeiy  expended,  according  to  his  own  account,  in  wages, 
materials,  and  other  expenses  of  carrying  on  a  manu- 
facturing business,  and  be  alleged  that  he  had  incurred 
other  accounts  for  the  same  purpose  which  were  yet  unpaid. 
Now,  wiiile  he  took  credit  on  the  discharge  side  of  his 
account  for  these  large  outlays,  which  inacticall^  swamped 
his  realisations,  tlu^  was  not  the  sti^test  hint  on  the 
charge  side  of  his  accounts  of  any  returns  from  the  busi- 
ness, whereas  on  the  scheme  of  ms  accounting  he  should 


have  debited  himself  with  the  gross  returns.  In  these 
circumstances,  while  his  Lordship  was  much  disposed  to 
take  the  liquidator's  accounts  as  he  stated  them,  and 
accordingly  give  decree  iu  favour  of  the  pursuer,  in  terms 
of  his  minute,  he  thought  it  would  be  more  just  to  both 
parties,  and  more  to  the  advantage  of  the  liquidation,  if 
be  made  a  remit  to  an  accountant  to  examine  the  books 
and  papers  in  the  liquidation  and  report  upon  the  true 
state  of  the  liquidator's  intromissions,  Uiat  it  might  be 
ascertained,  as  it  could  not  be  from  the  liquidator's 
accounts,  what  was  the  measure  of  payment  which  ouj{ht 
to  have  been  meted  out  to  the  pursuer  had  he  been  fairly 
dealt  with, 

{Scotsman.) 
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Company  Losses  Prior  to  Incorporation. 

''PHE  question  raised  by  our  correspondent 
"Anaca"  in  our  issue  of  the  7th  inst.  deals 
with  a  point  of  considerable  interest,  but  is  far 
too  involved  to  be  adequately  disposed  of  in 
the  limited  space  available  for  a  foot-note,  and 
we  accordingly  promised  to  consider  it  fuljy 
at  an  early  date. 

A  number  of  issues  are  raised  by  the  facts 
cited,  and  it  is  desirable,,  so  far  as  these,  are 
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merely  side-issues,  to  dispose  of  them  at  once 
before  approaching  the  main  question.  In  the 
ordinary  course  of  events,  neither  directors' 
fees  nor  managing  director's  salary  could  begin 
to  accrue  against  a  company  until  the  appoint- 
ments had  been  completed,  which,  in  the 
nature  of  things,  could  not  be  until  some  date 
after  the  actual  registration  of  the  company. 
Under  normal  circumstances,  therefore,  a 
contract  upon  the  part  of  a  company  to  employ 
the  vendors  as  directors  or  as  managing 
duectors,  or  as  both,  at  an  agreed  salary,  could 
only  operate  as  from  a  date  when  it  was 
possible  for  the  company  to  make  such 
appointments.  Although  we  cannot  speak 
positively  upon  the  pointi  as  we  have  not  a 
copy  of  the  contract  in  this  case  before 
us,  we  think  it  quite  doubtful  whether  either 
managing  directors'  salaries  or  directors'  fees 
are  chargeable  against  the  company's  Profit 
and  Loss  Account  save  in  respect  of  the 
period  commencing  when  the  appointment  was 
actually  completed,  which  under  no  circum- 
stances could  be  earlier  than  the  nth 
February  1906,  and  ending  the  31st  March 
Z906. 

It  is  quite  possible,  however,  that  an  effec- 
tive contract  may  have  been  entered  into  by 
the  company  under  which  the  agreed  purchase- 
price  was  loaded  by  a  sum  representing 
additional  interest  thereon  at  the  rate  of 
£1,100  per  annum  to  be  calculated  as  from  the 
31st  March  1905,  and  the  same  contract  may 
have  provided  that  the  amount  payable  under 
this  clause  was  to  be  payable  in  equal  halves 
to  each  of  the  two  vendors.  If  that  be  so,  the 
ultimate  effect  of  such  an  arrangement  is,  of 
course,  still  that  the  company  has  to  pay  a 
further  £1,100  in  addition  to  the  purchase- 
price,  but  the  proportion  thereof  accrued  prior 


to  the  date  when  the  company  is  entitled  to 
commence  business  must  be  treated  as 
purchase-money,  and  not  as  a  charge  against 
the  profits  earned  by  the  company  subse- 
quently to  its  incorporation. 

These  same  remarks  apply  mutatis  mutandis 
to  debenture  interest  and  to  interest  on 
vendors'  unpaid  purchase-money.  An  agree- 
ment to  pay  interest  on  debentures  as  from  a 
date  prior  to  their  actual  issue  is  pro  tanto  an 
issue  at  a  discount,  and  such  discount  is  not 
chargeable  against  current  revenue,  although 
it  is  very  desirable  that  it  should  be  written  off 
out  of  revenue  as  soon  as  possible.  Certainly, 
however,  it  cannot  in  reason  be  charged  against 
a  period  of  somewhat  less  than  seven  weeks' 
duration.  With  regard  to  interest  on  unpaid 
purchase-money,  it  would  almost  appear  as 
though  the  vendors  were  receiving  interest 
twice  over  if  they  take  interest  on  debentures 
and  also  on  unpaid  purchase-money;  but,  if  the 
contract  of  sale  clearly  so  provides,  the  airange- 
ment  would  appear  to  be  binding  upon  the 
company. 

The  position  would  thus  appear  to  be  that, 
assuming  our  surmise  as  to  the  effect  of  the 
contract  actually  entered  into  by  the  company 
is  correct,  the  interest  on  debentures  from  1st 
April  1905  to  loth  February  1906  should  be 
treated  as  discount  on  issue  of  debentures  and 
written  off  out  of  future  profits  extending  over, 
say,  three  years.  Interest  on  vendors*  unpaid 
purchase-money  from  the  ist  April  1905  to 
nth  February  1906  should  be  carried  to 
Purchase  Suspense  Account,  and  the  interest 
from  the  nth  February  to  the  31st  March  1906 
charged  against  profits  for  that  period. 
Managing  directors'  salaries  and  directors'  £ees 
should  be  dealt  with  in  the  same  way  as 
interest  on  unpaid  purchase-moneyP§^^ 
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In  compiling  the  Revenue  Account  it  is 
necessary  for  the  directors  to  determine  what 
profit  (or  loss)  was  made  prior  to  the  nth 
Febmary  igo6,  and  what  was  made  in  the 
ensuing  period.   If  stock  was  not  taken  on  the 
ixth  Febmaiy  the  directors  must  assume  the 
responsibility  of  making  the  apportionment 
upon  a  reasonable  basis,  in  some  such  manner 
as  that  explained  in  Dickseb's  "Advanced 
Accounting."   The  balance  of  the  Revenue 
Account  for    the    period  ending  the  loth 
February  1906  may  be  transferred  to  Suspense 
Account,  while  against  the  Revenue  Account 
for  the  following  seven  odd  wetks  must  be 
charged  interest  on  debentures,  interest  on 
unpaid  purchase-money,  managing  directors' 
salaries,  and  directors'  fees  attributable  to  that 
period.    If  this  last-named  Revenue  Account 
then  shows  a  credit  baUnce  it  will  be  legally 
available    for   distribution    as  representing 
profits  for  that  period,  although  the  expediency 
of  paying  a  dividend  under  the  circumstances 
named  naay  well  be  questioned.    If,  on  the 
other  hand,  the  account  shows  a  debit  balance, 
it  must  be  carried  forward  to  the  next  year. 

With  regard  to  what  we  have  called  the 
Purchase  Suspense  Account,  this  will  show  a 
debit  balance  representing  payments  that  have 
had  to  be  made  by  the  company  under  valid 
contracts  entered  into  by  it,  in  addition  to  the 
£20,000  stated  by  our  correspondent.  The 
account  may  be  properly  closed  by  transfer  to 
the  debit  of  Goodwill  Account,  and,  indeed, 
should  be  so  treated  in  the  first  instance,  for  in 
point  of  fact,  if  our  surmise  as  to  the  &cts  is 
correct,  the  company  must  have  paid  in  one 
way  or  another  considerably  more  than  £4,000 
for  the  goodwill  of  the  business  acquired. 

We  now  come  to  the  second  part  of  our 
coneqxmdent's  inquiry.    The  vendors,  appar- 


ently considering  that  they  are  being  paid  too 
much  for  the  business  which  they  sold  to  the 
company — and  perhaps  more  than  they  expected 
to  receive,  there  having  possibly  been  some 
misapprehension  as  to  the  practical  effect  of 
the  agreement  actually  entered  into — are 
desirous  of  surrendering  to  the  company  two 
thousand  fully-paid  £1  shares.  The  question 
arises  as  to  how  such  a  surrender  can  in  point 
of  fact  be  carried  into  effect. 

Primd  facte  what  is  desired  is  a  reduction  of 
the  company's  capital ;  and  it  would  no  doubt 
be  an  easy  matter  to  secure  the  approval  of  the 
Court  to  a  scheme  for  reduction  under  such 
circumstances,  in  which  event  Share  Capital 
Account  might  be  debited  and  Goodwill 
Account  credited  with  £2,000,  and  the  whole 
matter  regarded  as  brought  to  an  end.  Very 
possibly,  however,  the  expense  and  perhaps  even 
the  publicity  of  a  reduction  of  capital  may  be 
regarded  as  undesirable ;  but  it  is  doubtful 
whether  shares  can  be  otherwise  surrendered 
except  as  a  short  cut  to  forfeiture,  and  thus  the 
expediency  of  attempting  anything  of  the  Idnd 
seems  open  to  question.  Certainly  no  such 
surrender  should  be  carried  through  by  a  com- 
pany without  first  obtaining  proper  legal 
advice.  In  giving  judgment  in  Trevor  v* 
Whitworth,  Lord  Herschell  said:  " The 
"  authority  of  each  case  of  surrender  of  shares 
"  must  be  decided  upon  its  merits.  Possibly  a 
"  surrender  to  the  company  byway  of  donation 
*'  may  be  free  from  objection,  and  there  may 
"  be  other  causes."  This  dictum^  so  far  as  it 
goes,  would  justify  such  a  surrender  as  that 
contemplated  by  our  correspondent,  but  it 
hardly  appears  to  be  sufficiently  definite  to 
remove  all  doubt  with  regard  to  the  matter. 

If  it  be  desired  to  carry  through  some 
arrangement  with  the  ^^p^gy  gt^O^fee 
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outlined  by  our  correspondent,  and  not  to 
apply  to  the  Court  for  sanction  to  a  scheme 
for  a  reduction  of  capital,  we  would  suggest 
that  the  vendors  by  deed  assign  to  trustees 
nominated  by  the  conipany  two  thousand  fully 
paid  shares  of  each,  to  be  held  by  such 
trustees  for  the  benefit  of  the  company.  Were 
such  an  assignment  made,  there  would,  we 
think,  be  nothing  improper  in  deducting 
£2,000  from  the  share  capital  of  the  company 
as  shown  on  the  face  of  the  Balance  Sheet, 
provided  a  note  were  appended  stating  that  in 
addition  to  the  above  shares  two  thousand 
fully-paid  shares  were  registered  in  the  names 
of  trustees  for  the  company,  to  whom  they  had 
been  surrendered  by  the  vendors  to  enable  the 
Goodwill  Account  to  be  written  down  to  a 
corresponding  extent,  and  per  contra  3^2,000 
might  be  credited  to  the  Goodwill  Account. 
The  whole  of  the  facts  would  then  be  stated 
upon  the  face  of  the  Balance  Sheet,  which 
would  accordingly  not  be  open  to  objection » 
but  whether  this  would  not  amount  to  a 
publicity  almost  equal  to  that  necessitated  by 
an  application  for  a  reduction  of  capital  is,  of 
course,  another  point  that  would  have  to  be 
considered  before  any  definite  steps  were  taken 
as  to  the  best  course  to  pursue  in  view  of  all 
the  circumstances. 

An  alternative  plan  would  be  to  leave  the 
subscribed  capital  at  the  gross  figure,  and  to 
include  2,000  as  an  asset  under  the  heading 
of  Investments.  Unless,  however,  the  nature 
of  the  investments  is  very  clearly  stated,  this 
method  would  be  open  to  grave  objection  as 
being  likely  to  mislead ;  and  in  any  event  we 
question  whether  it  could  be  regarded  as 
strictly  accurate,  in  that  the  essence  of  the 
whole  matter  is  that  the  shares  surrendered  are 
not  and  cannot  be  regarded  as  the  property  of 


the  company,  in  that  it  is  ultra  vires  for  a  com- 
pany to  purchase  its  own  shares,  and  pre- 
sumably ultra  vires  for  it  to  become  the  legal 
owner  thereof.  The  item  might  be  dealt  with 
upon  the  assets'  side  by  being  described  as 
"  Interest  of  the  company,  under  a  trust  created 

on  the  day  of   igo6,  in  a  fund 

consisting  of  shares  in  the  company  valued  at 
par",  but  it  is  at  least  open  to  question  whether 
this  plan  possesses  any  advantages  over  that 
which  we  first  mentioned,  of  deducting  the 
;^2,ooo  from  the  subscribed  capital  and  append- 
ing a  foot  note  explaining  why  such  deduction 
had  been  made. 


5ecret  Reserves. — III. 

A  S  we  indicated  last  week,  we  now  propose 
^  to  discuss  in  general  terms,  and  quite 
irrespective  of  its  effect  upon  any  particular 
undertaking,  the  logical  consequences  of  the 
decision  of  Mr.  Justice  Buckley  in  Newton  v. 
The  Birmingham  Small  Arms  Company,  Lim. 
The  decision  in  effect  provides  that  so  long  as 
the  statutory  right  of  an  auditor  to  inspect  all 
the  books,  papers,  documents,  and  vouchers  of  a 
company,  and  to  report  to  the  shareholders  as  to 
the  result  of  his  investigations,  is  not  infringed, 
it  is  open  to  a  company  by  its  articles  of 
association,  as  or^inally  framed  or  as  modified 
by  special  resolution,  to  absolve  the  directors 
from  so  framing  the  company's  annual  Balance 
Sheet  as  to  truly  and  fully  disclose  the 
whole  of  the  company's  position,  and  to  permit 
them  to  issue  instead  an  emasculated,  or 
edited,  statement  of  that  position,  so  long 
as  this  latter  does  not  disclose  a  position  of 
afi'airs  more  favourable  than  that  which  in 
point  of  fact  obtains.  That  is  to  say,  Mr. 
Justice  Buckley  fepi^B?ice9t|y@^teed  the 
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legitimacy  of  the  proposed  Secret  Reserve, 
Internal  Reserve,  or  Secret  Service  Fund — by 
whichever  name  it  may  be  known — and  merely 
hintSj  by  way  of  caution,  that  such  Reserve 
must  have  a  real  existence,  or,  at  all  events, 
not  be  a  minus  quantity. 

In  order  to  properly  discuss  the  whole  of  the  j 
possibilities  that  logically  follow  upon  this  | 
admission,  it  is  desirable  that  we  should 
dissociate  ourselves,  and  that  our  readers 
should  dissociate  themselves,  entirely  from 
any  special  features  that  may  obtain  in  the 
case  of  the  Birmingham  Small  Arms  Company, 
Lim.,  or  any  other  specific  concern  which  they 
may  have  in  mind.  While  it  may  be  con- 
ceded in  the  fullest  possible  terms  that  under 
favourable  circumstances  this  limitation  of  the 
liability  of  directors  to  account  may  be  entirely 
in  the  interests  of  all  parties  concerned,  the 
point  to  which  we  now  wish  to  specially  direct 
attention,  and  which  it  is  important  should  be 
fully  and  frankly  &ced,  is  as  to  whether  the 
principle  laid  down — that  an  accounting  party 
need  not  account  for  the  whole,  provided  a 
majority  of  those  to  whom  he  is  accountable  is 
content  with  an  account  as  to  part — is  one  which 
can  be  prudently  accepted  for  general  purposes, 
and  regarded  as  a  safe  principle  upon  which  to 
regulate  the  law  relating  to  accounts  and  audit. 

We  do  not  propose  to  waste  time  by  enumer- 
ating the  somewhat  obvious  advantages  of, 
upon  occasions,  keeping  back  some  portion  of 
the  whole  truth  in  the  into^sts  of  the  collective 
undertaking.  The  arguments  in  favour  of  this 
course  have  been  frequently  repeated,  are 
somewhat  obvious,  and  are  doubtless  quite 
familiar  to  our  readers.  Our  object  at  the 
present  time  is  to  put  forvrard  the  converse  of 
this  position,  and  to  draw  attention  to  the 


abuses  to  which  it  may  afTord  encouragement 
under  unfavourable  circumstances. 

It  is  obvious  that  while  in  the  case  of 
most  sound  and  profitable  undertakings  the 
management  is  entirely  honest,  the  directors 
are  above  suspicion,  have  a  sufBciently 
substantial  stake  in  the  undertaking  to  give 
security  therefor,  and  are  in  the  highest 
degree  unlikely  to  allow  their  interests  in  other 
undertakings  to  dwarf  their  sense  of  responsi- 
bility with  regari  to  the  particular  company 
immediately  under  review,  it  would  be  fatuous 
in  the  extreme  to  assume  as  a  matter  of  course 
that  all  the  directors  of  every  company  were 
equally  impeccable.  It  is  unfortunately  the  fact 
that  many  directors  are  not  even  so  straight- 
forward that  they  may  be  safely  relied  upon 
to  do  the  square  thing  unless  self-interest 
prompts  such  a  course.  In  the  majority  of 
registered  companies  a  director's  qualification, 
and  for  that  matter  a  director's  holding,  is  not 
sufficiently  substantial  to  of  itself  provide  any 
very  effective  security  for  transcendental 
honesty  ;  while  the  growing  practice  of  plurality 
in  directorships  introduces  conflicting  interests, 
which  are  often  in  the  highest  degree  difficult 
even  to  those  whose  honesty  and  level-headed- 
ness  are  absolutely  beyond  discussion.  In  many 
cases  it  is  notorious  that  directors  go  upon  the 
board  of  "  A  "  company,  not  for  the  sake  of 
securing  advantages  to  that  company  or  its 
shareholders,  but  with  the  sole  object  of  push- 
ing the  advantages  of  the  "  B  "  company,  in 
which  they  are  more  substantially  interested. 
This  state  of  affairs  has  gone  so  far  that  in 
many  cases  directors  of  companies  have  been 
frankly  described  as  sitting  upon  the  board  of 
one  company  as  "  representing  "  the  interests 
of  another  undertaking  altogether— a  position 
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which  is  absolutely  untenable,  and  requires  only 
to  be  specified  to  carry  with  it  its  own  denun- 
ciation. That  it  is  a  very  usual  position, 
however,  none  who  have  much  experience  of 
company  matters  will  care  to  deny. 

Nov;  bearing  in  mind,  therefore,  that  it 
would  be  unreasonable,  and  even  childish,  to 
assume  as  a  matter  of  course  that  the  directors 
of  every  company  are  honestly  and  seriously 
striving  single-heartedly  for  the  advancement 
of  that  company  alone,  let.  us  ask  ourselves 
what  may  be  the  position,  if  these  directors 
have  the  control  of  an  unknown  amount  of 
money,  concerning  which  they  are  under  no 
obligation  whatever  to  account  to  anyone, 
except  in  the  event  of  their  actions  becom- 
ing so  outrageous  that  the  auditor  considers 
it  his  duty  to  break  the  bounds  of  silence 
which  have  been  impliedly  (although  not 
explicitly)  imposed  upon  him,  and  divulge  to 
the  shareholders — which  in  practice  but  too 
often  means  to  the  whole  world — what  is  being 
done  with  this  Reserve  which  the  shareholders 
collectively  have  expressly  desired  should 
remain  a  secret.  Obviously,  there  would  be 
the  very  greatest  reluctance  upon  the  part  of 
any  ordinary  auditor  to  break  silence  in  such  a 
case  until  the  last  possible  moment,  and  a  very 
serious — and,  as  it  seems  to  us,  an  unnecessary, 
and  even  undue — responsibihty  is  thus  thrown 
upon  him,  concerning  which  we  shall  have 
something  special  to  say  hereafter.  At  the 
moment  we  may  point  out  that  these  secret 
funds  may  be  employed  corruptly  in  bribing 
parties  who  are  in  a  position  to  advance  the 
fortunes  of  the  company  by  placing  orders,  by 
passing  bad  work,  by  circulating  inaccurate 
Statements,  and  the  like.  They  will  be  equally 
available  as  the  sinews  of  war  to  attack  com- 
petitors, so  that  contracts  be  not  given  to  them 


even  when  their  tender  is  lowest,  or  that  when 
contracts  are  given  to  them  an  impossible 
standard  of  excellence  is  expected  before  the 
work  will  be  passed,  or  for  the  circulation  of 
injurious  or  libellous  reports  and  rumours  as  to 
their  position  and  standing.  They  will  be 
available  also  to  "  level  up  "  bad  years,  thus 
concealing  losses  occasioned  by  mismanage- 
ment, recklessness,  or  even  fraud  upon  the  part 
of  directors  or  their  subordinates ;  and  they 
will  be  available  further  to  enable  the  directors 
to  finance  each  other,  or  the  numerous  other 
companies  in  which  each  or  all  of  them  may 
be  interested;  or  they  may  even  vote  the 
money  away  as  presents  to  each  other  for 
"  additional  services "  alleged  to  have  been 
rendered,  without  the  shareholders  being  one 
whit  the  wiser. 

We  do  not  say  that  all,  or  even  any,  of  these 
abuses  are  likely  to  arise  in  every  case  where  a 
Secret  Reserve  is  established  (even  if  the 
admittedly  first-class  undertakings  be  excepted 
in  the  first  instance,  as  we  have  excepted  them 
throughout  the  whole  of  this  article) ;  but  we 
do  say  that  in  every  case  the  abrogation  of  the 
right  to  call  for  an  account  opens  the  door  to 
almost  every  conceivable  kind  of  laxity,  incom- 
petence, and  fraud ;  and  we  have  attempted  to 
instance  a  few  of  the  more  obvious,  and 
perhaps  more  likely,  forms  of  abuse  that  might 
be  expected  to  arise,  were  the  institution  of 
a  Secret  Reserve  to  become  general  among 
companies  controlled  by  those  whose  personal 
honesty  is  not  absolutely  beyond  suspicion. 


Bukcn'  Book!  Giving  evidence  before  Sir  C.  Dilke'a 
ud  iDcooM-Tu.  Select  Committee  o£  the  House  of 
Commons,  Sir  Felix  Schuster  expressed  himself  as 
strongly  opposed  to  tte  «|gei,gy^y^  been 
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made  ctf  forcii^  bankers  to  disclose  their  customers' 
aceoDots.  The  Chairman  pointed  out  that  what  was 
desired  was  not  so  much  information  as  to  the  amount 
of  the  income,  but  .as  to  certain  classes  of  income  which 
were  taxable  bnt  did  not  pay,  and  he  iostanced  a  case 
of  r^alar  remittances  of  the  same  amount  received 
bom  abroad  which  would  obviously  be  a  return  on 
totoffa  investments.  The  new  Icnigbt  was,  however, 
veiy  firm  on  the  point,  and  replied  that  he  did  not 
bdieve  such  information  could  be  obtained  from  a 
banker's  books,  and  even  if  it  could  it  would  be  very 
simple  for  the  client  to  have  the  amount  remitted  direct 
to  himself  instead  of  to  the  bank  and  then  pay  in  to  the 
banker,  thus  rendering  evasion  easy. 


Ttrtti  Hun  Note  should  be  carefoUy  made  of  the 
OvtUealM.  judgment  of  the  House  of  Lords  In 
the  Fingall  forgery  case.  It  will  be  remembered  that 
plaiQti&  smc^t  to  recover  ^^20,000  in  connection  with 
some  iliares,  the  certificate  of  which  was  forgq^  by  a 
Eonner  secretary  of  the  defendant  company.  The  Lord 
CbanceUor — Lords  Macnaghten,  Davey,  James,  Robert- 
aoo,  and  Atkinson  concurring — upheld  the  decision  of 
the  lower  Coort,  and  dismissed  the  appeal  with  costs. 
Iq  the  coarse  of  his  judgment  the  Lord  Chancellor 
said  that  although  the  secretary  in  question  was 
admittedly  a  proper  person  to  deliver  certificates  on 
behalf  of  the  company,  he  had  not  made,  nor  was 
held  out  as  having  made,  any  representation  or  warranty 
that  the  certificate  was  genuine.  He  regarded  the 
decision  in  the  case  of  Shaw  v.  Port  Phillip  Gold  Mining 
Company  as  one  that  might  be  upheld  upon  the  supposi- 
tion that  the  secretary  there  was,  in  fact,  held  out  as 
havii^  antbority  to  warrant  the  genuineness  of  a  certifi- 
cate. Extreme  care  in  these  matters  will  now  be  the 
order  of  the  day.  and  it  will  soon  be  necessary  for  the 
certificate  to  be  supported  by  inspection  of  the  Register 
of  Membeia. 


c«»mtiea  Bilto.  ^"^^  «a»nple  set  by  the  Liverpool 
Corporation  in  coming  to  the  Bank  of 
England  to  discount  its  six  months'  bills  has  caused  a 
correq>ondent  of  a  financial  contemporary  to  express 
a  de\-oat  hope  that  the  practice  will  not  be  followed  by 
other  manicipalities.  He  points  out  that  if  this  did 
h^ipen,  since  the  namber  of  needy  local  anthmties  is 
my  great,  the  credit  system  of  the  country  would  be 
rttatoed  to  the  attermost,  and  it  is  not  so  much  a 
qoeition  of  the  staUUty  of  the  borrowers  as  of  the 


cumulatiw  danger  of  these  loans.  In  case  of  a 
financial  panic,  he  states  that  Liverpool,  or  any  other 
municipality,  could  only  meet  its  engagements  by 
renewing  its  bills,  for  there  can  be  no  liquid  resources 
behind  them.  An  *'  old  and  shrewd  banker "  is 
reported  to  have  said,  in  this  connection,  that  he  never 
liked  any  money  bill,  and  he  liked  these  municipal  bills 
least  of  all — ^they  were  not  legitimate  trading.  The 
point  seems  to  be  one  open  to  some  discussion,  and 
our  readers  are  invited  to  express  their  opinions. 


TbrlR  In  IMS. 


According  to  the  Parliamentary  Return 

recently  published,  relating  to  the 
Post  Oifice  Savings  Bank  in  1903,  it  appears  that 
;^42,300,6x6  was  deposited  in  tiie  year,  the  withdrawals 
being  £■42,096,036.  ;^'204,58o  does  not  speak  very 
fluently  of  spare  cash !  The  balance  due  to  depositors 
at  the  end  of  the  year,  inclusive  of  £2,567,206  interest, 
was  ^152,111,139  as  compared  with  jCM8t339t353  the 
end  of  the  previous  year. 


t  PnipaMos  1'be  Tanjong  Pagar  Dock  Company 
Company.  Lim.,  was  formed  to  construct  and 
manage  wharves,  docks,  machine  shops,  and  ship- 
building yards  at  Singapore  and  Penang,  and  was  one 
of  the  largest  and  most  influential  concerns  in  the 
East,  but  had  been  so  prudently  conducted  that  its 
entire  capital  consisted  of  but  thirty-seven  thousand 
shares  of  one  hundred  dollars  each.  In  December 
1904  the  Government  of  the  Straits  Settlements 
decided  to  acquire  the  whole  of  the  undertaking, 
leaving  the  question  of  compensation  to  the  company 
to  be  determined  by  arbitration.  The  matter  was 
referred  to  Lord  St.  Aldwyn  in  October  1905,  and  his 
award  has  just  been  issued  directing  the  Government 
to  pay  to  the  company  an  aggregate  sum  of  28,348,114 
doUars.  In  addition,  the  Government  has  to  pay  com- 
pensation to  the  directorate,  and  the  costs  of  the 
arbitration. 


The  BlnnlB(ha»  ^*  *  general  meeting  held  on  the  i6th 
SnaU  bms  inst.  the  directors  submitted  for  the 
Compuy.  Um.  approval  of  the  shareholders  amended 
articles  of  association  which,  it  is  understood,  have  been 
revised  to  meet  the  requirements  laid  down  by  Mr. 
Justice  Buckley  when  granting  an  injunction  against 
the  company  at  the  instance  of  Su:  A.  J.  Newton,  Bart. 
The  press  were  not  allowed  to  be  pr«e^t^[^t^^ipf  ({^g, 
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and  we  have  recdved  no  authentic  copy  of  the  resola- 
ticms  submitted.  We  can,  therefore,  express  no  opinion 
as  to  how  the  directors  propose  to  create  a  Secret 
Reserve  concerning  which  the  shareholders  should  have 
no  means  of  information  without  infringing  the  injunc- 
tion already  granted.  Upon  this  point,  however, 
doubtless  more  will  be  heard  io  due  course.  It  is 
understood  that  at  the  meetlog  the  resolution  was 
defeated  by  36  votes  to  27,  but  carried  by  a  large 
majority  at  the  poll  which  was  subsequently  held. 
There  Is,  of  course,  still  the  confirmatory  meeting  to  be 
held,  and  theu,  so  far  as  can  be  judged,  there  will  be  a 
repetition  of  litigation.  Upon  that  point,  however,  it 
is  as  yet  too  early  to  speak,  for  the  opposition  to  the 
directors  has  gained  considerable  strength  by  the 
entrance  upon  the  lists  of  Mr.  Arthur  Chamberlain. 


 ,    On  the  17th  inst.  The  Financial  News 

Fifty  Tean  oC  ' 

jeiBt-itMk  issued  a  supplement  under  the  above 
BBtwprtia.  title  which  deals  shortly  with  joint- 
stock  legislation  in  this  country,  not  merely  during  the 
past  fifty  years,  but  from  the  days  of  the  South  Sea 
Bubble  onwards.  This  supplement  contains  an 
interesting  and  probably  unique  alphabetical  list  of  all 
the  more  important  prospectuses  that  have  been  issued 
in  London  since  1862,  a  list  which  causes  one  to  re^gret 
that  the  compulsory  filing  of  prospectuses  was  not 
earlier  insisted  upon.  Even  now,  however,  the  curious 
inquirer  can,  we  understand,  obtain  a  type-written 
copy  of  any  one  of  these  docaments  upon  payment  of 
a  fee  of  two  guineas,  which,  while  of  course  placing  the 
acquisition  of  an  exhaustive  collection  entirely  out  of 
reach,  may  be  found  of  considerable  convenience  under 
exceptional  drcnmstances. 


The  letters  which  appeared  in  our 
columns  on  the  subject  of  Check 
Figures  will  doubtless  have  been  read  with  interest, 
but  in  the  absence  of  a  more  detailed  explanation  it 
is,  of  course,  impossible  to  form  any  opinion  as  to  the 
practical  merits  of  the  system.  So  far  as  we  can 
gather,  it  would  appear  to  involve  for  all  practical  pur- 
poses the  keeping  of  the  books  in  duplicate,  but  the 
duplicate  being  in  some  form  of  shorthand  occupies 
far  less  time  and  proves  a  more  effective  check  than  a 
mere  repetition  of  the  same  figures  would  be.  We 
quite  appreciate  that  the  originator  of  such  a  scheme 
is  entitled  to  adequate  recognition  for  his  ingenuity, 
but  we  somewhat  question  whether  anything  in  the 
nature  of  a  secret  process  in  accounting  is  ever  likely 


to  be  sufficiently  generally  nsed  to  be  of  advantage 
even  to  its  originator.  In  the  nature  of  things  snch  a 
secret,  which  must  be  known  to  many,  cannot  be  kept 
for  long ;  while  the  idea  of  anything  in  the  nature  of  an 
important  discovery  being  so  kept  a  secret  is  directly 
contrary  to  all  professional  practice.  In  the  nature  of 
things,  therefore,  it  starts  under  a  ban  which  must  for 
the  time  at  least  retard  its  development,  whatever  the 
intrinsic  merits  of  the  system  may  be. 


Th«  Bobart  satisfactory  to  observe  that 

FietabirPrin.  the  Robert  Fletcher  Prize  has  not  had 
to  go  beg^ng  a  second  time.  It  is  true  that  upon  this 
occasion,  as  at  the  November  examinations,  the  can- 
didate first  in  order  of  merit  exceeded  the  age  limit, 
but  Mr.  H.  B.  Bigham,  who  was  placed  second, 
secured  a  sufficient  number  of  marks. to  entitle  him 
to  the  distinction.  Mr.  Bigham  is  articled  to  Mr.  W.  F. 
Bridgwater,  F.C.A.,  of  the  firm  of  W.  F.  Bridgwater 
&  Scurrah,  of  Birmingham. 


_  Sir  Melville  Beechcroft  has  given 

AndltoTMnDlelpai  notice  of  a  motion  at  the  London 
AoMnats.  County  Council  that  the  Finance  Com- 
mittee should  consider  and  report  whether  it  would 
not  be  in  the  interests  of  the  Council  and  the  public 
that  the  accounts  of  the  trading  undertakings  of  the 
Council  should  be  subjected  to  audit  by  professional 
accountants  nominated  by  the  Local  Government 
Board.  There  can  be  no  question  as  to  the  desirability 
of  an  effective  system  of  professional  audit  as  a  means 
of  reviving  public  confidence  in  these  undertakings, 
but  whether  the  Council  will  have  the  business  acumen 
to  view  the  matter  in  that  light  of  course  yet  remains 
to  be  seen. 


Gapital  Correspondence  column  last 

Ezpanditan  mi4  week  "  F.  R.  M."  raises  a  question  as 
DiMoaBtc  tQ  whether  a  limited  company  is 
entitled  to  treat  discounts  received  in  respect  of  Capital 
expenditure  as  Revenue  earnings,  or  whether  they  must 
in  all  cases  be  treated  as  a  deduction  from  such 
expenditure,  and  accordingly  capitalised.  From  a 
strictly  legal  point  of  view  there  is  little  donbt 
that  if  the  discounts  in  qnestion  are  bond  fide  cash 
discounts  they  might  be  credited  to  Revenue,  assuming, 
as  is  of  course  probable,  that  the  company's  memo* 
randnm  and  articles  of  association  are  sufficiently  wide 
to  enable  ordinary  credit  disconnts  to  be  so  treated. 

But,  on  the  other  hand,  if  the  di8<26an^  ))^  ^ J^nd  fieU 
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rebates  for  a  prompt  cash  payment,  bat  represent 
a  ddlberate  loadmg  of  Capital  expenditure,  then 
doubtless  they  conld  aot  be  justified  as  profits 
available  for  distribation  in  tbat  tbe  transactions  would 
have  no  reality.  As  a  matter  of  ordinary  budnens 
pradence  we  think  tbat,  as  a  role,  cash  discounts 
would  under  these  circumstances  be  deducted  from 
C^tal  expenditure ;  but  in  cases  where  the  payment 
was  made  at  a  sufficiently  early  date  to  enable 
advautage  to  be  taken  of  tbe  cash  discount  by  reason 
moDey  having  been  borrowed  at  interest,  then  no 
doubt  it  would  be  entirely  proper,  inasmuch  as  interest 
on  borrowed  moneys  would  be  debited  to  Revenue,  to 
credit  Revenue  with  tbe  saving  effected  by  paying  for 
tbe  Capital  expenditure  before  it  was  actually  due. 


VmuI  In  reply  to  "  Auditor,"  whose  letter 
lodiunaiy.  under  the  above  beading  appeared  in 
oar  last  jssnei  if  an  andltor  is  appointed  In  the  middle 
of  a  financial  period  owing  to  the  death  of  his  prede- 
cessor, it  is  certain  that  be  cannot  with  complete 
safety  accept  the  work  done  by  his  predecessor  daring 
the  current  period.  But,  apart  from  the  fact  that  his 
legal  respoosilnlity  will  be  for  the  whole  year,  there  is 
the  practical  risk  that  under  sneh  circumstances  a 
mistake  may  easily  arise  as  to  tbe  exact  point  to  which 
tbe  previous  checking  extended.  With  regard  to  tbe 
question  as  to  whether  the  representatives  of  the 
deceased  auditor  have  any  claim  in  respect  of  work 
commenced  bat  not  completed,  so  far  as  we  are  aware 
tbe  point  has  not  been  expressly  decided,  but  under 
normal  circumstances  tbe  answer  must  be  in  the 
negative.  This  is  confirmed  by  the  equities  of  the 
staatiott,  in  that  the  new  auditor  will  naturally  require 
to  be  paid  for  the  whole  year,  and  it  would  not  be  fair 
to  opect  the  company  to  pay  twice  over  because  the 
old  auditor  had  died.  If,  however,  there  be  an  arrange- 
ment fcK  a  continuous  audit,  and  that  audit  has  been 
performed  up  to  a  point,  the  representatives  of  the 
deceased  auditor  would  no  doubt  be  entitled  to  a 
qMMtmm  meruit. 


■MMpai  At  the  fourth  annual  meeting  of  the 
^■W"*  Indnstrial  Freedom  League,  held  at  the 
Westminster  PaJace  Hotel,  Sir  Felix  Schuster  pre- 
siding.  Lord  Avebnry  stated  that  the  number  of  electric 
ligfat  ondertakings  worked  by  mnnidpal  authorities 
during  the  past  twelve  months  was  191,  their  aggre- 
gate capital  expenditure  37  millions,  and  the  profit 
claimed  to  have  been  made  ^z^itooo^  or,  say,  per 


cent  He  added,  however,  that  the  amount  put  to 
depreciation  was  only  i  per  cent.,  whereas  2}  per  cent, 
must  be  regarded  as  quite  a  minimum,  which  would 
suffice  to  turn  tbe  so-called  profit  into  a  heavy  loss. 
Turning  to  tramways,  his  Lordship  stated  that  48 
municipalities  worked  tramways.  Of  these  only  13 
made  any  contribution  to  tbe  rates,  17  made  no  pro- 
vision for  depreciation)  and  only  11  provided  upwards 
of  2  per  cent,  for  that  purpose.  These  figures  are 
interesting  so  far  as  they  go,  and  they  suggest,  of 
course,  tbe  ground  for  further  inquiry,  but,  at  tbe  same 
time,  it  certainly  cannot  be  said  that  they  exhaust 
the  subject. 

Current  Xaw* 


Company  Law. 
Reubens  and  Ladenberg  v.  Great  Fingall 

Consolidated,  Lim.  H.L. 
Held,  confirming  decision  of  Court  of  Appeal,  that  a 
limited  company  is  not  responsible  to  innocent  third 
parties  who  have  parted  with  money  io  exchange  for 
forged  share  certificates  of  the  company. — (Times, 
July  ao.) 

In  re  Tbe  Companies  Acts,  i86a  to  igioo,an4  In  re 
The  Educational  and  Commercial  Publishing  Com- 
Patty,  Lim. 

Swinfen-Eady,  J. 
Held,  that  when  an  order  has  been  made  for  the 
compulsory  winding-up  of  a  company  which  has  been 
previously  struck  off  tbe  Register  under  Section  7  of 
the  Companies  Act,  1S80,  tbe  name  of  the  company 
may  be  restored  to  the  Register  to  enable  the  winding- 
up  to  be  continued.— (Times,  July  23.) 


Correspondence  anD  BnqutrieB- 

All  communications  to  the  Editor  should  be 
by  letter  only. 

Superannuated  Qovernment  Officials  and 
Competition. 
fTo  the  Editor  ef  The  AeegmtantJ 

Sir, — 1  have  read  tbe  paragraph  in  your  issue  of  to- 
day's date  referring  to  the  late  Official  Receiver.  In 
principle  your  conclusions  may  be  correct,  but  in  Mr. 
Sharpe's  case  tbey  certainly  do  not  apply.  From  my 
business  knowledge  of  him,  extending  over  tbe  past 
seventeen  years,  I  am  sure  he  would  not  take  an  unfair 
advantf^e  of  any  man.  Under  tbe  circumstances  of 
his  retirement  I  consider  l^^^^j@@0^^'*' 
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mencing  practice  as  an  accountant,  and  the  majorify 
of  Birmingham  accountants  will,  I  feel  sure,  agree  with 
my  views. 

Yours  faithfully, 

ERNEST  T.  KERR. 

Birmingham,  July  zist  1906. 

[We  did  not  suggest,  and  had  no  intention  of 
suggesting,  that  Mr.  Sharpe  would  take  an  unfair 
advantage  of  any  man. — Ed.  Acct.] 


Capital  Expenditure  and  Apportionment. 
fTa  tkt  Editor  of  Tkt  Accmntani.} 
Sir,— Your  answer  to  the  first  part  of  "  F.  R.  M.'s  " 
inquiry  in  last  week's  issue  is  somewhat  difficult  to 
fiallow.    My  opinion  on  the  point  would  be : — 

(1)  If  the  discount  can  clearly  be  classed  as  a 

"  cash,"  as  distinct  from  a  "  trade,"  dis- 
count; and 

(2)  If  the  outlay  is  one  other  than  the  initial  out- 

lay on  formation  ; 
the  Profit  and  Loss  may  rightly,  as  well  as  legally, 
be  credited.  There  will  have  been  a  translation,  and 
the  asset  or  liability  affected  (say  the  bank  overdraft) 
will  result  in  the  Profit  and  Loss  being  adversely 
affected.  However  this  may  be,  I  think  the  custom 
in  some  parts  of  the  country  with  regard  to  initial 
outlay  is  to  lump  all  the  preliminary  expenditure  and 
income  up  to  the  commencement  of  actual  trading  and 
to  apportion  this  to  the  cost  of  the  various  assets.  I 
have  often  thought  some  of  your  coirespondents*  views 
on  the  practice  followed  in  this  respect  would  be  very 
useful  and  interesting. 

With  regard  to  the  second  part,  would  it  not  be 
correct  to  say  that  the  income  from  property  would  be 
taken  to  mean  net  rentals,  &c.,  and  as  insurance  is  a 
very  proper  and  necessary  expenditure,  it  would  enter 
into  apportionment  ?  Whatever  the  strict  meaning  of 
the  law,  I  think  an  accountant  would  be  justified  in 
apportioning  both  insurances,  rates,  taxes,  &c.,  paid  in 
advance. 

Yoars  truly, 

Bolton,  July  zist  1906.  M.  N.  PROCTOR. 

[Vide  Weekly  Note  on  page  100.  We  cannot  advise 
accountants  that  they  are  justified  in  ignoring  the  law; 
in  doubtful  cases  they  should  take  proper  legal  advice, 
and  act  upon  it.— Ed.  Acct.] 

What  Is  a  Cfieck  Ptgure? 

(To  tkt  Editor  of  Tkt  Aceounianl.) 
Sir,— As  the  inventor  of  many  English  Check-Figure 
Systems  based  on  many  numbers,  I  think  I  may  say 
that  I  am  in  a  position  to  state  facts  regarding  Check* 
Figure  Systems  in  general. 


A  Check-Figure  System  is  a  very  tricky  thii^  to 
handle,  there  are  many  weaknesses  which  time  alone 
can  reveal.  If,  however,  a  Check-Figure  System  has 
stood  the  test  of  over  two  years  by  large  English  firms, 
it  is  evident  that  that  system  is  good  enough  for  most 
firms,  and  the  one  to  be  recorded  as  the  "  survival  of 
the  fittest." 

I  do  not  know  to  which  Check-Figure  S3r8tem 
"H.T.  L."  refers,  however.  Outside  of  check-figure 
aids,  ordinarily  a  proof  of  additions  cannot  he  secured 
on  two  additions  if  both  additions  disagree,  anlessthere 
is  something  to  compare  with.  Consequently,  a  third 
addition  is  necessary  to  verify  which  addition  is  correct, 
no  matter  how  accurate  an  accountant  may  be.  The 
check-figure  decides  this  also.  The  check-figure  having 
already  been  placed  in  the  Ledger  at  the  time  of  post- 
ing, enables  the  accountant  to  prove  the  additions 
therein  at  once,  without  looking  for  trouble. 

The  only  ^stem  of  this  kind  adaptable  for  an  accoun- 
tant is  that  which  entails  a  minimum  of  effort,  thereby 
reducing  the  risk  of  creating  coincidences  arising  fn»n 
incorrect  check-figures.  The  simplicity  of  its  working 
cannot  be  realised  by  a  superficial  review,  practice 
alone  and  the  test  of  time  will  vouch  for  its  merits ;  and 
seemingly  "  H.  T.  L."  has  not  had  the  advantage  of 
this,  judging  from  the  manner  in  which  he  states  the 
check-figure  is  applied.  He  is  wrong  in  asserting  that  the 

code  figure  is  entered  In  the  Day  Book,  &c.,  and 
placed  in  the  Ledger  lastly."  The  Ledger  should  be 
the  birthplace  of  all  code  figures,  and  transferred  hrom 
thence  into  the  Day  Book,  &c.  If  applied  in  the 
manner  he  states  there  could  posdbly  be  no  proof  of 
posting  until  such  time  the  Ledger  Account  is  added, 
by  which  time  possibly  the  debtor  will  have  skipped  the 
country  or  sold  out.  If  "  H.  T.  L."  will  do  me  the 
&vour  of  arrangiug  an  interview  I  will  be  pleased  to 
discuss  the  subject  with  him  and  put  him  iu  possesion 
of  a  system  by  which  he  can  secure  the  check  of  lai^ 
amounts  as  quick  as  the  amoant  is  written,  gratuitously. 
I  have  many  accountants  who,  in  checking  back  firms' 
books,  use  the  system  and  save  considerable  time  and 
labour. 

Yours  faithfully, 

F.  A.  FRINGS,  F.S.S. 

London,  July  zist  1906. 


Deed  of  Asslifnment  and  Execution  Creditors. 

{To  the  Editor  of  The  Accountant.) 
Sir,— Although  my  views  hereon  as  exprMsed  in 
yours  of  aist  inst.  dct)i^pJetflf?JtGe^€!gtet*»ose 
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expressed  by  your  Legal  Contributor,  and  are  quite 
opposed  to  the  opinions  of  Mr.  David  P.  Davies,  I  see 
DO  reason  for  qualifjnng  my  first  letter. 

Your  Legal  Contributor  states  that  an  offer  made  by 
deed  is  irrevocable,  and  that  even  if  not  communicated 
to  the  offeree  it  remains  open  for  his  acceptance  on 
his  beooming  aware  of  its  existence. 

No  one  will  seriously  contest  this  as  a  general  prin- 
ciple of  law,  using  the  word  *'  deed  "  as  meaning  "  a 
contract  under  seaL" 

But  this  principle  does  not  apply  to  deeds  of  ai^sign- 
ment.  There  may  be  a  continuing  rigbt  of  acceptance 
in  the  offerees,  but  until  at  least  one  creditor  has 
assented  (verbally  or  in  writing),  or  having  notice  of 
the  deed  has  not  dissented,  there  is  no  trust ;  the 
assignment  remains  a  mere  proposal  as  to  an  arrange- 
ment, the  terms  of  which  are  capable  of  alteration  or 
of  entire  revocation.  Moreover,  while  a  "  deed "  of 
assignment  is  usually  under  seal,  this  is  not  absolutely 
necessary.  The  Deed  of  Arrangement  Act  itself 
defines  a  deed  of  arrangement  as  including  "  any  of 
the  fioUowing  documents,  whether  under  seal  or  not" 
&c.  &c. 

With  regard  to  the  letter  of  Mr.  David  P.  Davies,  I 
note  that  be  quotes  the  same  case  (Harland  v.  Binks) 
m  myself,  therefore  our  different  opinions  may  be  attri- 
butable either  to  Mr.  Davies's  want  of  the  full  report  of 
the  case,  or  to  differences  of  opinion  as  to  the  effsct  of 
the  judgment.  The  other  case  he  quotes  does  not  bear 
on  the  point. 

Privileged  as  I  am  to  know  Mr.  Davies's  position 
geograiAically,  possibly  my  readier  access  to  the  report 
of  the  l^al  issue,  which  was  first  raised  at  the  York 
Asa^es  in  1849,  may  be  the  subject  of  his  present  envy, 
but  Harland  v.  Binks  does  not  support  his  view  that  an 
assignment  is  good  to  defeat  an  execution  creditor, 
even  though  no  creditor  has  assented  thereto,  and 
Uiongh  the  existence  of  the  deed  has  not  been  com- 
municated to  any  creditor. 

Suppose  no  single  creditor  will  assent  to  the  deed, 
that  every  single  creditor  has  in  fact  dissented  in 
writing  thereto.  Is  that  a  deed  of  assignment  for  the 
benefit  of  creditors  ?  Would  it  not  rather  be  a  con- 
veyance of  goods  "  to  the  end  purpose  and  with  intent 
*'to  deby  and  hinder  ....  creditors  of  their 
"just  and  lawful  actions  debts,  &c,"  and  as  such  be 
utterly  void  by  virtue  of  the  provisions  of  13  Etiz. 
cap.  5,  the  words  of  which  statute  I  have  quoted  ? 

Lord  Mansfield  stated  that  these  provisions  could 
not  receive  too  Uberal  a  construction.   When  Mr. 


David  P.  Davies  states  that  "  the  assent  of  a  creditor 
"to  a  deed  only  affects  the  rigbt  of  the  debtor  to 
revoke  the  ass^ment,"  he  is  wrong  to  the  extent  of 
the  word  "  only,"  for  apart  £rom  such  effect  there  is  a 
further  result.  Nor  is  he  correct  in  suggesting  that 
after  an  assignment  of  all  the  property  of  a  debtor, 
the  debtor  ipso  facto  removes  all  his  goods  from  the 
range  of  a  judgment  creditor.  A  creditor's  assent  is 
not  required  merely  to  make  a  contract  by  an  accept- 
ance of  the  **  irrevocable  offer "  referred  to  by  your 
Legal  Contributor ;  it  is  required  in  order  to  create  a 
trust  out  of  what  was  previously  a  proposed  arrange- 
ment. 

In  delivering  judgment  in  Harland  v,  Binks  (1850) 
Lord  Chief  Justice  Campbell  said :~~ 

"  The  question  is  whether  the  relation  of  trustee  and 
cestui  que  trust  has  been  established  in  this  case,  for,  if 
not,  I  think  the  deed  most  have  been  considered  volun- 
tary and  v(^  aa  against  the  defendant  (the  execution 
creditor).  .  .  .  Then  has  that  relation  been  estab- 
lished in  this  case?  Morley  bond  fide  assigns  all  his 
property  to  Harland  for  the  benefit  of  all  his  creditors 
who  should  come  in.  .  .  .  Morley's  attorney  states 
to  three  of  the  creditors  all  that  has  taken  place  .  .  . 
and  each  of  such  creditors  distinctly  says  that  he  is 
.  perfectly  satisfied.  .  .  .  Now  does  not  that  state- 
ment amount  to  saying  that  they  would  come  in  under 
the  deed  .  .  .?  I  think  it  does.  .  .  .  That,  I 
think,  was  sufficient  to  establish  the  relation  of  trustee 
and  eestui  que  trust  between  the  plaintiff  (trustee)  and  the 
creditors." 

Patteson,  J.,  also  based  bis  judgment  upon  the 
question  as  to  whether  a  trust  bad  been  created 
between  the  parties  as  a  result  of  assent  of  the  creditors, 
or  at  least  one  of  them. 

Wightman,  J.,  not  only  concurred  in  the  views  of  the 
other  Judges,  but  dealt  with  the  decision  in  an  earlier 
case  {Garrard  v.  Lauderdale,  3  Sim.  i),  where  the 
execution  creditor  succeeded.  He  said  :  "That  case, 
"however,  is  very  different  In  its  circumstances;  not 
"  one  creditor  was  there  shown  to  have  assented  to 
"  the  deed  in  any  way.  Here  there  has  been  complete 
"  verbal  assent.   .   .  ." 

Thus  the  judgments  in  the  case  quoted  by  Mr.  David 
P.  Davies  not  only  support  the  view  that  if  there  is 
assent  of  one  creditor  (verbally  or  in  writing)  to  a  deed 
of  assignment  it  will  protect  the  goods  so  assigned 
from  execution,  but  they  also  expressly  approved  of  an 
earlier  decision  where  the  deed  was  held  void  under  13 
Eliz.,  cap.  5,  simply  because  no  creditor  was  there 
shown  to  have  been  privy  to  the  deed  b^ore  execution 
was  levied.  Digitized  by  LjOOQ IC 
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The  point  was  again  considered,  and  the  principles 
of  Harland  v.  Binks  were  adopted  in  1887  in  Adnitt  v. 
Hands  (57  L.T.  370).  In  this  case  Lord  Esher,  M.R., 
saldi— 

"  I  am  satisfied  fis  to  what  is  the  law  relating  to  the 
present  case.  When  a  claimant  sets  up  a  deed,  such  as 
this,  against  an  execution  creditor,  a  deed  which 
assumes  to  pass  the  whole  of  a  person's  property  to 
trustees  for  the  benefit  of  his  creditors  geaeratly, 
although  he  proves  that  the  deed  was  bond  fiic,  he  has 
not,  by  that  alone,  doae  alt  that  he  was  bound  to  do. 
If  that  is  all  he  does,  he  only  shows  that  there  is  a  &0iuf 
fiit  intention  to  distribute  his  property  amongst  bis 
creditors,  which  would  be  merely  an  arrangement 
between  him  and  the  trustees,  and  revocable,  and  there- 
fore not  good  as  against  an  execution  creditor.  He 
must  go  a  step  further,  and  show  that  it  is  irrevocable ; 
and  he  can  show  this  by  showing  that  the  deed  has  been 
communicated  to  one  of  tbe  creditors  and  not  dissented 
from  by  him,  which  would  raise  the  relation  of  trustee 
and  cestui  que  tr*a. " 
Lopes,  L.J.,  said;— 

"The  question  is  whether  it  (the  deed)  is  revocable 
or  not.  The  law,  I  take  it,  is  that  a  deed  of  this  kind  is 
irrevocable  if  communicated  to  the  creditors  and  not 
dissented  from.  ...  It  was  for  the  plaintiff  (the 
trustee  under  the  deed)  to  shew  that  the  deed  was  good 
OS  against  an  execution  creditor,  which  he  can  do  by 
showing  that  it  is  irrevocable." 

I  submit  that  there  can  be  no  doubt  about  the 
aathority  fox  my  views  as  expressed  a  week  ago. 

Yours  faithfully, 

SIDNEY  S.  DAWSON. 

Liverpool,  24th  July  igo6. 


Utc  institute  ot  Cbartere&  accountants 
in  Bnglan^  anD  TROales. 


The  following  persons  have  been  admitted  to  membership 
of  the  Institute  as  Associates  in  practice  : — 
Law,  Albert.  Midland  Chambers,  The  Bridge.  Walsall. 

Williams,  Herbert  Leigh  (Oakley  &  Williams),  118  Queen 
Victoria  Street,  E.G. 


Aeettnds  tor  tbe  ensuing  TPSleeft. 


AfMiny— iHSTITtTTB  OF  CHARTSREO  ACCODNTANTS.— 
Parliamentary  and  Law  Committee,  at  2  p.m. 

Wednesday — Institute  of  Chartered  Accountants. — 
Finance  Committee,  at  12.30  p.m. :  Council  meeting, 
3  p.m. 


tTbe  Xeebs  anb  H>tstrict  Cbartereb 
accountants  Stubents'  association. 


The  sixteenth  ordinary  general  meeting  was  held  on  the 
igth  day  of  July  1906,  at  the  I^w  Institution,  Albion  Place, 
Leeds,  Mr.  H.  Gasltell  Blackburn,  F.C.A.,  hi  the  chair. 

The  following  are  tbe 

REPORT  AND  ACCOUNTS. 

Your  Committee  have  pleasure  in  submitting  tbe  report 
for  the  year  ended  31st  March  1906  and  Statement  of 
Accounts. 

During  the  past  year  12  members  have  been  elected  and 
6  members  have  resigned,  the  present  membership  being  55, 
consisting  of  25  honorary  members  and  30  ordinary 
members. 

The  following  lectures  have  been  given  during  the 

session : — 
1905 

Oct.  27. — Lecture,  "  Contncts~Offisr  and  Acceptance." 

Mr.  R.  A.  Chadwick,  M.A.,  LL.M. 
Nov.  17. — Lecture,  "Form  of  Contract — Consideration," 

Mr.  R.  A.  Chadwick.  M.A.,  LL.M. 
Dec.     I. — Lecture,  '*  Bankruptcy."    Mr.  R.  A.  Chadwick, 

M.A.,  LL  M. 

„  14. — Lecture,  "  Report  of  Special  Committee  on 
Income  Tax."    Mr.  A.  F.  Dodd,  F.C.A. 

„  28. — Lecture,  "  Formation  of  a  Company."  M? 
R.  A.  Chadwick,  M.A..  LL.M. 

190G 

Jan.  IX. — Lecture,  "  Rights  and  Duties  of  tbe  Officers  of 
a  Company."  Mr.  R.  A.  Chadwick,  M.A., 
LL.M. 

„  i8.~Lectnre,  "  The  Administration  of  tbe  Estates  of 
Deceased  Insolvoits."  Dr.  D.  F.  de  I'Hoste 
Ranking. 

Feb.  2. — Lecture,  "Rights  and  Duties  of  Liquidators." 
Mr.  R.  A.  Chadwick,  M.A..  LL.M. 
„    22. — Lecture,  "Requisites  of  a  Contract."  Mr. 
W.  E.  Farr,  Solicitor. 
March  2. — Lecture,   "  Rights  and  Duties  of  Trustees." 
Mr.  R.  A.  Chadwick,  M.A.,  LL.M. 
„     16. — Lecture,  "Rights  and  Duties  of  Receivers." 

Mr.  K.  A.  Chadwick.  M.A.,  LL.M. 
Mr.  Chadwick  offered  a  prize  for  the  best  answers  to  a 
paper  of  questions  on  his  lectures.   Tbe  prize  was  awarded 
to  Mr.  E.  W.  Broadbent,  whom  the  Committee  congratulate 
on  his  success. 
The  average  attendance  at  these  meetings  has  been  8  7. 
The  Committee,  on  behalf  of  the  Associadon,  beg  to 
thank  the  President  and  other  gentlemen  who  have  delivered 
lectures  or  presided  over  the  meetings,  of  the  Association 
during  the  year.  Digitized  by  dOOglC 
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Eleven  Caamuttee  meetings  have  been  held,  and  the  |  of  ordinary  members  held  on  the  i4tb  of  December  last, 

attendances  of  the  members  of  the  Committee  have  been  as  [  For  the  benefit  of  those  members  who  were  not  present,  we 

follows : —  give  below  some  of  the  advantages  which  it  is  thongbt  we 

Mr.  C.  E.  Clarke,  A.C.  A.,  3  oat  of  a  possible      Resigned  '  shall  secure :  — 


December  1905. 

Mr.  H.  W.  Godby,  4  oat  of  a  possible  5.  Elected 
January  8th  190C. 

Mr.  J.  C.  Jackson,  A.C. A.,  10  out  of  a  possible  11. 

Mr.  W.  H.  Loxley,  A.C.A.,  4  out  of  a  possible  5. 
Resigned  December  1903. 

Mr.  H.  G.  Paylon,  10  out  of  a  possible  11. 

Mr.  H.  Taylor,  A.C.A.,  8  oat  of  a  possible  11. 

Mr.  Harry  Teole,  a  oat  of  a  possible  5.  Elected  January 
Sth  1906. 

Mr.  H.  S.  Wainwright,  A.C.A.,  8  out  of  a  possible  11. 

Daring  the  year  a  large  number  of  new  v<dames  have  been 
added  to  the  Library  at  a  cost  of  over  /40.  These  additions 
necessitated  the  purchase  of  a  larger  book-case  and  the 
renumbering  of  the  whole  of  the  books,  and  the  publication 
of  the  new  library  catalogue,  which  accompanies  this 
Report.   The  library  now  coasists  of  oyer  600  volumes. 

The  Committee  have  had  under  consideration  the  question  i  to  the  funds  of  the  Union, 
of  becoming  affiliated  with  the  Working  Union  of  Chartered 
Accountant  Student  Societies.    Mr.  A.  F.  Dodd,  F.C.A.,  ' 
of  Uverpool,  who  is  Interested  in  our  Society  joining  the  , 
Union,  eziriained  the  advantages  of  this  course  to  a  meeting       6M  July  1906. 


(i)  The  obtaining  of  financial  assistance  from  the 
Institute.  One  of  the  conditions  of  the  Institute 
is  that  the  Society  obtaining  fud  diall  belong  to 

the  Union. 

(z)  Of  having  a  list  of  gentlemen  in  the  pro:fession  who 
are  willing  to  deliver  lectures  on  accountancy 
subjects. 

(3)  The  publishing  of  Joint  Transactions. 

(4)  The  facilities  granted  to  visitors  from  other  Societies 

in  the  Union. 

(5)  The  giving  of  Prize  Essays,  open  to  all  Societies 
belonging  to  the  Union, 

If  the  members  resolve  to  become  affiliated  witb  the 
Working  Union  of  Chartered  Accountant  Student 
Societies,  our  Association  will  be  entitled  to  dect  one  repre- 
sentative on  the  Committee  of  Management  of  tfie  Union, 
and  will  have  to  contribute  sixpence  per  member  per  annum 


H.  Gaskbll  Blackburn, 
PresidtHL 

H.  G.  Payton, 

Hon.  Stcrttaty. 


Dr. 


Income  and  Expsnditurb  Accocnt  for  tbe  Year  ended  3i5t  December  1905. 


Cr. 


ExptmtUun. 

£  * 

To  PrintiDX  aid  Suiionery    z  19 

,  PDStacfs   18 

.  Libnrten'a  Salary    44 

■  LaGtBrer*s  Feet   33 

■  Stinilries   10 


£    8  d 


ItKomt. 


£    B  A 


IVprceiation  

Reserve  for  OaUtandinc  Sabccripllons  .. 
Balance  ttatnn  Eicaaaw  Income  over  Expeudilure 


IS  u 
17  6 


By  Subscriptions  :— 

21  Honorary  Members  at  £1  is                        , .      . .  93  s 

30  Ordinary  Members  at  los.  fid   if  13 

II  Entrance  Fees  at  }>•   a  IS 

Donation  by  Mr.  H.  J.  Day   11 


^42  13 


£a*  13  o 


Dr. 


Balance  Sheet.  31st  December  1905.  

A  ssHt. 

C     8  d 

By  Library  :— 

Books  as  at  ist  January  1905   16  8  8 

Additions  during  the  year  42  17  o 

59  5  8 

LtK  Depreciation  at  35%  14  16  5 

,  Furniture:—  • 

As  at  ist  January  igoj   i  17  o 

Additions  during  toe  year  830 

10  o  o 

Lnt  Depreciation  at  25%  3  10  o 

,  Cash  at  Banlc  

■  Outstanding  Sobscriptloni  .  •   30  3  6 

Ltu  Reserve  to  o  o 


Cr. 


LiabilHUs. 

To  Sandry  Creditan   

a  Subscriptions  paid  in  Advance  

Sut^ns  Account: — 

Balance  at  ist  January  igoj   76  o 

AJd  Bxcess  m  Income  over  Eipenditure  for 
ikc  year  ended  31st  December  1903  3  la 


£  s 
30  9 

o  10 


78  13  3 


f 139  II  11 


44  9  3 


7  10 
67  9 


-  10  3  6 
£139  ti  II 


I  have  ejaiplned  the  above  AccounU  with  tbe  Books  and  Vouchers  of  the  Assodatlon,  and  find  the  same-^wrect.  > 
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1.  — The  notice  convening  tbe  meeting  was  read. 

2.  — The  Committee's  report  and  statement  of  accoaots 
were  talten  as  read. 

3.  — Resolved,  that  the  report  of  the  Committee  for  the 
year  ended  the  3tst  March  1906,  and  the  statement  of  the 
Association's  accounts  at  the  31st  December  1905,  duly 
audited,  be  received,  approved,  and  adopted. 

4.  — Resolved,  that  Mr.  John  Gordon,  F.C.A.,  be  elected 
President,  and  Messrs.  H.  Gaskell  Blackburn.  F.C.A., 
W.  S.  Blackburn,  F.C.A.,  J.  W.  Close,  F.C.A.,  R.  T. 
Heselton,  F.C.A.,  G.  P.  Norton,  F.C.A.,  and  J.  C.  Kirk, 
F.C.A..  be  elected  Vice-Presideats. 

5.  — Resolved,  that  Messrs.  H.  H.  Nixon,  A.C.A., 
P.  McC.  Wilson,  B.A.,  A.C.A.,  E.  W.  Broadbent,  and 
H.  N.  Atkinson,  be  elected  members  of  the  Committee. 

e.— That  Mr.  H.  W.  Godby  be  elected  Honorary 
Treasurer. 

7.  — That  Mr.  j.  W.  Burrell,  A.C.A.,  be  re-elected 
Honorary  Auditor. 

8.  — That  Mr.  H.  Taylor,  A.C.A.,  be  re-elected  Honorary 
Librarian. 

g.— That  Mr.  H.  G.  Payton,  A.C.A..  be  re-elected 
Honorary  Secretary. 

10.  — Thit  tbe  Association  make  application  for  admission 
to  the  Uoion  of  Chartered  Accountant  Student  Societies, 
and  agrees  to  accept  the  rales  of  the  Union  of  Chartered 
Accountant  Student  Societies,  and  such  additions  or 
modifications  thereof  as  may  be  made  from  time  to  time 
ander  Rule  17  of  such  rules. 

11.  — Resolved,  that  Mr.  W.  E.  Harding  be  nominated  as 
the  representative  of  the  Association  on  tbe  Management 
Committee  of  the  Working  Union  of  Chartered  Accoaotant 
Student  Societies. 

The  meeting  closed  with  a  vote  of  thanks  to  the  President 
and  the  other  officers  of  the  Association. 


Company  xaw  antent)ment  Committee. 

Report  of  Committee. 

{CoHtinued  from  page  91.) 

Note  by  Mr.  Edgar  Speyer. 


Liability  of  Directors. 
With  regard  to  clause  34  of  the  revised  Report,  while  I 
do  not  dissent  from  the  view  that  directors  should  be  pro* 
tected  in  the  matter  of  prospectuses  and  statements  of 
material  facts  therein,  tbe  clause  may  create  tbe  impres- 
sion that  all  that  is  necessary  to  amend  the  existing  con- 
ditions is  to  protect  directors  against  mistakes  honestly 
committed. 


Now  I  hold  very  strongly  that  while  directors  in  these 
instances  should  be  protected  in  the  manner  suggested  by 
us,  their  liability  for  negligence  generally  with  regard  to 
the  conduct  of  business  of  a  compan^  should  be  increased, 
otherwise  the  public  may  conclude  that  our  Committee  is 
satisfied  with  the  manner  directors  generally  perform  their 
duties.   This  conclusion  I,  for  one,  em  anxious  to  avoid. 

Having  had  twenty  years'  experience  of  business  life  in 
tbe  City  of  Londou,  during  which  I  have  had  every  oppor- 
tunity of  watching  the  development  of  joint-stock  enter- 
prise in  this  country,  I  am  more  than  ever  impressed  with 
the  foUowing  defects  and  abuses  :— 
(a)  The  growth  of  pluralist  or  "guinea-pig  "  directors, 

particularly  among  men  in  public  life. 
(A)  The  fact  that  such  ornamental  directors  are  sought 
after  obviously  in  many  cases  as  decoys  on  the 
front  page  of  a  prospectus, 
(f)  The  enormous  increase  in  the  number  of  companies 
that  have  gone  into  liquidation  and  consequent 
losses  to  the  shareholders  and  creditors. 
((f)  Cases  of  company  frauds. 

(c)  The  impossibility  of  making  directors  personally 
liable  for  negligence  in  the  discharge  of  their  duties 

as  directors. 

The  Act  of  1900  has  not  altered  or  affected  the  law  in 
this  last  respect,  although  the  matter  was  before  Lord 
Davey's  Committee  in  1894  (see  Blue  Book  C  7779. 
appendix  pp.  19,  20,  evidence  of  Dr,  Ernest  J.  Schuster,  of 
Lincoln's  Inn),  and  the  abuses  above  indicated  have  con- 
tinued to  increase  since  that  Act  came  into  force.  As  I 
understand  tbe  law,  directors  cannot  be  made  liable  for 
negligence,  as  understood  by  ordinary  business  men, 
having  regard  to  the  facts  of  each  particular  case.  To 
make  them  liable,  "their  negligence  must  be  not  the  omis- 
"sion  to  take  all  possible  care;  it  must  be  more  blame- 
"  able  than  that ;  it  must  be  in  a  business  sense  culpable 
"or  gross."  These  words  are  quoted  from  the  judgment  of 
Lord  Lindley  in  the  Zagunaj  case  (1889,  2  Ch.,  at  p.  435). 
Writing  as  a  layman,  and  therefore  with  diffidence,  I  am 
unable  to  find  that  this  Judgment  of  Lord  Lindley  has  ever 
been  disapproved  {Cory's  case,  1901,  Appeal  Cases  491). 
I  am  convinced  that  until  the  law  is  altered  in  this  respect 
and  directors  ate  made  personally  liable  for  negligence 
the  other  abuses,  flagrant  as  they  are,  which  I  have  men- 
tioned above  will  continue  to  exist  unchecked. 

But  it  may  be  urged,  what  reason  can  be  adduced  that 

an  alteration  in  the  law  in  this  respect  will  put  an  end  to 
these  other  abuses?  It  is  to  the  law  and  experience  of 
other  countries,  in  which  joint-stock  enterprises  flourish, 
and  in  which  these  abuses  are  rare,  that  I  would  direct 
attention.  For  instance,  according  to  German  law  (see 
Section  241  of  the  German  Commercial  Code)  directors  are 
obliged  to  give  to  the  du^Sj^||^^  ©l^tfY^t^^' 
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can  of  an  ordinary  trader  ("die  sorgfalt  eines  ordentlichen 
Gescbaftsnutnoes ");  if  a  director  fails  in  this  respect — 
ind  the  burden  is  oa  him  to  prove  diligence — he  is  per- 
sonally liable  for  losses  incurred.  This  was  most  clearly 
sUted  by  Dr.  Ernest  J.  Schuster  before  Lord  Davey's  Com- 
mittee in  1894  (beginning  at  page  19  of  the  Blue  Book 
above  referred  to).  Dr.  Schuster  there  says : — 

"  It  may  be  worth  while  to  point  out  the  contrast  between 
"these  rules  and  those  of  the  English  law.  German  law 
■  requires  the  diligence  of  a  prudent  trader  and  presumes 
'negligence  in  case  of  loss.  English  law  recognises  a 
'shadowy  liabili^  f<»-  '  negligeatia '  and  presumes 
~(Uligeace.  German  law  makes  a  director  liable  for  non- 
'atlendance  to  his  duties  ;  according  to  the  English  law  a 
■■director  who  never  attends  any  board  meetings  cannot 
-come  under  any  liability."  It  seems  to  me  that  the 
imimimty  of  directors  from  liability  for  negligence  lies  at 
tbe  seat  of  the  deplorable  abuses  in  company  matters  in 
this  country. 

The  suggestion  that  men  will  not  so  easily  accept 
directorships  under  suiJi  conditions  is,  it  is  submitted,  no 
answer.  It  is  not  directors  who  need  protection,  but  the 
public.  Tliere  is  small  moral  sanction  for  the  position  of  a 
man  who  has  ten  or  more  directorships,  whose  companies 
go  into  liquidation  through  mismanagement,  and  who, 
span  from  what  he  may  have  paid  for  his  qualification 
shares,  loaoi  nothing,  not  even  his  maricet  value  as  a 
director,  for  he  is  free  to  reap  an  income  by  joining  other 
boards.  A  trader  who  is  negligent  in  the  management  of 
his  business  and  ends  in  bankruptcy  has  to  bear  the  stigma 
and  the  disabilities  of  the  tiatut  of  a  bai^rupt.  I  submit 
that  a  director  ought  not  to  and  need  not  be  in  any  better 
position  than  an  ordinary  trader. 

As  tbe  number  of  directorships  which  a  director  could 
accept  must  necessarily  be  diminished  should  the  above 
suggestions  of  mine  be  accepted,  the  remuneration  of  a 
director  ought  then  in  my  opinion  to  be  increased. 

It  would  not,  in  my  opinion,  be  sufficient  to  introduce 
a  change  in  the  law  by  amending  Article  55  of  Table  A ; 
the  liability  of  direiitors  for  negligence  should  be  so 
enacted  as  to  be  of  general  and  compulsory  application. 

Edgak  SrEYKK. 

June  i8tA  1906. 


Note  iy  Mr.  Worthlngtoa  Evans. 

1  dissent  from  the  conclusion  of  the  majority  of  the  Com- 
mittee that  there  is  no  reason  to  alter  the  present  law 
requiring  seven  persons  to  constitute  a  limited  company ; 
ibt  facts  set  out  in  paragraph  48  of  the  Keix>rt  seem  to  me 
to  afford  strong  reasons  for  abolishing  the  requirement. 

A  company  formed  by  two  or  three  persons  seems  tu  me 
less  objectionable  in  principle  than  a  company  formed  by 
the  same  persons  with  the  aid  of  a  few  dummies. 


If  two  persons  wish  to  form  a  limited  company  under  the 
present  law  it  is  explained  to  them  that  they  can  hold  all 
the  capital  entitling  them  to  the  profits  and  retain  the 
control  of  the  company,  but  that  in  order  to  comply  with 
the  law  the  services  of  five  dummies  must  be  engaged,  who 
may  be  given  five  non-participating  shares,  and  thus  at 
the  outset  those  forming  the  company  are  taught  that  they 
can  get  round  the  requirements  of  the  law ;  they  acquire 
a  contempt  for  it  which  is  apt  to  lead  to  more  serious 
breaches  of  its  other  provisions. 

It  is  better,  therefore,  in  my  opinion,  to  legalise  the 
formation  of  a  company  by  two  or  more  persons. 

If  this  alteration  in  the  law  is  made  there  will  be  no 
necessity  to  encumber  our  company  system  with  any 
special  legislation  adopting  the  en  commandite  system  of 
partnership!,  for,  as  is  pointed  out  in  paragraph  89  of  the 
Report,  provisions  already  exist  in  our  company  law  which 
could  immediately  be  made  applicable. 

Professional  men  are  at  present  deprived  of  the  benefits 
of  the  limited  liability  system,  but,  if  the  law  were  altered 
as  I  suggest,  a  ready  means  would  be  afforded  of  partner- 
ship with  limited  liability. 

L.  WOXTHINGTON  EVANS. 

18/A  June  igo6. 

Schedule  to  Report. 

TABLE  A. 

[KBVISED.] 

Preiiminary, 

1.  — In  these  regulations,  unless  the  context  otherwise 
requires,  expressions  defined  in  the  Companies  Acts,  1862 
to  1900,  or  any  statutory  modification  thereof  in  force  at 
the  date  at  which  these  regulations  become  binding  on  the 
company,  shall  have  the  meanings  so  defined ;  and  words 
importing  the  singular  number  only  shall  include  the 
plural  number,  and  vice  vend,  and  words  importing  the 
masculine  gender  shall  include  the  feminine,  and  words 
importing  persons  shall  include  corporations. 

Business. 

2.  — ^The  directors  shall  have  regard  to  the  restrictions  on 
the  commencement  of  business  imposed  by  Section  6  of 
the  Companies  Act,  1900,  if,  and  so  far  as,  such  restric* 
tions  shall  be  binding  upon  the  company. 

Shares. 

3.  — Subject  to  die  provisions,  if  any,  in  that  behalf  of 
the  memorandum  of  association  of  the  company,  and 
without  prejudice  to  any  special  rights  previously  con- 
ferred on  the  holders  of  existing  shares  in  the  company, 
any  share  in  the  company  may  be  issued  with  such  pre- 
ferred, deferred,  or  other  special  rights,  or  such  restric- 
tions, whether  in  regard  to  dividend,  voting,  return  of 

'  capital,  or  otherwise,  as  the  company  may  from  time  to 
i  time  by  special  resolution  d^gX^g-^y  GoOglC 
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4.  — If  al  any  time  the  capital  is  divided  into  different 
classes  of  shares,  the  rights  attached  to  any  class  (unless 
otherwise  provided  by  the  terms  of  issue  of  the  shares  of 
that  class)  may  be  varied  with  the  consent  in  writing  of 
the  holders  of  three-fourths  of  the  issued  shares  of  that 
class,  or  with  the  sanction  of  an  extraordinary  resolution 
passed  at  a  separate  general  meeting  of  the  holders  of  the 
shares  of  the  class.  To  every  such  separate  general  meet- 
ing  the  provisions  of  these  regulations  relating  to  general 
meetings  shall  mutalis  mutandis  apply,  but  so  that  the 
necessary  quorum  shall  be  two  persons  at  least  holding  or 
representing  by  proxy  one-third  of  the  issued  shares  of 
the  class. 

5.  — No  share  shall  be  offered  to  the  public  for  subscrip- 
tion except  upon  the  terms  that  the  amount  payable  on 
application  shall  be  at  least  5  per  cent,  of  the  nominal 
amount  of  the  share ;  and  the  directors  shall,  as  regards 
any  allotment  of  shares,  duly  comply  with  such  of  the  pro- 
visions of  the  Companies  Act,  1900,  Sections  4  and  7,  as 
may  be  applicable  thereto. 

6.  — Every  person  whose  name  is  entered  as  a  member  in 
the  Register  of  Members  shall,  without  pasrment,  be 
entitled  to  a  certificate  under  the  common  seal  of  the  com- 
pany specifying  the  share  or  shares  held  by  him  and  the 
amount  paid  up  thereon,  provided  that  in  respect  of  a 
share  or  shares  held  jointly  by  several  persons  the  com- 
pany shall  not  be  bound  to  issue  more  than  one  certificate, 
and  delivery  of  a  certificate  for  a  share  to  one  of  several 
joint  holders  shall  be  sufficient  delivery  to  all. 

7.  — If  a  share  certificate  is  defaced,  lost,  or  destroyed,  it 
may  be  renewed  on  payment  of  such  fee,  if  any,  not  exceed- 
ing one  shilling,  and  on  such  terms,  if  any,  as  to  evidence 
and  indemnity  as  the  directors  think  fit. 

8.  — Nu  part  of  the  funds  of  the  company  shall  be 
employed  in  the  purchase  of,  or  in  loans  upon  the  security 
of,  the  company's  shares. 

Uet*. 

9.  — The  company  shall  have  a  lien  on  every  share  (not 
being  a  fuUy-paid  share)  for  all  moneys  (whether  pre- 
sently payable  or  not)  called  or  payable  at  a  fixed  time  in 
respect  of  such  share,  and  the  company  shall  also  have  a 
lien  on  all  shares  (other  than  fuUy-paid  shares)  standing 
registered  in  the  name  of  a  single  person,  for  all  moneys 
presently  payable  by  him  or  his  estate  to  the  company ; 
but  the  directors  may  at  any  time  declare  any  share  to  be 
wholly  or  in  part  exempt  from  the  provisions  of  this  clause. 
The  company's  lien,  if  any.  on  a  share  shall  extend  to  all 
dividends  payable  thereon. 

10.  — The  company  may  sell,  in  such  manner  as  the 
directors  think  fit,  any  shares  on  which  the  company  has 
a  lien,  but  no  sale  shall  be  made  unless  some  sum  in 
respect  of  which  the  lien  exists  is  presently  payable,  nor 
*mtil  the  expiration  of  fourteen  days  after  a  notice  in 


writing,  stating  and  demanding  payment  of  such  part  of 
the  amount  io  respect  of  which  the  lien  exists  as  is  pre- 
sently payable,  has  been  given,  to  the  registered  holder  for 
the  time  being  of  the  share,  or  the  person  entitled  by  reason 
of  bis  death  or  bankruptcy  to  the  share. 

11.  — The  proceeds  of  the  sale  shall  be  applied  in  pay- 
ment of  such  part  of  the  amount  in  respect  of  which  the 
Hen  exists  as  is  presently  payable,  and  the  residue  shall 
(subject  to  a  like  lien  fur  sums  not  presently  payable  as 
existed  upon  the  shares  prior  to  the  sale)  be  paid  to  the 
person  entitled  to  the  shares  at  the  date  of  the  sale.  The 
purchaser  shall  be  registered  as  the  holder  of  the  shares, 
and  he  shall  not  be  bound  to  see  to  the  application  of  the 
purchase-money,  nor  shall  his  title  to  the  shares  be  affected 
by  any  irregularity  or  invalidity  in  the  proceedings  in 
reference  to  the  sale. 

Calls  on  Shares. 

12.  — The  directors  may  from  time  to  time  make  calls 
upoa  the  members  in  respect  of  any  moneys  unpaid  on 
their  shares,  provided  that  no  call  shall  exceed  one-fourth 
of  the  nominal  amount  of  the  share,  or  be  payable  at  less 
than  one  month  from  the  last  call ;  and  each  member  shall 
(subject  to  receiving  at  least  fourteen  days'  notice  specify- 
ing the  time  or  times  of  payment)  pay  to  the  company  at 
the  time  or  times  so  specified  the  amount  called  on  his 
shares. 

13.  — ^The  joint  holders  of  a  share  shall  be  jointly  and 
severedly  liable  to  pay  all  calls  in  respect  thereof. 

14.  — If  a  sum  called  in  respect  of  a  share  is  not  paid 
before  or  on  the  day  appointed  for  payment  thereof,  the 
person  from  whom  the  sum  is  due  shall  pay  interest  upon 
the  sum  at  the  rate  of  per  cent  per  annum  from  the 
day  appointed  for  the  payment  thereof  to  the  time  of  the 
actual  payment,  but  the  directors  shall  be  at  liberty  to 
waive  payment  of  such  interest  wholly  or  in  part. 

15.  — The  provisions  of  these  regulations  as  to  payment 
of  interest  shall  apply  in  the  case  of  non^yment  of  any 
siun  which,  by  the  terms  of  issue  of  a  share,  becomes  pay- 
able at  a  fixed  time,  whether  on  account  of  the  amount  of 
the  share,  or  by.  way  of  premium,  as  if  the  same  had 
become  payable  by  virtue  of  a  call  duly  made  and  notified. 

16.  — ^The  directors  may  make  arrangements  on  the  issue 
of  shares  for  a  difference  between  the  holders  in  the 
amount  of  calls  to  be  paid  and  in  the  times  of  payment. 

17.  — The  directors  may,  if  they  think  fit,  receive  from  any 
member  willing  to  advance  the  same  all  or  any  part  of  the 
moneys  uncalled  and  unpaid  upon  any  shares  held  by 
him  ;  and  upon  all  or  any  of  the  moneys  so  advanced  may 
(until  the  same  would,  but  for  such  advance,  become  pre- 
sently payable)  pay  interest  at  such  rate  (not  exceeding, 
without  the  sanction  of  the  compviy  in  general  meeting, 
6  per  cent.)  as  may  be  agreed  upon  between  the  member 
paying  the  sum  in  advance  and  thextitectors.  i 
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Trans ffr  and  Transmission  of  Shares. 

18.  — The  instrument  of  transfer  of  any  share  in  the  com- 
pany shaJl  be  executed  both  by  the  transferor  and  trans- 
feree, and  the  transferor  shall  be  deemed  to  remain  a 
holder  of  the  share  until  the  name  of  the  transferee  is 
eotered  in  the  Register  of  Members  in  respect  thereof. 

19.  — Shares  in  the  company  shall  be  transferred  in  the 
following  form,  or  in  any  usual  or  common  form  which 
the  directors  shall  approve :  — 

I.  A.  B.,  of  ,  in  consitoation  of  the  sum  of 

£      paid  to  me  by  C.  D.,  of  (hereinafter  called 

"the  said  transferee"),  do  hereby  transfer  to  the  said 
transferee  the  share  [or  shares]  numbered  in  the 

undertaking  called  the  Company,  Lim.,  to  hold 

nnbi  the  said  transferee,  his  executors,  administrators, 
and  assigns,  subject  to  the  several  conditions  on  which 
I  held  the  same  at  the  time  of  the  execution  hereof :  and 
I.  the  said  transferee,  do  hereby  agree  to  take  the  said 
share  [or  shares]  subject  to  the  conditions  aforesaid.  As 
witness  our  hands  the       day  of 

Witness  to  the  signatures  of,  &c. 
w- — The  directors  may  decline  to  register  any  transfer 
of  shares,  not  being  fuliy-paid  shares^  to  a  person  of  whom 
they  do  not  approve,  and  may  also  decline  to  register  any 
transfer  of  Aares  on  which  the  company  has  a  lien.  The 
directors  may  also  suspend  the  registration  of  transfers 
during  the  fourteen  days  immediately  preceding  the 
ordinaiy  general  meeting  in  each  year.  The  directors  may 
decline  to  recognise  any  instrument  of  transfer  unless 
{a)  a  fee  not  exceeding  two  shillings  and  sixpence  is  paid 
to  the  company  in  respect  thereof,  and  (b)  the  instrument 
of  transfer  is  accompanied  by  the  certificate  of  the  shares 
to  which  it  relates,  and  such  other  evidence  as  the  directors 
may  reasonably  require  to  show  the  right  of  the  transferor 
to  make  the  transfer. 

31. — ^The  executors  or  administrators  of  a  deceased  sole 
holder  of  a  share  shall  be  the  only  persons  recognised  by 
the  company  as  having  any  title  to  the  diare.  In  the  case 
of  a  share  r^stered  in  the  names  of  two  or  more  holders, 
the  survivors  or  survivor,  or  the  executors  or  administra- 
tors of  the  deceased  survivor,  shall  be  the  only  persons 
rec'tgnised      the  company  as  having  any  title  to  the  share. 

Any  person  becoming  entitled  to  a  share  in  conse- 
quence of  the  death  or  banJcruptcy  of  a  member  shall,  upon 
SQch  evidence  being  produced  as  may  from  time  to  time 
be  Kquired  by  the  directors,  have  the  right,  either  to  be 
registered  as  a  member  in  respect  of  the  share,  or.  instead 
of  being  registered  himself*  to  make  such  transfer  of  the 
■hare  as  the  deceased  or  bankrupt  person  could  have 
made;  but  the  directOTS  shall,  in  either  case,  have  the 
same  right  to  decline  or  suspend  registration  as  they  would 
bave  had  in  tbe  case  of  a  transfer  of  the  share  by  the 
deceased  or  bankrupt  person  before  the  death  or 
faankinplcj. 


23.  — A  person  becoming  entitled  to  a  share  by  reason  of 
the  death  or  bankruptcy  of  the  holder  shall  be  entitled  to 
the  same  dividends  and  other  advantages  to  which  he 
would  be  entitled  if  he  were  the  roistered  holder  of  the 
share,  except  that  he  shall  not,  before  being  registered  as  a 
member  in  respect  of  the  share,  be  entitled  in  respect  of  it 
to  exercise  any  right  conferred  by  membership  in  relation 
to  meetings  of  the  company. 

Forfeiture  of  Shares. 

24.  — If  a  member  fails  to  pay  any  call  or  instalment  of  a 
call  on  the  day  appointed  for  payment  thereof,  the  direc- 
tors may,  at  any  time  thereafter  during  such  time  as  any 
part  of  such  call  or  instalment  remains  unpaid,  serve  a 
notice  on  him  requiring  payment  of  so  much  of  the  call  or 
instalment  as  is  unpaid,  together  with  any  interest  which 
may  have  accrued. 

35. — The  notice  shall  name  a  further  day  (not  earlier 
than  the  expiration  of  fourteen  days  from  the  date  of  the 
notice)  on  or  before  which  the  payment  required  by  the 
notice  is  to  be  made,  and  shall  state  that  in  the  event  uf 
non-payment  at  or  before  the  time  appointed  tbe  shares  in 
respect  of  which  the  call  was  made  will  be  liable  to  be 
forfeited. 

26. — If  the  requisitions  of  any  such  notice  as  aforesaid 
are  not  complied  with,  any  share  in  respect  of  which  the 
notice  has  been  given  may  at  any  time  thereafter,  before 
the  payment  required  by  the  notice  has  been  made,  be  for- 
feited by  a  resolution  of  the  directors  to  that  effect. 

37. — ^A  forfeited  share  may  be  sold  or  otherwise  disposed 
of  on  such  terms  and  in  such  manner  as  the  directors  think 
fit,  and  at  any  time  before  a  sale  or  disposition  the  for* 
feiture  may  be  cancelled  on  such  terms  as  the  directors 
think  fit. 

aff. — ^A  person  whose  shares  have  been  forfeited  shall 
cease  to  be  a  member  in  respect  of  the  forfeited  shares, 
but  ^all,  notwithstanding,  remain  liable  to  pay  to  the 
company  all  moneys  which,  at  the  date  of  forfeiture,  were 
presently  payable  by  him  to  the  company  in  respect  of  the 
shares,  but  his  liability  shall  cease  if  and  when  the  com- 
pany shall  have  received  payment  in  full  of  the  nominal 
amount  of  the  shares. 

29. — A  statutory  declaration  in  writing  that  the  declarant 
is  a  director  of  the  company,  and  that  a  share  in  the  com- 
pany has  been  duly  forfeited  on  a  date  stated  in  the 
declaration,  shall  be  conclusive  evidence  of  the  facts 
therein  stated  as  against  all  persons  claiming  to  be 
entitled  to  the  share,  and  such  declaration,  and  the 
receipt  of  the  company  for  the  consideration,  if  any,  given 
for  the  share  on  the  sale  or  disposition  thereof,  shall  con- 
stitute a  good  title  to  such  share,  and  the  penon  to  whom 
the  share  is  sold  or  disposed  of  shall  be  registered  as  the 
holder  of  the  share  and  shall  not  be  bound  to  see  to  the 
application  of  the  purchase-money,  if  any,  nor  his 
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title  to  the  share  be  affected  by  any  irregularity  or 
invalidity  in  the  proceedings  ia  reference  to  the  forfeiture, 
sale,  or  disposal  of  the  share. 

30.  — The  provisions  of  these  regulations  as  to  forfeiture 
shall  apply  in  the  case  of  non-payment  of  any  sum  which, 
by  the  texma  of  issue  of  a  share,  becomes  payable  at  a 
fixed  time,  whether  on  account  of  the  amount  of  the  share 
or  by  way  of  premium,  as  if  the  same  had  been  pf^able  by 
virtue  of  a  call  duly  made  and  notified. 

Conversion  of  Shans  inio  Stock. 

31.  — The  directors  may,  with  the  sanction  of  the  com- 
pany previously  given  in  general  meeting,  convert  any 
paid-up  shares  into  stock,  and  may  with  the  like  sanction 
reconvert  any  stock  into  paid-up  shares  of  any 
denomination. 

32.  — The  holders  of  stock  may  transfer  the  same,  or  any 
part  thereof,  in  the  same  manner,  and  subject  to  the  same 
regulations  as,  and  subject  to  which,  the  shares  from  which 
the  stock  arose  might  previously  to  conversion  have  been 
transferred,  or  as  near  thereto  as  circumstances  admit; 
but  the  directors  may  from  time  to  time  fix  the  minimum 
amount  of  stock  transferable,  and  restrict  or  forbid  the 
transfer  of  fractions  of  such  minimum,  but  the  minimum 
shall  not  exceed  the  nominal  amount  of  the  shares  from 
which  the  stock  arose. 

33.  — The  holders  of  stock  shall,  according  to  the  amount 
of  the  stock  held  by  them,  have  the  same  rights,  privileges, 
and  advantages  as  regards  dividends,  voting  at  meetings  of 
the  company,  and  other  matters  as  if  they  held  the  shares 
from  which  the  stock  arose,  but  no  such  privilege  or  advan- 
tage (except  participation  in  the  dividends  and  profits  of 
the  company)  shall  be  conferred  by  any  such  aliquot  part 
of  stock  as  would  not,  if  existing  in  shares,  have  conferred 
such  privilege  or  advantage. 

34.  — Such  of  the  Kgnlations  of  the  company  (other  than 
those  relating  to  share  warrants)  as  are  applicable  to  paid- 
up  shares  shall  apply  to  stock,  and  the  words  "  share  "  and 
" sliareholder  "  therein  shall  include  "stock"  and  "stock- 
holder." 

Share  Warrants. 

35.  — The  company  may  issue  share  warrants,  and  accord- 
ingly the  directors  may  in  their  discretion,  with  respect  to 
any  share  which  is  fully  paid  up,  on  application  in  writing 
signed  by  the  person  registered  as  holder  of  the  share,  and 
auUienticated  by  such  evidence,  if  any.  as  the  directors 
may  from  time  to  time  require  as  to  the  identity  of  the 
person  signing  the  request,  and  on  receiving  the  certificate, 
if  any,  of  the  share,  and  the  amount  of  the  stamp  duty  on 
the  warrant  and  such  fee  as  the  directors  may  from  time 
to  time  require,  issue  under  the  company's  seal  a  warrant, 
duly  stamped,  stating  that  the  bearer  of  the  warrant  is 
entitled  to  the  shares  therein  specified,  and  may  provide  by 
coupons,  or  otherwise,  for  the  payment  of  dividends,  or 
other  moneys,  on  the  shares  included  in  the  warrant. 


36.  — A  ahare  warrant  shall  entitle  the  bearer  to  the 
shares  included  in  it,  and  the  shares  shall  be  transferred 
by  the  delivery"  of  the  share  warrant,  and  the  provisions  of 
the  regulations  of  the  company  with  respect  to  transfer  and 
transmission  of  shares  shall  not  apply  thereto. 

37.  — The  bearer  of  «  share  warrant  shall,  on  snrrender 
of  the  warrant  to  the  company  for  cancellation,  and  on 
payment  of  such  sum  as  the  directors  may  from  time  to 
time  prescribe,  be  entitled  to  have  his  name  entered  as  a 
member  in  the  Register  of  Members  in  respect  of  the 
shares  included  in  the  warrant. 

38.  — The  bearer  of  a  share  warrant  may  at  any  time 
deposit  the  warrant  at  the  office  of  the  company,  and  so 
long  as  the  warrant  remains  so  deposited  the  depositor 
shall  have  the  same  right  of  signing  a  requisition  for  call- 
ing a  meeting  of  the  company,  and  of  attending  and  voting 
and  exercising  the  other  privileges  of  a  member  at  any 
meeting  held  after  the  expiration  of  two  clear  days  from 
the  time  of  deposit,  as  if  his  name  were  inserted  in  the 
Register  of  Members  as  the  holder  of  the  shares  included 
in  the  deposited  warrant.  Not  more  than  one  person  shall 
be  recognised  as  depositor  of  the  share  warrant.  The  com- 
pany shall  on  two  days'  written  notice  return  the 
deposited  share  warrant  to  the  depositor. 

39.  — Subject  as  herein  otherwise  txpnasXj  provided  no 
person  shall,  as  bearer  of  a  share  warrant,  sign  a  requisi- 
tion for  calling  a  meeting  of  the  company,  or  attend,  or 
vote,  or  exercise  any  other  privilege  of  a  member  at  a 
meeting  of  the  company,  or  be  entitled  to  receive  any 
notices  from  the  company ;  but  the  bearer  of  a  share 
warrant  shall  be  entitled  in  all  other  respects  to  the  same 
privileges  and  advantages  as  if  he  were  named  in  the 
Register  of  Members  as  the  holder  of  the  shares  induded 
in  the  warrant,  and  he  shall  be  a  member  of  the  company. 

40.  — The  directors  may  from  time  to  time  make  rules 
as  to  the  terms  on  which  (if  they  shall  think  fit)  a  new 
share  warrant  or  coupon  may  be  issued  by  way  of  renewal 
in  case  of  defacement,  loss,  or  destruction. 

Alteration  of  Capital. 

41.  — The  directors  may,  with  the  sanction  of  an  extra- 
ordinary resolution  of  the  company,  increase  the  capital  by 
such  sum,  to  be  divided  into  shares  of  such  amount,  as 
the  resolution  shall  prescribe. 

42.  — Subject  to  any  direction  to  the  contrary  that  may  be 
given  by  the  resolution  sanctioning  the  increase  of  capital, 
all  new  shares  shall,  before  issue,  be  offered  to  such 
persons  as  at  the  date  of  the  offer  are  entitled  to  receive 
notices  from  the  company  of  general  meetings  in  propor- 
tion, as  nearly  as  the  circumstances  admit,  to  the  amount  of 
the  existing  shares  to  which  they  are  entitled.  Such  offer 
hhall  be  made  by  notice  specifying  the  number  of  shares 
offered,  and  limiting  a  time  within  whjch  the  offer,  if  not 
accepted,  will  be  deemf^g*(i^^}3jj4l^iO.O*f  te^"  ^ 
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eipintion  of  such  time,  or  on  the  receipt  of  an  intimation 
fiom  the  person  to  wbom  the  offer  is  made  that  be  declines 
to  accept  the  shares  ofiered,  the  directors  may  dispose  of 
the  same  in  such  manner  as  they  think  most  beneficial  to 
the  company.  The  directors  may  likewise  so  dispose  of 
any  new  shares  which  (by  reason  of  the  ratio  which  the 
new  shares  bear  to  shares  held  by  persons  entitled  to  an 
offer  of  new  shares)  cannot,  in  the  opinion  of  the  directors, 
be  conveniently  offered  under  this  article. 

43.  — The  new  shares  shall  be  subject  to  the  same  pro- 
visioQS  irith  reference  to  the  payment  of  calls,  lien, 
transfer,  transmission,  forfeiture  and  otherwise  as  the 
shares  io  the  original  capital. 

44.  — The  company  may,  by  qwcial  resolution: — 

{a]  Consolidate  and  divide  its  capital  into  shares  of 
larger  amount  than  its  existing  shares. 

[b]  By  sob-division  of  its  existing  shares,  or  any  of  them, 
divide  the  whole,  or  any  part,  of  its  capital  into 
shares  of  smaller  amount  than  is  fixed  by  the 
memorandum  of  association,  subject,  nevertheless, 
to  the  proviso  contained  in  the  Companies  Act, 
1867,  Section  21. 

{rl  Cancel  any  shares  which,  at  the  date  of  the  passing  of 
the  resolution,  have  not  been  taken  or  agreed  to  be 
taken  by  any  person. 

{d]  Reduce  its  capital  in  any  manner  and  with,  and 
subject  to,  any  incident  authorised,  and  consent 
leqnired,  by  lav. 

General  Meetings. 

4;. — The  statutory  general  meeting  of  the  company  shall 
be  held  within  the  period  required  by  the  Companies  Act, 
1900,  Section  i^. 

46.  — A  general  meeting  shall  be  held  once  in  every  year 
at  such  time  and  place  as  may  be  prescribed  by  the  com- 
pany in  general  meeting,  or.  in  default,  at  such  time  in  the 
month  following  that  in  which  (ht  anniversary  of  the  com- 
pany's iocorpoiation  occurs,  and  at  such  place,  as  the 
directors  shall  appoint.  In  default  of  a  general  meeting 
being  so  held,  a  general  meeting  shall  be  held  in  the  month 
cert  following,  and  may  be  convened  by  any  two  members 
is  the  same  manner  as  nearly  as  possible  as  that  in  which 
□eetings  are  to  be  convened  by  the  directors. 

47.  — The  above-mentioned  general  meetings  shall  be 
called  ordinary  meetings ;  all  other  general  meetings 
idudl  be  called  extraordinary. 

48.  — Tbe  directors  may.  whenever  they  think  fit,  convene 
■a  extraordinary  general  meeting,  and  extraordinary 
{eneral  meetings  shall  also  be  convened  on  such  requisi- 
tion, or,  in  default,  may  be  convened  by  such  requisi- 
tiaaists  as  provided  by  the  Companies  Act,  1900,  Section 
■3-  If  at  any  time  there  shall  not  be  within  the  United 
Kingdom  sufficient  directots  c^mble  of  acting  to  form  a 
qsomm,  any  directcu'  or  any  two  members  of  the  company 


may  convene  an  extraordinary  general  meeting  in  tbe  same 
manner  as  nearly  as  possible  as  that  in  which  meetings 
may  be  convened  by  the  director*. 

Proceedings  at  General  Meetings, 

49.  — Seven  days'  notice  at  the  least  (exclusive  of  the  day 
on  which  the  notice  is  served  or  deemed  to  be  served,  but 
inclusive  of  the  day  for  which  notice  is  given)  specifying 
the  place,  the  day,  and  the  hour  of  meeting,  and,  in  case 
of  special  business,  the  general  nature  of  such  business 
shall  be  given  in  manner  hereinafter  mentioned,  or  in  such 
other  manner,  if  any,  as  may  be  prescribed  by  the  com- 
pany in  general  meeting,  to  such  persons  as  are,  under  the 
regulatiooa  of  the  company,  entitled  to  receive  such 
notices  from  the  company ;  but  the  non-receipt  of  such 
notice  by  any  member  shall  not  invalidate  the  proceedings 
at  any  general  meeting. 

50.  — All  business  shall  be  deemed  special  that  is  trans- 
acted at  an  extraordinaiy  meeting,  and  all  that  is  trans- 
acted at  an  ordinary  meeting,  with  the  excqition  of 
sanctioning  a  dividend,  the  consideration  of  the  acconnts, 
Balance  Sheets,  and  the  ordinary  report  of  the  directors 
and  auditors,  the  election  of  directors  and  other  officers  in 
the  place  of  those  retiring  by  rotation,  and  the  fixing  of 
the  remuneration  of  the  auditors. 

51.  — Xo  business  shall  be  transacted  at  any  general 
meeting  unless  a  quorum  of  members  is  present  at  the  time 
when  the  meeting  proceeds  to  business;  save  as  herein 
otherwise  provided,  three  members  personally  present 
shall  be  a  quorum. 

52.  — If  within  half-an-hour  from  the  time  appointed  for 
the  meeting  a  quorum  is  not  present,  the  meeting,  if  con- 
vened upon  the  requisition  of  members,  shall  be  dissolved ; 
in  any  other  case  it  shall  stand  adjourned  to  the  same  day 
in  the  next  week,  at  the  same  time  and  place,  and  if  at 
such  adjourned  meeting  a  quorum  is  not  present  within 
half>an-hour  from  the  time  appointed  for  the  meeting,  the 
members  present  shall  be  a  quorum. 

53.  — ^The  chairman,  if  any,  of  the  board  of  directors  shall 
preside  as  chairman  at  every  general  meeting  of  the 
company. 

54.  — ^If  there  is  no  such  chairman,  or  if  at  any  meeting 
he  is  not  present  vrithin  fifteen  mintttes  after  tiie  time 
appointed  for  holding  the  meeting,  or  is  tmwilHng  to  act 
as  chairman,  the  members  present  shall  choose  some  one 
of  their  number  to  be  chairman. 

55.  — The  chairman  may,  with  the  consent  of  any  meet- 
ing at  which  a  quorum  is  present  (and  shall  if  so  directed 
by  the  meeting),  adjourn  the  meeting  from  time  to  time 
and  from  place  to  place,  but  no  business  shall  be  trans- 
acted at  any  adjourned  meeting  other  than  the  business 
left  unfinished  at  the  meeting  from  which  the  adjournment 
took  place.  When  a  meeting  is  adjoume^or  ten  dars  or 
more  notice  of  the  adjoumed^f|^^g^ij^t4ti'@©^P€*° 
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the  caM  of  an  original  meetlDg.  Save  as  aforesaid,  it  shall 
not  be  necessary  to  give  any  notice  of  an  adjontnment,  or 
of  the  business  to  be  transacted  at  an  adjourned  meeting. 

56.  — ^At  any  general  meeting  a  resolution  put  to  the  vote 
of  the  meeting  shall  be  decided  on  a  show  of  hands,  unless 
a  poll  is  (before  or  on  ttie  declaration  of  the  result  of  the 
show  of  hands)  demanded  in  case  the  resolution  be  pro- 
posed as  a  special  or  extraordinary  resolution  by  at  least 
five  members  or  in  any  other  case  by  at  least  two  members, 
and,  unless  a  poll  is  so  demanded,  e  declaration  by  the 
chairman  that  a  resolution  has,  on  a  show  of  hands,  been 
carried,  or  carried  unanimously,  or  by  a  particular 
majority,  or  lost,  and  an  entry  to  that  effect  in  the  Book 
of  Proceedii^s  of  the  company,  shall  be  conclusive  evi- 
dence of  the  fact,  without  proof  of  the  number  oz  propor- 
tion of  the  votes  recorded  in.  favonr  of,  or  against^  such 
resolution. 

57.  — If  a  poll  is  duly  demanded  it  shall  be  taken  in  such 
manner  as  the  chairman  directs,  and  the  result  of  the  poll 
shall  be  deemed  to  be  the  resolution  of  the  meeting  at 
which  the  poll  was  demanded. 

58.  — In  the  case  of  an  equality  of  votes,  whether  on  a 
show  of  hands,  or  on  a  poll,  the  chairman  of  the  meeting 
at  which  the  show  of  hands  takes  place,  or  at  which  the 
poll  is  demanded,  shall  be  entitled  to  a  second  or  casting 
vote. 

Sg. — A  poll  demanded  on  the  election  of  a  chairman,  or 
on  a  question  of  adjournment,  shall  be  taken  forthwith. 
A  poll  demanded  on  any  other  question  shall  be  taken  at 
ludi  time  as  the  chairman  of  the  meeting  directs. 

Votes  of  Members. 

60.  — On  a  show  of  hands  every  member  present  in 
person  shall  have  one  vote.  On  a  poll  every  member'shall 
have  one  vote  for  each  share  of  which  he  is  tlie  holder. 

61.  — In  the  case  of  joint  holders  the  vote  of  the  senior 
who  tenders  a  vote,  whether  in  person  or  by  proxy,  shall  be 
accepted  to  the  exclusion  of  the  votes  of  the  other  joint 
holders;  and  for  this  purpose  seniority  shall  be  deter- 
mined by  the  order  in  which  the  names  stand  in  the 
Register  of  Members. 

6a. — ^A  member  of  unsound  mind,  or  in  respect  of  whom 
an  order  has  been  made  any  Court  having  jurisdiction 
in  lunacy,  may  vote,  whether  on  a  show  of  hands  or  on  a 
poll,  by  his  committee,  curator  bonis  at  other  person  in 
the  nature  of  a  committee  or  curator  bonis  appointed  by 
such  Court,  and  such  committee,  curaicr  bonis  or  other 
person  may,  on  a  poll,  vote  by  proxy. 

€3. — No  member  shall  be  entitled  to  vote  at  any  general 
meeting  unless  all  calls  or  other  sums  presently  payable  by 
him  in  respect  of  shares  in  the  company  have  been  paid. 

64.— On  a  poll  votes  may  be  given  either  personally  or 
by  proxy. 

65^The  instrument  appointing  a  proxy  shall  be  in 


writing  under  the  hand  of  the  appointor  or  of  his  attorney 
duly  authorised  in  writing,  or,  if  the  appointor  is  a  corpora- 
tion, either  under  the  common  seal,  or  under  tiie  hand  of  an 
officer  or  attorney  so  authorised.  No  person  shall  act  as  a 
proiqr  unless  either  he  is  entitled  on  his  own  behalf  to  be 
present  and  vote  at  the  meeting  at  which  he  acts  as  proxy, 
or  he  is  appointed  to  act  at  that  meeting  as  proxy  for  a 
corporation. 

66.  — The  instrument  appointing  a  proxy  and  the  power 
of  attorney  or  other  authority,  if  any,  under  which  it  is 
signed  or  a  notarially  certified  copy  of  such  power  or 
authority  shall  be  deposited  at  the  registered  office  of  the 
company  not  less  than  forty-eight  hours  before  the  time 
for  holding  the  meeting  at  which  the  person  named  in  the 
instrument  proposes  to  vote,  and  ui  default  the  instrument 
of  proxy  shall  not  be  treated  as  valid. 

67.  — ^An  instrument  appointing  a  proxy  may  be  in  the 
following  form,  or  in  any  other  form  which  the  directors 
shall  approve : — 

Company,  IAisl. 

"I,  of  .  in  the  County  of  ,  being 

a  member  of  the  Company,  Lim.,  hereby 

appoint  ,  of  ,  as  my  proxy  to  vote 

for  me  and  on  my  behalf  at  the  [ordinary  or  extra- 
ordinaiy,  as  tkt  ease  may  be}  general  meeting  of  the  com- 
pany to  be  held  on  the  day  of  ,  and  at  any 
adjournment  thereof. 

Signed  this         day  of 

Directors, 

68.  — ^The  number  of  the  directors  and  the  names  of  the 
first  directors  shall  be  determined  in  writing  by  a  majority 
of  the  subscribers  of  the  memorandum  of  association. 

69.  — ^The  remuneration  of  the  directors  shall  from  time 
to  time  be  determined  by  the  company  in  general  meeting. 

70.  — ^The  qualification  of  a  director  shall  be  the  holding 
of  at  least  one  share  in  the  company,  and  it  shall  be  his 
duty  to  comply  with  Hie  provisions  of  the  Companies  Act, 
1900,  Section  3. 

Powers  and  Duties  of  Directors. 

71.  — ^Tbe  business  of  the  company  shall  be  managed  by 
the  directors,  who  may  pay  all  expenses  incurred  in 
getting  up  and  registering  the  company,  and  may  exercise 
all  such  powers  of  the  company  as  are  not,  by  the  Com- 
panies Acts,  1863  to  1900,  or  any  statutory  modification 
thereof  for  the  time  being  in  force,  or  by  these  articles, 
required  to  be  exercised  by  the  company  in  general  meet- 
ing, subject  nevertheless  to  any  regulations  of  these 
articles,  to  the  provisions  of  the  said  Acts,  and  to  such 
regulations,  being  not  inconsistent  with  the  aforesaid 
regulations  or  provisions,  as  may  be  prescribed  by  the 
company  in  general  meeting ;  but  no  regulations  made  by 
the  company  in  general  meeting  shall  invalidate  any  prior 
act  of  the  directors  which  would  have^been  valid  if  such 
regulation  had  not  been  iii^^ed  by  CiOOgle 


July  28,  1906.  THE  ACCOUNTANT 


118 


7a.— The  directors  may  from  time  to  time  appoint  one 
or  more  of  their  body  to  the  office  of  managing  director 
or  manager  for  such  term,  and  at  soch  remuneration 
{whether  by  way  of  salary,  or  commission,  or  participation 
in  profits,  or  partly  in  one  way,  and  partly  in  another),  as 
they  may  think  fit,  and  a  director  so  appointed  shall  not, 
while  holding  snch  office,  be  subject  to  retuement  by  rota- 
tioo.f  or  taken  into  account  in  detennining  the  rotation  of 
retirement  of  directors;  but  his  appointment  sha]l  be 
snbject  to  determination  ipso  facto  if  he  shall  cease  from 
any  cause  to  be  a  director,  or  if  the  company  in  general 
meeting  shall  resolve  that  his  tenure  of  the  office  of 
managing  director  or  manager  be  determined. 

73-  — The  amount  for  the  time  being  remaining  undis- 
rharged  of  moneys  borrowed  or  raised  by  the  directors  for 
the  purposes  of  the  company  (otherwise  than  by  the  issue 
of  share  capital]  shall  not  at  any  time  exceed  the  issued 
capital  of  the  company  without  the  sanction  of  the  com- 
pany in  general  meeting. 

74-  — ^The  directors  shall  duly  comply  with  the  provisions 
of  the  Companies  Acts,  i86a  'to  1900,  or  any  statutory 
modification  thereof  for  the  time  being  in  force,  and  in 
particular  the  provisions  in  regard  to  the  registration  of 
mortgages  and  charges  affecting  the  property  of,  or  created 
by.  the  company,  and  to  keeping  a  Register  of  the  Direc- 
tors, and  in  regard  to  sending  to  the  Registrar  of  Joint 
Stock  Companies  an  annual  list  of  members,  and  a  sum- 
mary of  particulars  relating  thereto,  and  notice  of  any 
consideration  or  increase  of  capital,  or  conversion  of 
shares  into  stock,  and  copies  of  special  resolutions,  and  a 
copy  of  the  R^^ter  of  Directors,  and  notifications  of  any 
chuiges  therein. 

75.  — The  directors  shall  cause  minutes  to  be  made  in 
books  provided  for  the  purpose — 

(0]  of  all  appointments  of  officers  made  by  the 
directors ; 

(>)  of  the  names  of  the  directors  present  at  each  meeting 
of  the  directors  and  of  any  committee  of  the 
directors; 

(f)  of  all  resolutions  and  proceedings  at  all  meetings  of 
the  company,  and  of  the  directors,  and  of  com- 
mittees of  directors, 
and  every  director  present  at  any  meeting  of  directors  or 
committee  of  directors  shall  sign  his  name  in  a  book  to 
lie  k^it  for  Uiat  purpose. 

Tht  Seal. 

76.  — The  seal  of  the  company  shall  not  be  affixed  to  any 
instniment  except  by  the  authority  of  a  resolution  of  the 
board  of  directors,  and  in  the  presence  of  at  least  two 
direcfeon,  and  of  the  secretary,  or  such  other  person  as 
the  directors  may  appoint  for  the  purpose ;  and  those  two 
directors  and  secretary  or  other  person  as  aforesaid  shall 
atgn  eTeiy  instmment  to  which  the  seal  of  the  company  is 
so  affixed  in  their  presence. 


Disqualifieations  of  Directors. 

77.  — The  office  of  director  shall  be  vacated  1 — 

If  he  ceases  to  be  a  director  by  virtue  of  the  Companies 

Act,  1900,  Section  3. 
If  he  holds  any  other  other  office  of  profit  under  the 

company   except   that  of   managing   director  or 

manager. 
If  be  becomes  bankrupt. 

If  he  is  found  lunatic  or  becomes  of  unsound  mind. 
If  he  is  concerned  or  participates  in  the  profits  of  any 
contract  with  the  company. 

But  the  above  rules  shall  be  subject  to  the  following 

exceptions: — That  no  director  shall  vac&te  his  office  by 
reason  of  his  being  a  member  of  any  company  which  has 
entered  into  contracts  with  or  done  any  work  for  the  com* 
pany  of  which  he  is  director :  nevertheless  he  shall  not 
vote  in  respect  of  such  contract  or  work :  and  if  he  does  so 
vote  his  vote  shall  not  be  counted. 

SotatioM  of  Directors. 

78.  — ^At  the  first  ordinary  meeting  of  the  company  the 
whole  of  the  directors  shall  retire  from  office,  and  at  the 
ordinary  meeting  in  every  subsequent  year  one-third  of 
the  directors  for  the  time  being,  or  if  their  number  is  not 
three  or  a  multiple  of  three,  then  the  number  nearest  to 
one-third,  shall  retire  from  office. 

79.  — The  directors  to  retire  in  every  year  shall  be  those 
who  have  been  longest  in  office  since  their  last  election, 
but  as  between  persons  who  became  directors  on  the  same 
day  those  to  retire  shall  (unless  they  otherwise  agree 
among  themselves)  be  determined  by  lot. 

80.  — A  retiring  director  shall  be  eligible  for  re-election. 

81.  — The  company  at  the  general  meeting  at  which  a 
duector  retires  in  manner  aforesaid  may  fill  up  the  vacated 
office  by  electing  a  person  thereto. 

83. — ^If  at  any  meeting  at  which  an  election  of  directors 
ought  to  take  place  the  places  of  the  vacating  directors 
are  not  filled  up,  the  meeting  shall  stand  adjourned  till 
the  same  day  in  the  next  week  at  the  same  time  an^  place, 
and  if  at  such  adjourned  meeting  the  places  of  the  vacating 
directors  are  not  filled  up,  the  vacating  directors,  or  such 
of  them  as  have  not  had  their  places  filled  up,  shall  be 
deemed  to  have  been  re-elected  at  such  adjourned 
meeting. 

83.  — ^The  company  may  from  time  to  time  in  general 
meeting  increase  or  reduce  the  number  of  directors,  and 
may  also  determine  in  what  rotation  su^  increased  or 
reduced  number  is  to  go  out  of  office. 

84.  — ^Any  casual  vacancy  occurring  in  the  board  of  direc- 
tors may  be  filled  up  by  the  directors,  but  the  person  so 
chosen  shall  be  subject  to  retirement  at  the  same  time  as 
if  he  bad  become  a  director  on  the  day  on  which  the  direc- 
tor in  whose  place  he  is  appointed  was  last  elected  a 
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85.  — The  directors  sh'all  have  power  at  any  time,  and 
from  time  to  time,  to  appoiat  a  person  as  an  additional 
director,  who  shall  retire  from  office  at  the  next  following 
ordinary  general  meeting,  but  shall  be  eligible  for  election 
by  the  company  at  tiiat  meeting  as  an  additional  director. 

86.  — The  company  may  by  extraordinary  resolution 
remove  any  director  before  the  expiration  of  his  period  of 
office,  and  may  by  an  ordinary  resolution  appoint  another 
person  in  his  stead;  the  person  so  appointed  shall  be 
subject  to  retiiunent  at  the  same  time  as  if  he  had  become 
a  director  on  the  day  on  which  the  director  in  whose  place 
he  is  appointed  was  last  elected  a  director. 

Froceeiings  of  Dirtciors. 

87.  — The  directors  may  meet  together  for  the  despatch  of 
business,  adjourn,  and  otherwise  regulate  their  meetings 
as  they  think  fit.  Questions  arising  at  any  meeting  shall 
be  decided  by  a  majority  of  votes.  In  case  of  an  equality 
of  votes  the  chairman  shall  have  a  second  or  casting  vote. 
A  director  may  and  the  secretary  on  the  requisition  of  a 
director  shall  at  any  time  summon  a  meeting  of  the 
directors. 

88.  — ^The  quorum  necessary  for  the  transaction  of  the 
business  of  the  directors  may  be  fixed  by  the  directors,  and 
unless  so  fixed  shall  (when  the  number  of  directors 
exceeds  three)  be  three. 

89.  — Tbe  continuing  directors  may  act  notwithstanding 
any  vacancy  in  their  body,  but,  if  and  so  long  as  their 
number  is  reduced  below  the  number  fixed  by  or  pursuant 
to  the  regulations  of  the  company  as  the  necessary  quorum 
of  directors,  the  continuing  directors  may  act  for  the  pur- 
pose of  increasing  the  number  of  directors  to  that  number, 
or  of  sumnLoning  a  general  meeting  of  the  company,  but 
for  no  other  purpose.  * 

go.  — The  directors  may  elect  a  chairman  of  their  meet- 
ings and  determine  the  period  for  which  he  is  to  hold 
office ;  but  if  no  such  chairman  is  elected,  or  if  at  any 
meeting  the  chairman  is  not  present  within  five  minutes 
after  the  time  appointed  for  holding  the  same,  the  directors 
present  may  choose  one  of  their  number  to  be  chairman 
of  the  meeting. 

91. — The  directors  may  delegate  any  of  their  powers  to 

committees  consisting  of  such  member  or  members  of 
their  body  as  they  think  fit ;  any  committee  so  formed 
shall  in  the  exercise  of  the  powers  so  delegated  conform 
to  any  regulations  that  may  be  imposed  on  them  by  the 
dirrctors. 

ga. — A  committee  may  elect  a  chairman  of  their  meet- 
ings :  if  no  such  chairman  is  elected,  or  if  at  any  meeting 
the  chairman  is  not  present  within  five  minutes  after  the 
time  appointed  for  holding  the  same,  the  members  present 
may  choose  one  of  their  number  to  be  chairman  of  the 
meeting. 


93.  — A  committee  may  meet  and  adjourn  as  they  think 
proper.  Questions  arising  at  any  meeting  shall  be  deter- 
mined by  a  majority  of  votes  of  the  members  present,  and 
in  case  of  an  equality  of  votes  the  chairman  shall  have  a 
second  or  casting  vote. 

94.  — All  acts  done  by  any  meeting  of  the  directors  or  of 
a  committee  of  directors,  or  by  any  person  acting  as  a 
director  shall,  notwithstanding  that  it  be  afterwards  dis- 
covered that  there  was  some  defect  in  the  appointment  of 
any  such  direcors  or  persons  acting  as  aforesaid,  or  that 
they  or  any  of  them  were  disqualified,  be  as  valid  as  if 
every  such  person  had  been  duly  appointed  and  was 
qualified  to  be  a  director. 

Dividends  and  Reserve. 

95.  — ^The  company  in  general  meeting  may  declare  divi- 
dends, but  no  dividend  shall  exceed  the  amount  recom- 
mended by  the  directors. 

96.  — The  directors  may  from  time  to  time  pay  to  the 
members  such  interim  dividends  as  appear  to  the  directors 
to  be  justified  by  the  profits  of  the  company. 

97.  — No  dividend  shall  be  paid  otherwise  than  out  of 
profits. 

98.  — Subject  to  the  rights  of  persons,  if  any,  entitled 
to  shares  with  special  rights  as  to  dividend,  all  dividends 
shall  be  declared  and  paid  according  to  the  amounts  paid 
on  the  shares,  but  if  and  so  long  as  nothing  is  paid  up  on 
any  of  the  shares  in  the  company  dividends  may  be 
declared  and  paid  according  to  the  amounts  of  the  shares. 
Xo  amount  paid  on  a  share  in  advance  of  calls  shall, 
while  carrying  interest,  be  treated  for  the  purposes  of  this 
article  as  paid  on  the  share. 

99.  — The  directors  may,  before  recommending  any  divi- 
dend, set  aside  out  of  the  profits  of  the  company  such  sums 
as  they  think  proper  as  a  reserve  or  reserves  which  shall, 
at  the  discretion  of  the  directors,  be  applicable  for  meet- 
ing contingencies,  or  for  equalising  dividends,  or  for  any 
other  purpose  to  which  the  profits  of  the  company  may 
be  properly  applied,  and  pending  such  application  may,  at 
the  like  discretioa,  either  be  employed  in  the  business  of 
the  company  or  be  invested  in  such  investments  (other 
than  shares  of  the  company)  as  the  directors  may  from 
time  to  time  think  fit. 

100.  — If  several  persons  are  registered  as  joint  holders  of 
any  share  any  one  of  them  may  give  effectual  receipts  for 
any  dividend  payable  on  the  share. 

101.  — Notice  of  any  dividend  that  may  have  been 
declared  shall  be  given  in  manner  hereinafter  mentioned 
to  the  persons  entitled  to  share  therein. 

102.  — No  dividend  shall  bear  interest  against  the 
company. 

Aeeounti. 

103.  — ^The  directors  shall  cause  true  accounts  to  be 
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Of  the  soma  of  money  received  aod  expended  by  the 
company  and  the  matter  in  respect  of  which  such 

receipt  and  e]q>enditure  takes  place ;  and 
Of  the  assets  and  liabilities  of  the  company. 

104.  — The  books  of  account  shall  be  kept  at  the  regis- 
tered office  of  the  company,  or  at  such  other  place  or 
places  as  the  directors  think  fit,  and  shall  always  be  open 
to  the  inspection  of  the  directors. 

105.  — The  directors  shall  from  time  to  time  determine 
whether  and  to  what  extent  and  at  what  times  and  places 
and  under  what  conditions  or  regulations  the  accounts  and 
books  of  the  company  or  any  of  them  shall  be  open  to  the 
inspection  of  members  not  being  directors,  and  no  membez 
(not  being  a  director)  shall  have  any  right  of  inspecting 
any  account  or  book  or  document  of  the  company  except 
as  conferred  by  statute  or  authorised  by  the  directors  or 
by  the  company  in  general  meeting. 

106.  — Once  at  least  in  every  year  the  directors  shall  lay 
before  the  company  in  general  meeting  a  Profit  ud  Loss 
Account  for  the  period  since  the  preceding  account  or 
(in  the  case  of  the  first  account)  since  the  incorporation  of 
the  company,  made  up  to  a  date  not  more  than  six  months 
before  such  meeting. 

107.  — Balance  Sheet  shall  be  made  out  in  every  year, 
and  laid  before  the  company  in  general  meeting  made  up 
to  a  date  not  more  than  six  months  before  such  meeting. 
The  Balance  Sheet  shall  be  acaunpanied  by  a  report  of 
the  dixectOTS  as  to  the  state  of  the  company's  affairs,  and 
the  amount  which  they  recommend  to  be  paid  by  way  of 
dividend,  and  the  amount,  if  any,  which  they  propose  to 
cany  to  a  reserve  fund. 

108.  — A  copy  of  such  Balance  Sheet  and  report  shall, 
seven  days  previously  to  the  meeting,  be  sent  to  the 
persons  entitled  to  receive  notices  of  general  meetings  in 
the  manner  in  which  notices  are  to  be  given  hereunder. 

Audit. 

109.  — Auditors  shall  be  appointed  and  their  duties  regu* 
lated  in  accordance  with  tiie  Companies  Act,  1900,  Sec> 
lioas  ai,  22,  and  23,  or  any  statutoiy  modifici^on  thereof 
for  the  time  being  in  force. 

Notices. 

no. — A  notice  may  be  given  by  the  company  to  any 
member  either  personally,  or  by  sending  it  through  the 
post  in  a  prepaid  letter  addressed  to  such  member  at  his 
roistered  address,  or  [if  he  has  no  registered  address  in 
the  United  Kingdom)  at  the  address,  if  any,  within  the 
United  Kingdom  supplied  by  him  to  the  company  for  the 
giving  of  notices  to  him. 

iix.-~4f  a  member  has  no  registered  address  in  the 
United  y««^*wn|  and  has  not  supplied  to  the  company  an 


address  within  the  United  Kingdom  for  the  giving  of 
notices  to  him,  a  notice  addressed  to  him,  and  advextiwd 
in  a  newspaper  circulating  in  the  ndgbbourhood  of  the 
registered  office  of  the  company,  shall  be  deemed  to  be 
duly  given  to  him  on  the  day  on  which  the  advertisement 
appears. 

Its. — ^A  notice  may  be  given  by  the  company  to  the  joint 
holders  of  a  share  by  giving  the  notice  to  the  joint  holder 
named  first  in  the  register  in  respect  of  the  share. 

113.  — A  notice  may  be  given  by  the  company  to  the 
persons  entitled  to  a  share  in  consequence  of  the  death  01 
bankruptcy  of  a  member  by  sending  it  through  the  post 
in  a  prepaid  letter  addressed  to  tfiem  by  name,  or  by  the 
title  of  representatives  of  the  deceased,  or  trustee  oi  the 
bankrupt,  or  by  any  like  description,  at  the  address,  if 
any,  in  the  United  Kingdom  supplied  for  the  purpose  by 
the  persons  claiming  to  be  so  entitled,  or  (until  such  an 
address  hat  been  so  supplied]  by  giving  the  notice  in  any 
manner  in  which  the  same  might  have  been  given  if  the 
death  or  banknq>toy  had  not  occurred. 

114.  — Notice  of  every  general  meeting  shall  be  given  in 
some  manner  hereinbefore  authorised  to  (a)  every  member 
of  the  company  (indading  bearers  of  share  warrants) 
except  those  members  who  (having  no  registered  address 
within  the  United  Kingdom)  have  not  supplied  to  the  com- 
pany an  address  within  the  United  Kingdom  for  the 
giving  of  notices  to  them,  and  also  to  (j)  every  person 
entitled  to  a  share  in  consequence  of  the  death  or  bank- 
ruptcy of  a  member,  who,  but  for  his  death  or  bankmptcy, 
would  be  entitled  to  receive  notice  of  the  meeting.  No 
other  persons  shall  be  entitled  to  receive  notices  of  general 
meetings. 

11$. — Any  notice,  if  given  by  post,  shall  be  deemed  to 
have  been  served  at  the  time  when  the  letter  containing 
the  same  is  put  into  the  post  office,  and  in  proving  the 
giving  of  the  notice  it  shall  be  sufficient  to  prove  that  the 
letter  containing  the  notice  was  properly  addressed  and 
put  into  the  post  office. 


XEbe  Scope  of  tbe  Aonei>ilenber0 

Hct,  1900. 


(From  The  SolUiton'  Journal.) 

In  the  case  of  Samuel  v.  Ntwbold  {Times,  iSth  iost.), 
which  has  been  decided  by  the  House  of  Lords,  that 
tribunal  has  adc^ted  the  broad  view  of  the  scope  of  tha 

Money-lenders  Act,  igoo,  taken  by  the  Court  of  Appeal  In 
Re  A  Debtor  (51  W.R.  370;  1903,  i  K.B.  705),  in  preference 

to  the  more  limited  construction  placed  uD6nltbv.£idl4KrjM 
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in  Wtlion  V.  Osborn  (1901,  2  K.B.  no).  The  question  has 
arisen  out  of  the  somewhat  unrortnnate  use  of  the  woni 
"otherwise"  in  Section  i  (i)  of  the  Act.  This  provides 
that,  where  proceedings  are  taken  in  any  Court  by  a  money- 
lender for  the  recovery  of  money  lent,  "and  there  is 
"  evidence  which  satisfies  the  Court  that  the  interest 
"  charged  ia  respect  of  the  sum  actually  lent  is  excessive,  or 
"  that  the  amounts  charged  for  expenses,  inquiries,  fines, 
*'  bonus,  premium,  renewals,  or  any  other  charges  are 
"  excessive,  and  that,  in  either  case,  the  transaction  is  harsh 
"  and  unconscionable,  or  is  otherwise  such  that  a  Court  of 
"  Equity  would  give  relief,  the  Court  may  reopen  the 
"transaction  ....  and  relieve  the  person  sued  from 
"  payment  of  any  sum  adjudged  by  the  Court  to  be  fairly 
"  due  in  respect  of  such  principal,  interest,  and  charges  as 
the  Court,  having  regard  to  the  risk  and  all  the  circum- 
"  stances,  may  adjudge  to  bs  reasonable."  Now,  it  may 
with  some  confidence  be  surmised  that  the  Legislature 
intended  to  confer  a  jurisdiction  to  grant  relief  in  money- 
lending  transactions  wider  than  that  which  had  been 
exercised  by  Courts  of  Equity,  and  not  merely  to  extend  the 
equitable  jurisdiction  to  any  Court  in  which  a  money-lender 
might  happen  to  be  suing.  The  equitable  jurisdiction 
applies  to  bargains  with  expectant  heirs  {Earl  of  Ayltsjord  v. 
Morrit,  L.It.  8  Ch.  484),  using  that  term  in  a  wide  sense  to 
include  all  parsons  who  hwe  expectations  of  succeeding  to 
property,  and  to  whom  money  is  lent  ou  the  credit  of  their 
expectations;  bat  in  Nevill  v.  Snelling  {15  Ch.D.  679) 
Denman,  J.,  held  that  it  was  not  restricted  to  such  cases, 
but  existed  generally  where  the  money-leader  had  throughout 
been  unconscientiously  trading  upon  the  weaknesses  of  the 
borrower.  The  real  question,  he  said,  in  every  case  was 
whether  the  dealings  had  been  fair,  and  whether  undue 
advantage  had  been  taken  by  the  money-lender  of  the 
weakness  or  necessities  of  the  person  raiung  the  money. 

But  however  far  Courts  of  Equity  may  have  been  inclined 
to  carry  their  benevolent  jurisdiction,  it  ts  unlikely  that  the 
Legislature  intended  that  the  bounds  of  this  jurisdiction 
should  have  to  be  ascertained  whenever  application  was 
made  to  a  Court  under  the  Money-lenders  Act,  igoo.  The 
first  consideration  mentioned  in  the  Act  is  that  the  interest 
or  ciiarges  are  excessive,  and  then  that  the  transaction  is 
harsh  or  unconscionable,  and  if  th^e  conditions  exist,  the 
statutory  power  to  grant  relief  should  arise.  This  construc- 
tion would  have  been  quite  plain  but  for  the  words  "  or  is 
otherwise  such  that  a  Court  of  Equity  would  give  relief," 
As  a  matter  of  grammar,  these  suggest  the  conclusion  that 
in  speaking  of  transactions  as  "  harsh  and  uncoascioaable  " 
the  I..egislature  meant  that  they  were  harsh  and  uncon- 
scionable in  such  a  way  and  to  such  an  extent  that  eijuity 
would  grant  relief.  This  is  one  ground  for  relief  in  equity, 
and  then,  in  order  to  include  any  other  possible  ground  of 
relief,  the  words  in  question  were  added,  the  effect  being 


that  whatever  ground  for  relief  was  made  the  subject  of  an 
application  under  the  Act,  it  must  be  such  a  ground  as 
would  formerly  have  entitled  the  applicant  to  relief  in  a 
Court  of  Equity.  This  construction  was  placed  upon  the 
Act  by  Ridley,  J.,  in  Wilton  v.  Osbon  (supra).  "The 
*'  section,"  he  said,  "includes  alt  cases  where  the  charges 

or  interest  are  excessive,  ud  where  there  has  been 
"  conduct  for  which,  as  harsh,  unconscionable,  or  unfair,  a 
'*  Court  of  Equity  would  give  relief."  But  although  this 
may  be  the  grammatical  effect  of  the  words  used,  yet,  as 
already  suggested,  it  nullifiu  what  may  be  supposed  to 
have  been  the  intention  of  the  Legislature,  and  as  it 
depends  solely  upon  a  strict  interpretation  of  the  word 
"  otherwise,"  it  is  natural  that  it  should  not  have  been 
followed.  Moreover,  neither  in  the  Court  of  Appeal 
in  Re  A  Debtor  (supra),  nor  in  the  House  of  Lords  in 
the  present  case,  has  it  been  admitted  that  the  words, 
taken  grammatically,  required  Mr.  justice  Ridley's  con- 
struction. "  Upon  the  natural  grammatical  construc- 
tion of  the  words,"  said  Cf^lins,  M.R.,  in  the 
former  case,  "  I  think  the  words  *  harsh  and  uncooscion- 
"able*  are  distinct  from  and  independent  of  the  words 
*'  which  follow.  Relief  may  be  given  if  the  bargain  is 
"  harsh  and  unconscionable  by  reason  of  excessive  Interest 
"  or  other  excessive  charges.  .  .  ,  Two  classes  of  cases 
"are  mentioned  in  the  section — transactions  which  the 
"Court  is  satisfied  are  'harsh  and  unconscionable,'  and 
"  transictio.-ia  which  are  '  otherwise  such  that  a  Conrt  of 
"Equity  would  give  relief.'  Without  giving  an  exact 
"  definition  of  the  meaning  of  the  words,  it  is  sufficient  to 
"  say  that  the  standard  is  not  only  that  which  a  Court  of 
"  Equity  would  have  adopted  before  the  Act.  The  other 
"construction  would  render  the  Act  nugatory."  And 
similarly,  Komer,  L.J..  said:  "The  words  'harsh  and 
"  unconscionable '  ought  not  to  receive  a  limited  and 
"  artificial  meaning  by  reference  to  the  rules  of  equity 
"before  the  Act." 

The  same  view  has  been  unanimously  taken  by  the  House 
of  Lords  in  Samuel  v.  Netobold.  A  Court  of  law,  said  Lord 
Loreburn,  C,  ought  not  to  be  alert  in  placing  a  restricted 
construction  upon  the  language  of  a  remedial  Act.  "  The 
"section  means  exactly  what  it  says — namely,  that  if  there 
"  is  evidence  which  satisfies  the  Court  that  the  transaction 
"Is  harsh  and  unconsdonable,  using  those  words  in  a  plain, 
"  and  not  in  any  way  technical,  sense,  the  Court  may  reopen 
"  it,  provided,  of  course,  that  the  case  meets  the  other  con- 
"  dition  required."  And  Lord  Macnaghten  laid  stress  upon 
the  inconvenience  which  would  result  if  the  statutory  juris- 
diction were  kept  within  the  limits  of  the  old  equitable 
doctrine  of  relief.  "  What  an  intolerable  strain,"  be  said, 
"would  be  thrown  upon  inferior  Courts  unfamiliar  with 
"the  doctrines  and  the  practice  of  Courts  of  Equity  if 
"  they  were  condemned  |^^^^^^^^J(^rJii^D^^^engthy 
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"UKonwDts  ud  venerable  ittccedeDts  befiore  decidii^  a 
"qnesdon  which  any  man  of  common  sense  is  jost  as 
"capable  of  deciding  as  the  most  learned  Judge  in  the 
"land,  if  be  is  not  hampered  by  authorities  which 
"reqaire  no  little  training  to  discriminate  and  appre- 
"ctate  at  thnr  true  valoe.  ...  It  seems  to  me 
"that  tbete  are  two  cases  contemplated  by  the  Act. 
"One  where  the  interest  is  excessive  and  the  transaction 
"  harsh  and  nnoooscionable ;  the  other  where  the  interest  is 
"excessive  and  the  transacdon  is  such  that  without  the 
"necesity  of  proving  the  transaction  to  be  harsh  and 
"  anconscionable— without  goiag  into  that  question  at  all— 
"a Court  of  Equity  would  give  relief.  It  seems  to  me  that 
"  those  two  cases  are  meant  to  be  distinct.  1  think  that  is 
"the  Kramroatical  oonstructioo  of  the  langusge  used." 
Special  interest  attaches  to  the  judgment  of  Lord  James  in 
COD  sequence  of  the  prominent  part  which  he  took  in  the 
passing  of  the  Act  of  1900.  The  old  Chancery  jurisdiction, 
he  observed,  was  too  narrow  to  meet  the  cases  of  injustice 
which  had  arisen  in  money-lending  contracts  since  the 
repeal  of  the  usury  laws,  and  the  Legislature,  who  desired 
t3  remedy  these  evils  by  affording  legal  protection  to 
borrowers,  did  not  intend  to  leave  the  old  law  as  it  was. 
'■The  intention  certunly  was  to  give  the  debtor  greater 
legal  protection  against  the  money-lender  dian  then  existed." 
Aod  the  learned  Lord  adopted  tn  the  fullest  extent  the  view 
of  the  section  taken  by  the  Court  of  Appeal  in  Re  a  Debtor 
(n/»|.  In  this  result  Lords  Robertson  and  Atkinson  also 
coDcnired. 

The  circumstances  in  Samuel  v.  Neu<bold  were  peculiar, 
inasmuch  as  the  position  of  the  borrower,  Alton,  was  such 
that  there  was  really  no  need  (or  him  to  have  recourse  to 
money-lenders.  He  was  a  wealthy  man.  and  when  he  died, 
shortly  after  the  transaction  in  question,  he  left  an  esute  of 
^'42,000.  In  the  summer  of  1903,  however,  he  applied  to  a 
firm  of  money ' lenders  for  a  loan  of  ;^i,ooo,  and  this  was 
advanced  at  a  rate  of  interest  which  was  described  by  the 
Lord  Chancellor  as  exortntant.  But  that  transaction  was 
nltimatdy  settled.  In  Septemberof  the  same  year  a  further 
application  for  a  loan  was  made,  and  this  time  ^2,000  was 
advanced  upon  the  footing  of  its  being  repaid,  together  with 
/i,300  for  interest,  by  twelve  monthly  payments  of  £2-^5  each, 
and  up<Hi  any  default  the  whole  amount  remaining  unpaid 
•as  to  become  immediately  payable.  A  promissory  note  for 
^3.300  was  given  by  Alton.  This,  like  the  preceding  transac- 
tioD,  the  Lord  Chancellor  deacribed  as  inexplicable  except  on 
the  footing  that  Alton  was  unfit  to  manage  business.  Before 
maUng  the  second  advance,  the  money-lenders  had  inquiries 
:iiade  as  to  Alton's  position,  and  received  a  report  that  he 
was  the  owner  of  property  and  that  it  was  not  thought  that 
say  BUCMMMUe  risk  woald  be  incurred  in  granting  credit 
to  Ifae  extent  named.  Alton  died  in  November  1903,  and 


there  being  in  consequence  default  in  payment  of  an  instal- 
ment, the  whole  amount  of  ^3,300  became  payable.  Had  it 
been  paid,  said  the  Lord  Chancellor,  the  money-lenders 
would  have  received  interest  at  the  rate  of  some  418  per  cent. 
The  money-lenders  brought  an  action  on  the  promissory  note 
against  Alton's  executor,  and  the  defiandant  chumed  relief 
under  the  statute. 

Having  regard  to  the  construction  which,  as  already  stated, 
the  House  of  Lords  placed  upon  the  scope  of  the  statute, 
the  question  for  decision  was  whether  the  interest  charged 
was  excessive,  and  whether  the  action  was  harsh  and 
unconscionable.  That  the  interest  was  excessive  was  treated 
as  clear.  "  In  considering  whether  the  interest  is  excessive," 
said  Cozens-Hardy,  L.J.,  in  Ke  A  Debtor  {supra),  "  the  Court 
"must  have  regard,  not  only  to  the  rate  of  interest,  but 
"also  to  the  risk  incurred  by  the  lender  and  to  all  the 
"other  circumstances  of  the  case."  Here  the  money-lenders 
were  aware  that  there  was  no  risk.  But,  apart  from  the 
excessive  interest,  there  appears  to  have  been  nothing 
very  definite  to  show  tiiat  the  transaction  was  harsh 
and  unconscionable,  and  it  was  necessary  to  decide 
whether  this  wasaufficient,  or  whether  further  circumstances 
of  oppression  are  required  to  give  a  right  to  relief.  The 
view  was  taken  in  Re  A  Debtor  (supra)  that  nothing  further 
was  wanted.  "  I  should  be  sorry  to  say,"  observed  Cozens- 
Hardy,  L.J.,  "  that  the  rate  of  interest  charged  and  the 
"other  charges  might  not  be  so  excessive  as  for  that 
**  reason  alone  to  render  the  transaction  '  harsh  and  uncon- 
"  scionable.' "  And  this  has  now  been  a£5rmel  by  the 
House  of  Lords.  "We  are  asked,"  said  the  Lord  Chan- 
cellor, '*  to  aay  that  an  excessive  rate  of  interest  could  not 
"  be  of  itself  evidence  that  the  transaction  was  harsh  and 
"unconscionable.  I  do  not  accept  that  view.  Excess  of 
"interest  or  charges  may  of  itself  be  such  evidence,  and 
"particularly  if  it  be  unexplained.  If  no  justification  be 
"established,  the  presumption  hardens  into  a  certainty." 
And  Lord  Macnaghten  observed  that  the  rate  of  interest 
might  be  so  monstrous  as  to  show  by  itself  that  the  trans- 
action was  harsh  and  unconscionable.  Thus  the  judgment 
of  the  House  of  Lords  establishes  clearly  enough  the  prin- 
ciples upon  which  the  statute  is  to  be  applied,  but  it  leaves 
it  to  the  Judge  to  determine  in  eai:h  particular  case  whether 
the  rate  of  interest,  if  this  is  the  only  ground  for  relief,  is 
such  as,  under  the  circumstances,  to  entitle  the  borrower  to 
relief. 


"  From  a  College  Window,"  by  A.  C.  Benson,  London  : 
Messrs.  Smith,  Elder  &  Co.  Price  js.  6d.  net.— A  third 
edition  of  this  delightful  book  has  now  been  published.  The 
series  of  reflections  which  originally  appeared  in  The  Comhill 
Magatine  has  been  added  to,  and  the  work  is  one  which  can 
be  read  agmn  aod  again  with^inc^^aiDg|^^^^^Q|^ 
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It  is  aDDonnced  that  the  firm  of  Funk  Davibs,  Hbuditb 
A  Co,  was  dissolved  as  on  the  i6th  iost.  Mr.  HsKBDnn  is 
canyiog  on  business  at  Prudential  Buildings,  Corporation 
Street,  Binningham,  and  at  82  Gresham  House,  Old  Broad 
Street,  E.C.,  under  the  style  or  firm  of  MauDnB  A  Co. 

Mr.  Ernest  Snowdbk,  Incorporated  Accountant,  of 
Cheapside  Chambers,  Bradford,  has  taken  Mr.  Albert  E. 
Strihgbr,  Incorporated  Accountant,  of  Bradford,  into 
partnership.  The  piacdce  will  be  continued  after  this  date 
under  the  title  of  Snowdkn  ft  STiuNaBR,  Incorporated 
Accountants. 

Mr.  John  Stdbbs,  Chartered  Accountant  (Messrs.  John 
Stdbbs  ft  Frbncb),  of  Central  Buildings,  41  North  John 
Street,  Liverpool,  announces  that  he  has  taken  Into  partner- 
ship  Mr.  E.  W.  Ckawpord,  who  was  articled  to  him,  and 
admitted  in  November  1902.  A  branch  office  has  been 
opened  from  the  ist  inst.  at  No.  4  Lacey  Street,  Widnes, 
under  the  style  or  firm  of  John  Stubbs  ft  Crawford, 
Chartered  Acconntants, 


f  allnres  anb  JStlls  ot  Sale  in  £nalan^ 
an&  HQlales. 


According  to  Kmp's  MtrccMtiU  Gtatttt,  the  totid  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  July  20th,  was  168.  viz. : — 
New  Bankruptcy  I^oceedinge  published  in  the  landon  GautUf 
87  ;  Deeds  of  Arrangement  registered,  81.  The  respective 
number^  in  the  corresponding  week  of  last  year  were ; 
Bankruptcies,  84;  Deeds  of  Arrangement,  87— total,  171  ; 
being  a  decrease  of  3.  The  total  number  of  commercial 
fulures  recorded  during  the  29  wedu  of  the  present  year  is 
4,779 ;  the  total  number  recorded  in  the  corresponding  29 
weeks  of  last  year  was  5,055,  showing  a  decrease  of  276, 

The  number  of  Bills  of  Sale,  including  Re-r^strationSt 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
July  aoth,  was  143.  The  number  in  the  corresponding  week 
of  last  year  was  156,  showing  a  decrease  of  13,  The  total 
number  filed  during  the  29  weeks  of  the  present  year  Is 


4,343 ;  the  total  number  fiied  in  the  corresponding  29  weeks 
of  last  year  was  4,778,  showing  a  decrea&e  of  433. 


Debentare5. 


The  Mortgages  and  Charges  r^^istered  by  limited 
companies  in  England  and  Wales  during  the  week 

ending  Friday,  July  aoth,  amounted  to  /r,688,5i4,  by  way 
of  addition  to  1^2,481,807,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  correq>onding 
week  of  last  year  was  ;^4.oo6,668,  showing  a  decrease  of 
1^2.318,154.  The  total  amount  roistered  during  the  29 
weeks  of  the  present  year  was  ;^47,6i5,o97  {in  addition  to 
the  issues  in  previous  years  the  same  companies),  as 
compared  with  ;^45,o37,i22  for  the  corresponding  29  weeks 
in  1905,  showing  an  increase  of  ;f2,377,975. 


The  Profession  in  Scotland. 


Panoiiftl. 

Mr.  George  Morton,  Junr.,  C^.,  has  been  admiUed  a 
member  of  the  Glasgow  Stock  Ezchai^e  Association,  and 
Messrs.  Geoi^  Morton  ft  Co.,  Accountants  and  Stock- 
brokers, 104  West  George  Street,  Glasgow,  have  assiimrrt 
him  as  a  partner. 


BdiBhnrtfb  Boetatf  of  AooonaUnti, 


At  a  general  meeting  of  the  Society  of  Accountants  in 

Edinburgh,  held  last  week— Mr.  F.  W.  Carter  presiding — 
the  following  gentlemen,  having  served  apprentioediips  and 
passed  tlu  prescribed  eumlnadons,  were  dnly  elected 
members William  Gibson  Carmlchael,  33  Thistle  ^reet, 
Edinburgh;  Kenneth  Henderson,  25  Drummond  Place, 
Edinburgh :  John  McMillan  Marshall,  5  North  ;St.  David 
Street,  Edinburgh;  Robert  Mihie  Neill,  5  North  St.  David 
Street,  Edinburgh;  Walter  Sanderson,  4  Kilmaurs  Road. 
Edinburgh ;  Charles  Somervillc  Turcan,  33  RjoyaX  Temwe* 
Edinburgh;  Andrew  Young,  c/o  Colombo  Canmardal 
Comp«.y.  Lim..  Colo»b<b,C^|^y  GoOglC 
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OOUBT  OF  SESSION. 


Bdinbnrgh— Outer  Home. 


BaToM  Lord  SalTMen. 

Jqly  17. 

J.  V,  B.  Dooghtf  (J.  Ipnti'i  TnutM)  v.  0.  Veils 
Md  othen. 

Trust  Vtii—GfwuUio*  Behoof  of  arUan  Spicifiei  Cn4itors— 
Criditor's  Pointing  Challwgii  on  tk$  Ground  that  thi 
Effects  Poimdtd  had  bun  Conveyed  to  thi  Truttte  %nitr  th* 
Tnuf  Dui. 

Jndgnient  wm  prooonnced  in  this  note  of  snspension  and 
interdict  by  Junes  T.  S.  Donghtjr,  writer,  Ayton,  as  trustee 
acting  noder  a  trust  deed,  dated  15th  Au^t  1905,  for  behoot 
<tf  certain  creditors  granted  by  John  Spratt,  fanner,  Broom, 
boose  Mains,  Berwickshire,  agunst  Charles  Wells,  money- 
knder.  Corridor  Chambers.  Marketplace.  Leicester,  and 
others  The  complainer  sought  to  interdict  the  respondent 
Wells  bam  selling  a  steam  engine,  a  threshing  mill,  a  hay- 
cottar,  a  weigh  machine,  a  faraiser.  a  set  of  fanners,  and  six 
gifxtctOtoral  horses,  which  had  been  poinded  by  him  as  the 
property  of  his  debtor  John  Spratt.  The  ground  of  interdict 
was  that  the  e6ects  actnaUy  poinded  were  at  the  time  of 
poinffiag  no  longer  the  property  of  Spratt,  but  had  been  con- 
veyed to  the  complainer  as  trastee  for  certahi  of  Spratt's 
creditors.  Defences  were  lodged  for  the  respondent  Charles 
Wdla,  in  which  he  snbmitted  that  there  was  no  relevant 
awmat  from  which  it  could  be  inferred  that  Spratt  had 
ew  ben  divested  of  the  poinded  effects  in  favour  of  the 
oomfdainer. 

Lord  Salveaen  fonnd  that  the  averments  of  thecompldner 
vece  irrdevant  and  insafficient,  and  refnsed  the  prayer  of 
note  with  expenses.  The  trust  deed,  his  Lorship  said, 
was  a  somewhat  nnnsoal  document.  It  proceeded  on  the 
aanadv*  that  Spmtt  bad  renounced  his  lease  of  the  farm  of 
Eiuuiiilinnin  "  at  Martinmas  i9o5>  ^°  ^ 

iodibled  to  the  proprietor  in  certain  rents,  and  to  various 
moctaBts  mentioiied  in  accoonts  for  goods  supplied  to  the 


farm.  He  then  proceeded  to  assign  and  convey  to  Mr. 
Doughty,  as  trustee  for  behoof  of  these  creditors,  the  whole 
crop,  stock,  and  implements  on  the  farm.  Power  was  con- 
ferred on  the  trustee  to  take  immediate  possession,  and  to  do 
wliatever  he  might  consider  necessary  for  carrying  on  the 
farm  nntil  the  expiry  of  the  tenancy  at  Martinmas,  and  to 
sell  and  realise  the  estate  conveyed.  There  was  also  authority 
to  the  trustee  to  employ  the  granter  of  the  conveyance  at  £2 
per  week  to  manage  the  farm  and  to  give  him  occupation  of 
the  farmhouse  and  garden  and  some  other  privileges.  The 
object  of  the  trust  was  to  pay  the  creditors  in  full,  and  to 
account  to  Spratt  for  any  surplus.  It  was  plain  from  a 
subsequent  clause  that  it  was  not  contemplated  that  the  trust 
should  in  any  way  be  made  pnblic.  Although,  in  form,  this 
deed  did  not  convey  the  universitas  of  the  graoter's  estate  it 
was  said  that  in  fact  it  did  so,  as  the  only  other  property 
which  was  in  his  possesion,  namely,  his  fhmitnre,  was 
claimed  by  his  wife.  The  complainer  averred  that  at  the 
time  of  granting  the  deed  John  Spratt  was  solvent,  and  that 
he  did  not  become  notour  bankmpt  within  sixty  days  theie- 
aft« ;  and  he  also  founded  npon  the  fact  that  the  tmst  was 
not  for  payment  of  the  whole  creditors,  but  only  of  certain 
of  their  number.  The  deed  was  signed  on  15th  August  1905. 
and  the  poinding  was  not  executed  until  24th  October,  so 
that  the  sixty  days  had  expired  before  Spratt  was  made 
notour  bankrupt  at  the  instance  of  the  respondent.  If,  there- 
fore, the  complainer  had  obtained  delivery  of  the  effects 
which  were  polncted  more  than  rixty  days  before  the  poinding, 
his  Lordship  did  not  see  how  the  transaction  could  be 
challenged  either  at  common  law  or  under  the  Act  of  1696, 
for  every  creditor  was  entitled  to  use  the  utmost  diligence  to 
induce  his  debtor  to  pay  his  debts.  But  his  Lordship  did 
not  think  there  was  a  relevent  averment  that  the  complainer 
ever  obtained  such  delivery  as  would  divest  the  granter  and 
transfer  the  property  in  these  movable  subjects  to  him.  It 
was  well  settled  in  law  that  a  conveyance  of  movable  property 
without  delivery  did  not  divest  the  owner  in  a  question  with 
creditors,  and  here  then  was  absolutely  no  change  of 
pouession.  There  was  a  latent  deed,  which,  no  donbt,  was 
efTectual,  between  Spratt  and  the  creditors  for  whose  behoof 
it  was  granted ;  and  if  the  complainer  had,  in  virtue  of  that 
deed,  taken  actual  possession  of  the  subjects  by  transferring 
them  to  a  warehouse  or  stable  taken  in  his  own  name, 
delivery  would  have  been  complete  and  the  property  trans- 
ferrsd.    But  nothing  of  6^)P©^C 
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intention  seemed  rather  to  have  been  that  Spratt  should 
continue  on  the  fiarm  undivested  until  the  ekpiry  of  bis 
tenancy,  when  in  ordinary  course  the  stock  would  have  been 
sold  and  the  proceeds  uplifted  by  the  complainer. 


Harhsworth  EncyclopiGdia— Part  36  has  just  been  issued, 

consisting  of  160  pages,  profusely  illustrated. 


We  have  been  favoured  with  a  copy  of  the  fdition 
de  iKXt  of  the  Great  Eastern  Railway  Company's  handbook, 
"  Summer  Holidays."  Prdminence  has  been  given  to  some  less 
known  districtn  in  East  Anglla;  and  the  facdmile  water-colour 
and  pen-and-ink  lllmtrations  have  been  made  a  special  feature. 


The  following  two  members  of  the  Liverpool  Chartered 
Accountants  Students'  Association  were  successful  in  connection 
with  the  recant  examinations  held  t>y  the  Institute  of  Municipal 
Treasurers  and  Acoountantf  (Incorporated)^-FInal  Examination, 
Mr.  A.  E.  Tboms  and  Ur.  Morris  Lodge. 
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The  Chartered  flcconntants* 
Benevolent  flssociation, 

E.  WATERHOUSE,  Esq. 


Tmuunrt: 
J.  DIX  LEWIS,  Esq. 
F.  W.  PIXLEY,  Esq. 
GERARD  VAN  DB  LINDE,  Esq. 

WILLIAMS  DEACON'S  BANK,  LtM. 


^urtng  the  year  ended  3i8t  March  1906,  Relief  wts 
granted  in  zg  cases  to  the  amount  of  £8';6  7s.  6d. 

£)onations  and  Annnitles  to  necessitous  Members 
are  paid  only  out  of  the  net  Income  received  from 
Annual  Sul»criptidns  and  Investments 

^11  Donations  and  Legacies  are  invested. 

1^ embers  of  the  Institute  of  Chartered  Accountants 
are  earnestly  requested  to  become  Members  of 

the  Association. 


MooaoATi  Placb, 
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XeaMnd  articles. 


5ccret  Reservef. — IV. 


I N  concluding  the  present  series  of  articles  on 
^  Secret  Reserves,  which  have  been  suggested 
by  the  recent  decision  of  Mr.  Justice  Buckley 
in  Newton  v.  The  Birmingham  Small  Arms 
Company,  Lim.,  we  should  like  to  draw  atten* 
tion  to  an  aspect  of  the  matter  which,  so  far 
as  we  are  aware,  has  as  yet  been  entirely  over- 
looked, but  which  is  in  point  of  fact  the  most 
important  part  of  the  whole  business  so  far  as 
our  readers  are  concerned.  We  refer  to  the 
extremely  delicate  and  onerous  position  that 
the  auditor  must  occupy  in  all  cases  where 
there  is  a  Secret  Reserve  upon  such  a  whole- 
sale scale  as  that  contemplated  by  the  Birming- 
ham Small  Arms  Company,  even  supposing 
the  ingenuity  of  counsel  learned  in  the  law 
has  succeeded  in  devising  regulations  which 
the  Courts  will  not  interf^^^i^^tj^g^g^ 
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interference  with  the  statutory  duty  of  the 
auditor. 

It  has  now  been  held  that  articles  of  asso- 
ciation which  provide  that,  whatever  happens, 
an  auditor  is  not  to  make  use  of  information 
of  a  certain  kind  acquired  by  him  in  the  course 
of  his  audit  are  invalid,  as  being  in  contraven- 
tion of  Section  23  of  the  Companies  Act,  1900, 
which  aifords  the  auditor  access  at  all  times  to 
the  books  and  accounts  and  vouchers  of  the 
company,  and  the  right  to  require  from  the 
directors  and  officers  of  the  company  such 
information  and  explanation  as  may  be  neces- 
sary for  the  purpose  of  his  duties.  It  was, 
however,  intimated — informally  doubtless,  but, 
for  all  that,  sufficiently  clearly— that,  with  a 
little  trouble,  it  would  be  by  no  means  impos- 
sible for  counsel  to  the  defendant  company  to 
so  modify  the  clauses  that  had  been  judicially 
held  to  be  invalid  as  to  be  able  for  all  practical 
purposes  to  secure  what  the  directors  required 
— namely,  the  right  to  deal  as  they  thought  fit 
with  the  surplus  profits  of  the  company,  after 
providing  for  a  dividend  of  10  per  cent,  on  the 
ordinary  shares,  without  being  called  upon  to 
in  any  way  account  for  their  dealings.  Revised 
clauses,  which,  we  understand,  have  been 
redrafted  with  that  end  in  view,  have  already 
been  submitted  to  the  shareholders,  although 
their  exact  nature  has  not  yet  been  made 
public.  The  point  to  which  we  wish  to  now 
draw  attention,  however,  is  not  one  dependent 
upon  the  precise  significance  of  the  turning  of 
a  phrase.  It  goes  directly  to  the  root  of  all 
auditing,  and  can  therefore  be  just  as  well  con- 
sidered in  general  terms  as  though  we  had 
before  us  at  the  time  of  writing  the  text  of  the 
revised  articles.  Indeed  it  is,  perhaps,  upon 
the  whole  even  more  convenient  to  discuss  the 
matter  upon  this  general  basis,  as  by  so  doing 


we  are  able  to  discuss  it  without  taking  sides 
in  the  controversy  that  is  proceeding  between 
the  directors  of  the  Birmingham  Small  Arms 
Company  and  certain  of  the  shareholders. 

In  order  to  escape  invalidity  it  would  appear 
to  be  necessary  for  articles  of  association 
authorising  the  creation  of  a  Secret  Reserve  to 
refrain  from  directing  the  auditor  to  keep 
silence  as  to  the  amount,  constitution,  or 
application  of  the  Secret  Reserve,  thus  leaving 
him  free  to  perform  his  statutory  duty  of 
reporting  to  the  shareholders  whether  in  his 

^  opinion  the  Balance  Sheet  referred  to  in  his 
report  is  properly  drawn  up  so  as  to  exhibit  a 
true  and  correct  view  of  the  state  of  the  com- 
pany's afbirs,  as  shown  by  the  books  of  the 

'  company.  It  has  been  judicially  stated  (and, 
of  course,  the  point  was  never  seriously  in 
doubt)  that,  so  long  as  everything  is  in  order, 
the  auditor's  report  to  the  shareholders  may  be 
in  the  most  concise  form,  and  that  it  is  only 
when  there  is  something  wrong  that  any 
necessity  arises  for  the  auditor  to  go  into 
details,  or  even  to  mention — or  comment  upon 
— any  special  item  in  the  accounts.  But  when 
matters  are  not  as  they  should  be  it  becomes 
necessary  for  the  auditor  to  draw  the  share- 
holders' attention  to  his  opinion,  not  merely  in 
general  terms — as,  for  instance,  by  saying  "  I 
*'  am  of  opinion  that  the  Balance  Sheet 
"  referred  to  in  my  report  is  improperly  drawn 
"  up,  and  does  not  exhibit  a  true  and  correct 
'*  view  of  the  state  of  the  company's  affairs  " — 
but  to  go  further  and  explain,  shortly  at  least, 
why  he  thinks  it  is  wrong,  and  perhaps  even  to 
add  what  he  considers  to  be  the  right  view  with 
regard  to  the  point  at  issue.  As  we  have  already 
said,  any  articles  of  association  which  are  to  be 
effective  must  reserve  these  statutory  oowers  to 
the  auditor ;  but  th^redisb^ippa^d^QiMdbing  to 
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be  said  against  articles  which,  while  stopping 
^ort  at  purporting  to  forbid  the  auditor  from 
dischai^ing  the  whole  of  his  duties,  by  impHca- 
tion  discourage  him  in  every  possible  way  from 
making  any  report  to  the  shareholders  concern- 
ing a  certain  specified  section  of  the  affairs  of 
the  company — viz.,  its  Secret  Reserve.  The 
inevitable  effect  of  such  articles,  however  they 
may  be  worded,  must  of  necessity  be  to  increase 
the  difficulty  always  experienced  by  every 
auditor  when,  owing  to  his  being  dissatisfied 
with  the  accounts  as  submitted,  he  finds  it 
necessary  to  add  something  to  the  stereotyped 
and  general  form  of  report  which  may  be 
regarded  as  a  "  clean  bill  of  health."    In  any 
event,  no  auditor  would  lightly  cumber  his 
report  with  disputed  statements  of  opinion,  for 
it  is,    of  course,  common  knowledge  that 
auditors  who  find  themselves  in  disagreement 
with  directors  do  not  as  a  rule  have  a  long 
tenure  of  office.    There  is  thus  the  most 
excellent  of  all  reasons — self-interest — in  favour 
of  an  auditor  not  interfering  whenever  he  can 
by  any  possibility  avoid  doing  so  without  risk- 
ing his  professional  reputation,  to  say  nothing 
of  a  possible  heavy  pecuniary  loss  as  a  result  of 
an  action  for  negligence  or  of  misfeasance  pro- 
ceedings.   Yet,  apparently,  there  is  nothing 
improper  in  articles  of  association  doing  their 
best  to  intimidate  the  auditor  into  keeping 
silence  longer  than  he  would  otherwise  be 
disposed  to  do,  so  long  as  it  can  be  stated  that 
they  do  not  purport  to  actually  forbid  his 
speaking. 

It  comes  down  to  this,  of  course — that  so  far 
as  the  self-respecting  auditor  is  concerned  such 
clauses  must  be  regarded  as  absolutely  redun- 
dant. No  auditor  who  appreciates  his  respon- 
sibilities wsuld  think  of  going  out  of  his  way  to 
draw  the  attention  of  shareholders  to  Secret 


Reserves  legitimate  in  extent,  properly  created, 
and  regularly  dealt  with ;  and  no  specially 
ingenious  form  of  articles  is  necessary  to 
sanction  such  reserves,  or  to  secure  a  discreet 
reticence  on  the  part  of  the  auditor  with  regard 
thereto.  The  difficulty  would  arise  (if  it  arose 
at  all  in  practice)  in  connection  with  doubtful 
classes  of  companies.  If  the  Secret  Reserve 
were  to  be  utilised — as  there  is  an  undoubted 
danger  that  in  certain  cases  it  might  be 
utilised — as  a  cloak  for  malpractices,  if  the 
audit  is  to  serve  any  useful  purpose,  it  would 
be  necessary  for  the  auditor  to  sound  a  warning 
at  the  earliest  available  moment,  rather  than  to 
wait  until  matters  had  so  far  developed  as  to 
render  it  practically  impossible  for  undesirable 
steps  to  be  retraced.  Yet,  at  the  moment  when 
alone  any  really  useful  purpose  would  be  served 
by  the  auditor  speaking,  it  seems  not  unlikely 
that  he  might  not  be  possessed  of  sufficient 
evidence  to  satisfactorily  prove  to  others  those 
grounds  for  distrust  which  had  been  effectively 
operating  in  his  own  mind.  Every  practical 
man  knows  how  narrow  is  the  margin  between 
being  satisfied  and  being  dissatisfied  with  the 
result  of  an  audit,  and  upon  that  margin  there 
is,  even  with  the  most  experienced  (and  perhaps 
most  with  them),  a  natural  hesitation  to  adopt 
a  course  which  will  undoubtedly  be  unpopular, 
may  eventually  prove  to  have  been  unnecessary, 
and  is  certainly  not  absolutely  essential  for  his 
own  preservation  ;  in  that,  even  if  matters  are 
drifting  in  the  wrong  direction,  they  have 
certainly  not  yet  gone  so  faras  to  land  the  auditor 
in  any  legal  liability  if  he  keeps  silence.  The 
number  of  companies  whose  affairs  are  in  this 
precise  state  of  unstable  equilibrium  at  the 
moment  of  audit  will  naturally  never  be  large ; 
but — in  some  cases,  at  least — it  must  be  obvious 
that  articles  of  associa|jg^j,e^^<<£©0gl^ 
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their  way  to  discourage  an  auditor  from  taking 
the  shareholders  into  his  confidence,  even  in  a 
document  which  ought  never  to  become  public 
property,  in  the  nature  of  things  cannot  make 
for  efficiency.  Moreover,  it  is  unfair  to  the 
auditor  that,  in  addition  to  his  existing  and 
already  sufficiently  onerous  duties,  he  should 
have  the  further  responsibility  thrust  upon  him 
of  deciding  when  it  is  necessary  that  a  Secret 
Reserve  should  be  secret  no  longer,  and  when 
the  obvious  intention  of  the  articles,  that  it 
should  remain  "secret"  in  every  sense,  may 
be  respected  without  risk.  In  the  nature  of 
things,  no  Balance  Sheet  can  be  an  absolutely 
accurate  statement  of  the  portion  of  afiGaiirs, 
and  it  must  therefore  be  over-favourable  or 
over-cautious.  For  obvious  reasons,  in  the 
case  of  all  prudently  conducted  undertakings, 
the  over-cautious  basis  is  adopted,  and  there  is 
thus  in  connection  with  every  sound  company 
a  Secret  Reserve.  That,  however,  is  entirely 
different  from  a  Reserve  created  by  bodily 
taking  realised  profits  out  of  the  business, 
charging  the  moneys  so  spent  against  Revenue 
as  an  expense,  and  then  dealing  with  those 
moneys — either  investing  them,  speculating 
with  them,  giving  them  away,  or  what  not — 
in  such  manner  as  the  directors  may,  in  their 
sole  discretion,  think  fit.  If  the  amount  so 
withdrawn  from  time  to  time  were  duly  dis- 
closed, there  would  be  no  difficulty  about  the 
auditor's  position,  for  the  moneys  withdrawn 
might  be  actually  taken  away  from  the  legal 
ownership  of  the  company,  and  thus  simulta- 
neously withdrawn  from  the  auditor's  investi- 
gation. But,  for  obvious  reasons,  an  audit 
framed  upon  the  lines  of  only  partial  disclosure 
must  be  one  which,  under  the  most  favourable 
circumstances,  possesses  a  correspondingly 
limited  value,  which  is  in  danger  of  being  still 


further  depreciated  by  the  least  error  of  judg- 
ment, should  any  untoward  circumstances 
arise.  For  all  practical  purposes,  it  seems  to 
us  that  in  such  cases  it  would  be  simpler,  and 
safer,  to  dispense  with  an  audit  altogether,  for 
shareholders  would  then  know  how  they  stood, 
their  position  being  that  they  must  perforce 
rely  implicitly  upon  the  honesty,  judgment,  and 
prudence  of  the  directors,  who,  under  these 
circumstances,  do  not  give  them  any  full 
account  of  their  stewardship,  or  even  a  suffi- 
cient one  to  enable  their  actions  to  be  criticised 
or  judged. 


The  Fall  in  Consols. 


"THE  persistent  fall  in  the  market  price  of 
Consols  and  other  trustee  securities  raises 
several  questions  of  interest  to  our  readers, 
which  may  be  appropriately  considered  in  their 
various  bearings  before  their  proper  treatment 
compels  attention  at  the  close  of  the  current 
year. 

For  many  years  it  was  the  custom  of  banks 
and  other  first-class  undertakings  to  value 
Consols  for  the  purposes  of  their  accounts  at 
90,  even  although  perhaps  at  the  date  of  those 
accounts  Consols  stood  some  twenty  or  more 
points  higher.  For  all  intents  and  purposes 
the  practice  amounted  to  the  institution  of  a 
Secret  Reserve ;  but  the  wisdom  of  such  a 
reserve  has  been  abundantly  shown  by  the  fact 
that  it  has  since  been  found  necessary  to 
reduce  Consols  to  85.  And  the  necessity  of  a 
further  reduction  is  now  well  within  measurable 
distance — not  perhaps  because  there  is  any 
immediate  danger  of  Consols  going  below  85, 
but  because  the  public  has  become  so  accus- 
tomed to  Consols  J^gj,^5i@iQr^fg4(J^t  >t 
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looks  with  uneasiness  at  a  price  which  it  knows 
is  getting  dangerously  near  the  book-figure  at 
which  investments,  representing  in  the  aggre- 
gate many  hundreds  of  millions,  are  valued  for 
purposes  of  account. 

Investments  in  Consols  and  other  similar 
securities  may,  roughly  speaking,  be  said  to 
come  under  two  headings:  (i)  investments 
intended  to  accumulate,  and  not  to  be  realised 
untilsome  remote  future  period;  and  (2)  invest- 
ments intended  to  act  as  a  floating  reserve, 
or  stand-by,  so  that  in  case  of  need  a  liberal 
supply  of  cask  may  be  obtained  at  short  notice 
for  the  purposes  of  the  undertaking.  Invest- 
ments of  the  latter  description  mast  clearly, 
for  prudence  sake,  be  so  valued  that,  if  ever 
the  necessity  for  their  realisation  arises,  they 
may  then  be  sold  at  all  events  without  loss ; 
and  if  they  be  so  valued  that,  when  sold  under 
these  circumstances,  they  are  sold  at  a  small 
profit,  it  will  certainly  be  of  use  as  tending  to 
steady  matters  at  a  somewhat  critical  juncture. 
In  considering  the  proper  valuation  of  invest- 
ments representing  a  floating  reserve,  it  is 
important  to  bear  in  mind  that  in  the  nature 
of  things  the  time  when,  if  at  all,  it  will 
become  necessary  to  have  recourse  to  such  a 
reserve  may  be  expected  to  be  a  time  when 
prices  are  at  their  lowest — that  is  to  sa-y,  a 
time  of  financial  stringency  and  distress,  if  not 
of  actual  panic.  For  such  purposes  there  was 
never  anything  very  far  wrong  with  the  old- 
^hioned  valuation  of  Consols  at  90.  ;^io  may 
have  been  regarded  as  a  reserve  built  up  to 
provide  for  the  loss  expected  to  occur  when 
interest  was  reduced  from  2$  per  cent,  to 
H  per  cent.,  and  the  remaining  £10  or  £12  as 
a  reserve  to  cover  loss  likely  to  be  experienced 
if  ever  the  occasion  arose  requiring  them  to  be 
realised  at  all  at  short  notice.   The  necessity 


does  not  exist  to  provide  for  a  further  reduc- 
tion of  interest  at  the  present  time;  but  to 
secure  an  adequate  margin  of  safety,  so  that 
under  the  worst  imaginable  circumstances 
Consols  might  be  realised  at  a  day's  notice 
without  loss,  it  is  clear  that  a  valuation  of  ,^80 
at  the  present  time  would  be  more  in  keeping 
with  the  requirements  of  the  situation  than  a 
valuation  of  85,  or  even  87^,  as  is  employed  in 
some  quarters. 

With  regard  to  permanent  reserves,  the 
position  is,  however,  very  different.  By 
"permanent  reserves'"  we  refer  not  so  much 
to  undivided  profits  which  it  is  not  proposed 
to  distribute,  but  rather  to  moneys  that  are 
being  accumulated  for  utilisation  at  some 
far-distant  date — as,  for  instance,  the  reserves 
of  a  life  insurance  company  which  represent 
the  difference  between  the  annual  premium 
and  the  equated  premium  set  aside  and 
accumulated  at  compound  interest,  so  that 
in  the  later  years  of  the  policy,  when  the 
equated  premium  is  less  than  the  natural 
premium,  these  reserves  may  be  available  to 
meet  the  deficiency;  or,  again,  investments 
of  a  Sinking  Fund,  built  up  for  the  purpose  of 
replacing  an  asset,  or  redeeming  a  loan,  at 
a  distant  future  date.  In  these  cases,'  where 
the  investment  is  definitely  "  earmarked," 
and  is  practically  held  in  trust  for  a  specific 
purpose,  the  current  price  is  of  comparatively 
little  importance  so  long  as  there  is  every 
reasonable  ground  for  supposing  that  when 
the  time  comes  for  the  investment  to 
be  realised  it  will  fetch  its  book  value. 
There  is  certainly  no  reasonable  ground  for 
supposing  that  Consols  and  other  similar 
securities  will  permanently  remain  at  their 
present  low  prices,  and  it  is  therefore 
quite  unnecessary  for  acg^fli^^Ji^j^CiTOP^fe 
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reserves  to  be  written  down  to  current  values, 
or  for  annual  instalments  to  be  increased  in 
order  to  make  up  for  any  possible  deprecia- 
tion that  may  take  place  hereafter. 

Indeed,  the  position  is,  if  anything,  the 
other  way  about.  Regarded  from  the  point 
of  view  of  the  investor  who  can  afford  to  wait, 
there  can  be  little  doubt  that  the  present 
is  an  exceptionally  favourable  time  for  buying 
gilt-edged  securities,  and  that  therefore  there 
are  good  grounds  for  supposing  that  a  more 
or  less  substantial  profit  will  eventually  be 
made  upon  stocks  purchased  at  the  present 
low  figures.  There  is  thus  no  necessity  to 
increase  the  annual  instalments  which  have 
been  in  the  past  calculated  as  adequate,  on 
the  ground  of  the  present  fall  in  the  price  of 
Consob ;  indeed,  one  may  go  somewhat  further, 
and  say  that  the  present  times  are  distinctly 
favourable  to  those  who  have  to  accumulate 
investments  for  future  use.  Not  only  can 
first-class  securities  be  now  bought  at  a  price 
yielding  an  unusually  high  rate  of  interest  from 
year  to  year,  but  there  is  also  good  ground  for 
supposing  that  when  the  investments  are 
ultimately  realised  a  substantial  profit  will  be 
made  upon  those  stocks  which  have  been  pur- 
chased at  anything  like  the  present  low  prices. 
If  this  view  were  carried  to  its  logical  con- 
clusion, it  would  follow  that  the  Sinking  Fund 
calculations  might  be  reduced  accordingly,  and 
the  annual  instalments  decreased,  so  long  as 
the  present  unfavourable  conditions  obtained  ; 
but  the  wisdom  of  adopting  such  a  course  is,  of 
course,  an  altogether  different  matter.  Sinking 
Fund  instalments  have  necessarily  to  be  calcu- 
lated upon  the  assumption  that  a  given  rate 
of  interest  will  upon  the  average  be  secured,  and 
that  upon  realisation  of  the  investments  the}- 
will  upon  the  average  yield  the  original  cost 


price.  No  calculation  based  upon  an  average 
experience  can  be  safely,  or  indeed  properly, 
revised  from  time  to  time  merely  because  the 
circumstances  of  the  moment  appear  to  be 
favourable.  The  existing  favourable  conditions 
in  the  nature  of  things  cannot  be  expected  to 
continue,  and  thus  the  revised  scale  of  calcu- 
lations could  not  be  permanently  adhered  to. 
Moreover,  it  is  only  reasonable  to  suppose  that 
the  present  period  of  depreciation  will  be 
followed  sooner  or  later  by  one  of  expansion, 
when  prices  will  rule  at  a  higher  rate  than 
those  which  formed  the  basis  for  the  Sinking 
Fund  calculations.  A  calculation  which  is 
based  upon  the  expectation  of  an  average  result 
being  achieved  must  be  strictly  and  honestly 
adhered  to  throughout,  for  the  effect  of  any 
temporary  modification  must  be  to  require 
a  corresponding  modification  in  the  other 
direction  to  be  made  later  on,  and  thus  the 
primary  object  sought  to  be  attained  by  the 
calculations — namely,  the  provision  at  a  definite 
future  date  of  a  specified  sum  by  means  of 
equal  annual  instalments  set  aside  and 
accumulated  at  compound  interest — is  deliber- 
ately foregone.  Our  object  in  drawing  attention 
to  the  fact  that  the  present  low  prices  are 
favourable  to  Sinking  Funds  is  not  with 
a  view  to  suggesting  that  the  calculations 
of  annual  instalments  may  accordingly 
be  revised  upon  the  reduced  basis,  but 
i  rather  as  pointing  out  that  this  circum- 
'  stance  compensates  in  no  small  degree  for 
any  temporary  shrinkage  in  value  that  may 
have  been  experienced  during  the  past  few 
j  months.  In  so  far  as  investments  are  held 
as  a  stand-by  in  case  of  sudden  need,  their 
current  realisable  value  must,  of  course,  be 
taken  into  consideration,  if  the  true  fiEu:ts  of 
the  position  are  tg,g|^J^^(j^^g^aiient 
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investments  stand  rather  upon  the  same 
footin£^  as  fixed  assets,  the  current  realisable 
value  of  which  is,  strictly  speaking,  immaterial 
for  the  purposes  of  periodical  accounts. 


income  XCax  on  Zitbc  'Renti-CbaToe. 


Tithe  rent-chaxges  exist  almost  everywhere  in 
England  and  Wales.  They  were  originated  by  agree- 
ments or  awards  made  under  the  Tithe  Commutation 
Act,  1836.  They  vary  with  the  price  of  com,  accord- 
ing to  a  scale  fixed  by  Section  9  of  the  Corn  Returns 
Act,  i88a;  and  it  is  the  duty  of  the  Board  of  Agri- 
culture to  work  out  the  result  of  this  scale  at  the  end 
of  every  year,  and  to  publish  it  in  the  London  Gazette 
as  soon  as  posdUe  In  the  next  year  (Section  10  of  Act 
of  1882).  In  general  a  tithe  rent-charge  is  payable  by 
two  oqoal  half-yearly  payments  on  the  ist  of  January 
and  the  ist  of  July  in  each  year ;  but  in  some  cases 
they  have  been  made  payable  on  the  ist  of  April  and 
the  ist  of  October  (Section  67  of  the  Act  of  1836). 
L'ntil  the  commencement  oi  the  Tithe  Act,  1891,  tithe 
rent-chafes  were  payable  by  the  occupiers  of  land  and 
ni^  by  the  owners,  and  the  mode  of  collecting  income- 
tax,  alias  landlord's  pn^erty  tax,  was  fixed  on  that 
assumption.  It  happened  accordingly  that  the  occupier 
paid  landlord's  property  tax  on  the  amount  of  bis  rent 
and  deducted  from  his  rent  the  amount  so  paid,  and 
paid  the  balance  of  his  rent  to  his  landlord ;  and  he 
paid  the  tithe  rent-cha^  to  the  tithe-owner  without 
any  deduction,  and  the  tithe-owner  was  separately 
assessed  for  inc<»ne-tax,  and  paid  income-tax  on  the 
amount  which  he  received  from  tithes,  and  on  his  other 
income  also. 

The  Tithe  Act,  1891,  supervened  on  this  set  of 
drcuxnstances,  and  transferred  the  liability  to  pay 
tithe  rent-chaz^e  from  the  occapier  to  the  owner.  It 
enacted  that  in  future  any  agreement  by  an  occupier 
to  pay  it  diould  be  void,  just  as  an  agreement  by  an 
occuiner  to  bear  hb  landlord's  property  tax  is  void ; 
and  it  even  went  so  far  as  to  say  that  in  the  case  of 
existing  leases  containing  a  covenant  by  the  lessee  to 
pay  the  tithe  tent-chai^e  the  covenant  should  be  void 
and  the  landlord  should  pay  it,  but  should  be  entitled 
to  recover  from  the  lessee  the  amount  so  paid  by  way 
of  additiooal  rent 

We  fancy  that,  as  a  matter  of  fact,  the  last-men- 
tiooed  pKOviskm  has  not  been  acted  upon  in  prac- 


tice. The  collectors  of  tithe  rent-charges  had  a 
machinery  in  operation  whereby  they  collected  the 
requisite  sums  from  occupiers,  and  where  old  leases 
existed  they  found  it  most  convenient  for  all  parties 
to  continue  to  apply  to  the  occupiers  and  obtain 
the  money  from  them,  rather  than  to  apply  to  the 
owners,  and  leave  the  owners  to  recover  the  amounts 
Over  from  the  lessees.  But  more  than  fifteen  years 
have  now  passed  since  the  commencement  of  the  Tithe 
Act,  xSgi,  and  old  leases  have  been  constantly  running 
out  and  new  leases  have  been  granted,  under  which  the 
occupier  is  necessarily  exempt  from  the  payment  of 
tithe  rent-chai^,  and  the  burden  of  it  falls  on  the  land- 
lord (Lord  Ludlow  v.  Pike,  1904,  i  K.B.  531).  Under 
such  leases  it  naturally  happens  that  the  lessee  pays  a 
rather  higher  rent  tlian  he  would  have  to  pay  if  the 
burden  of  the  tithe  rent-chaige  fell  upon  him.  And 
now,  if  the  occupier  is  assessed  for  taxes  at  his  full  rent 
and  pays  landlord's  property  tax  thereon  and  deducts 
it  from  his  rent,  the  landlord  sufiers  the  loss  of 
property  tax  upon  the  whole ;  and  he  also  has  to  pay 
tithe  rent -charge,  so  that  the  income  derived  by  him 
from  bis  property  is  full  rent  minus  tithe  rent-chai^e, 
and  minus  also  income-tax  on  the  full  rent.  It  Is 
pretty  clear  that  this  result  is  unfair.  The  landlord 
ought  only  to  pay  income-tax  on  the  net  rent — that  is 
to  say,  on  the  rent  mkius  the  tithe  rent-cba^ ;  and,  if 
the  rent  reaches  him  minus  income-tax  on  the  frill 
amount,  he  ought  to  be  allowed  to  deduct  income-tax 
from  the  tithe  rent-charge  which  he  pays,  just  as  every 
mortgagor  is  entitled  to  deduct  income-tax  from  the 
interest  which  he  pays  to  the  mortgagee.  It  is  ar^- 
able  that  permission  to  make  such  a  deduction  is  given 
by  Section  103  of  the  Income-tax  Act,  1843  (5  &  6  Vict. 
c>  35)1  which  may  be  found  set  out  on  p.  7  of 
The  Accountant  Law  Reports,  in  the  report  of  the 
recent  case  of  Shrewsbury  v.  Shrewsbury  (aa  Times 
L.R.  598),  and  it  would  doubtless  follow  from  this 
process  that  the  tithe  owner  would  not  be  liable  to 
be  assessed  to  income-tax  on  the  sums  paid  to  him 
from  which  income-tax  has  been  deducted  by  the  party 
paying  the  same,  since  that  portion  of  his  income 
would  have  paid  the  tax  before  it  reached  him,  and  he 
ought  not  to  be  called  upon  to  pay  it  over  t^ain.  This 
method  of  working  justice  would,  however,  fall  heavily 
on  the  tithe  owner,  who  would  be  troubled  to  discrimi- 
nate between  the  payments  made  to  him  which  came 
minus  income-tax,  and  those  which  came  without  any 
such  deduction.  Moreover  the  law  of  assessment, 
which  was  framed  before  the  passuu^f  the  lithe 
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Act,  i8gi,  appears  to  direct  the  assessable  value  of  all 
property  to  be  made  on  the  usnmption  that  the 
oecopier  pajrs  the  tithe  reot-charge,  as  was  the  case  at 
the  time  of  the  passiog  of  the  Assessment  Acts.  The  Acts 
which  at  present  regulate  the  assessment  of  property 
are  the  Valuation  (Metropolis)  Act,  1869  (32  &  33  Vict, 
c.  67),  Id  the  case  of  London,  and  the  Parochial  Assess- 
ments Act,  1836  (6  &  7  Will.  4,  c.  96),  in  the  case  of  the 
rest  of  England  and  Wales.  The  material  words  will 
be  found  in  the  definition  of  "  gross  value  "  given  by 
Section  4  of  the  London  Act,  and  in  the  first  section  of 
the  General  Act.  In  each  case  an  estimate  is  directed 
to  be  made  of  the  rent  which  the  property  would  com- 
mand on  the  terms  that  the  tenant  paid  rates,  taxes, 
and  tithe  rent-charge,  and  the  landlord  insured  and 
r^Mired ;  this  gives  gross  annual  valoe,  and  the  net 
or  rateable  value  is  arrived  at  by  deducting  the 
estimated  cost  of  repairs  and  insurance.  A  certain 
scale  of  deductions  is  given  in  the  London  Act,  and  this 
scale  appears  to  be  frequently  adopted  out  of  London 
also,  although  not  compulsory  there.  In  this  state  of 
the  law  it  is  clearly  desirable  for  landlords  to  notify  to 
th^  tenants  the  amount  of  the  tithe  rent-charge  pay- 
able by  the  landlord  hi  respect  of  their  holdings,  and  to 
direct  them  to  deduct  it  from  their  rent  in  their  returns 
for  the  purposes  of  valuation.  They  are  paying  such 
rent  as  a  tenant  would  pay  who  does  not  pay  tithe  rent- 
ehaif  e,  but  they  are  only  liable  to  be  assessed  on  the 
rent  which  a  tenant  would  pay  who  was  burdened  with 
the  liability  to  pay  It.  The  rent,  minus  the  tithe  rent- 
charge,  is  therefore  the  proper  sum  to  be  taken  into 
account  as  the  basis  of  valuation.  Any  landlords  not 
already  aware  of  this  fact  would  do  well  to  awake  to  it 
now.  We  may  mention  that  we  have  recently  discussed 
this  question  with  the  officials  at  Somerset  House,  and 
we  find  that  they  take  the  view  that  the  method  last 
indicated  is  the  proper  course  to  adopt. 

A.  D.  Tyssen,  Barrister- at -Law. 


mieeltls  notes. 


Th«  Vaina  of  Falling  an  appeal,  two  recent  decisions 
Li«iiu«dH»iiMi.  of  Mr.  JusUce  Kennedy  in  the  Court 
of  King's  Bench  are  likely  to  prove  very  far-reaching 
in  their  effect.  Stripped  of  all  elaboration  and  sub- 
sidiary particulars,  the  point,  briefly,  was  whether,  on 
the  refusal  of  the  justices  to  renew  a  license,  the 
proflta  on  sales  should  be  taken  into  account  in  calcu- 
latiog  the  amount  of  compensation  payable  from  the 


special  fond  created  by  the  Licensing  Act,  1904.  lo 
holding  that  such  profits  are  an  dement  to  be  taken 
into  consideration  when  awarding  compensation  the 
Judge  evidently  had  in  mind  the  fact  that  the  duty 
imposed  by  the  Act  is  that  of  finding  the  value  of  the 
licensed  premises  Id  the  open  market ;  for,  as  he  is 
reported  to  have  said,  it  cannot  be  right  for  the 
tribunal  or  authority  which  has  to  decide  on  the 
market  value  of  licensed  pretnises  to  refuse  to  admit 
evidence  of  profit  which  the  possible  purchaser  would 
certainly  treat  as  a  most  material  factor  in  the  forma- 
tion of  a  right  judgment  as  to  the  value  of  licensed 
premises.  This  view  appears  to  be  the  only  reasonable 
one  that  is  possible,  having  due  regard  to  all  the 
circumstances  of  the  case ;  and,  if  the  decision  Is  main- 
tained, bare  justice  will  only  have  been  done  to  a  much 
buffeted  trade.  Professional  accountants  should  also 
find  herein  a  new  avenue  of  business,  or,  at  any  rate, 
an  extensfou  of  an  old  avenue  in  a  new  direction. 


1  ht  Mr.  G.  E.  Barnes,  the  Comptroller  of 
■•wiaMa<«A."  the  Companies  Department,  in  his 
annual  report  makes  it  clear  that  the  Board  of  Trade 
intend  to  exercise  the  authority  they  already  possess 
to  revise  Table  A,"  and  it  is  proposed  to  adopt  at 
once  the  new  table  drafted  by  Mr.  R.  J.  Parker  and 
Mr.  A.  C.  Clauscm,  and  to  make  it  the  model  set  of 
articles  of  association.  This  table  la  printed  as  a 
schedule  to  the  report  of  the  Committee  on  Company 
Law  Amendment,  and  will  doubtless  at  once  command 
an  increased  attention  in  view  of  the  numeroaa  and 
radical  changes  involved. 


Saw  inannuiM  "Hie  recent  seismic  dlstarbances  in 
BiBks.  South  Wales  have  put  the  paragrapher 
on  his  mettle,  and  we  learn  that  insurance  against 
earthquakes  can  be  provided  for  in  the  United  Kingdom 
at  from  sixpence  to  one  shilling  per  cent.,  whereas  the 
rate  in  New  Zealand  appears  to  be  seven  shillings  and 
sixpence  per  cent.  It  is  said  that  a  novel  form  of 
insurance  was  recently  effected  by  a  well-known  broker 
for  a  Leicester  firm  of  manufacturing  chemists,  which 
had  engaged  an  expert  to  carry  out  some  important 
experiments.  The  cost  of  putting  down  the  necessary 
plant  and  machinery  was  very  great,  and  as  the  outlay 
would  tie  wasted  in  the  event  of  the  experiments  not 
being  carried  through,  the  firm  insured  against  the 
possibility  of  the  expert  being  taken  ill  and  being 
p«v.nt«l  from  fulfiUtog  hi.  «^^Qg(g 
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Tht  iBsdtBU  It  is  reported  that  the  King  has  granted 
«f  irtTMiiii.  Royal  Charter  of  Incorporation  to 
the  above  body,  which  was  foanded  some  three  years 
ago  with  the  object  of  raising  the  status  and  qualifica- 
tiMis  of  directors,  and  remedying  abuses  from  which 
tbe  investing  public  sofiered. 


•tatatorr     In  an  appeal  Irom  a  decision  of  the 

Commissioners  of  Inland  Revenue 
■tamtict.  brought  by  the  Reversionary  Interest 
Society,  Lim.,  before  Mr.  Justice  Walton  in  the  King's 
Bench  Division  recently,  an  interesting  point  was 
mentioned.  The  case  briefly  was  whether,  where  more 
than  one  person  joined  in  making  a  statutory  declara- 
Uoo,  tbe  declaration  was  liable  to  more  than  one 
^amp.  For  tbe  appellants  It  was  argaed  that  it  was 
the  number  of  transactions  and  not  the  number  of 
persons  that  governed  the  number  of  stamps  to  be 
used.  In  the  case  under  review  a  man  having  made  a 
declaration  that  his  iirst  wife  died  leaving  bim  a  son, 
was  joined  by  his  second  wife  in  the  remainder  of  the 
declaration  as  to  tbe  number  of  the  family  by  the 
second  marriage.  The  Commissioners  held  that  two 
stamps  were  required,  and  on  their  behalf  the  Solicitor- 
General  maintained  that  the  declaration  of  the 
husband  respecting  his  6rst  marriage  and  the  joint 
declaration  of  husband  and  wife  respecting  the  second 
and  tbe  issue  therefrom  were  distinct  matters,  and 
should  each  be  stamped.  It  was  held,  however,  that 
it  was  one  transaction,  and  ju^ment  was  therefore 
given  for  tbe  appellant,  with  costs. 


The  special  supplement  to  The  Financial 
News  issued  in  connection  with  the  visit 
of  the  members  of  the  American  Institute  of  Engineers 
contains  much  information  of  a  very  interesting 
character,  being  replete  with  portraits  and  sketches  of 
notable  en^eers  on  both  sides  of  the  Atlantic.  We 
should,  however,  have  been  glad  if  our  contemporary 
could  have  introduced  a  few  of  the  opinions  of  our 
American  courins  on  the  question  of  costing  in 
ea^oeers*  shops.  Perhaps  this  may  yet  be  done 
beCon  the  visit  terminates. 


The  Municipal  Journal  states  that  the 
report    of    the  Inter-departmental 
Coaunittee  cm  Municipal  Accounts  will  shortly  be 


issued,  and  our  contemporary  has  **  reasons  for  belief 
"  that  the  Committee  will  report  in  favour  of  tbe  appli- 
"  cation  of  a  Local  Government  Board  audit  by  com- 
"  petent  and  experienced  auditors  to  all  municipal 
"  accounts."  It  is  also  remarked  that  municipal  cor- 
porations cannot  permit  departmental  anditcnrs,  how- 
ever competent,  to  dictate  financial  policy,  and  in  that 
way  exercise  an  undesirable  control  over  their  enter- 
prises. On  the  whole,  therefore,  we  gather  that  our 
contemporary  welcomes  the  probable  appointment 
of  auditors  who  are  at  least  competent,  and  much  is 
evidently  hoped  In  the  way  of  the  silencing  of 
anti-municipal  critics.  Having  a  prospect  in  view  of 
setting  the  municipal  houses  in  order,  our  contem- 
porary  would  demand  an  audit  of  the  accounts  of  **  all 
"  electric  lighting,  tramway,  and  other  company 
"accounts  on  behalf  of  the  public."  There  are  many 
points  here  which  seem  to  warrant  a  word  or  two  by 
way  of  comment.  In  the  first  place,  if  tbe  Local 
Government  Board  intend  perfecting  their  audit  staff 
by  the  appointment  of  experienced  and  competent 
auditors,  they  vrill  remove  the  stigma  under  which 
the  department  has  long  suffered.  In  the  second 
place,  we  have  not  seen  any  inclination  to  dictate 
financial  policy  in  tbe  past,  and  we  do  not  know  what 
reason  our  contemporary  has  for  expecting  it  in 
the  future.  The  difficulty,  perhaps,  is  that  what  The 
Municipal  Journal  would  call  "financial  policy  "  a  pro- 
fessional auditor  would  designate  by  another  name 
altogether,  and  one  which  might  be  quite  within  his 
province.  We  agree  that  if  a  proper  system  of  audit 
be  applied  to  municipalities,  much  of  the  sting  will  be 
ultimately  removed  from  their  critics'  statements ;  but 
we  do  not  altogether  fall  into  line  with  our  contem- 
porary's suggestion  that  "all  company  accounts  should 
be  audited  on  behalf  of  the  public."  At  present,  all 
company  accounts  an  audited  on  behalf  of  their 
particular  public — namely,  the  shareholders ;  and  with 
regard  to  certain  concerns,  in  the  nature  of  a  public 
service,  there  already  exists  an  independent  check  on 
behalf  of  the  public  applied  by  the  Board  of  Trade, 
but  what  the  general  public  have  to  do  with  the 
accounts  of  limited  companies.  In  which  they  are  not 
shareholders,  is  not  at  present  apparent  to  us.  It 
appears  that  our  contemporary  is  running  a  little  too 
far,  for  all  this  is  based  upon  the  assumption  that 
certain  events  will  happen,  whereas,  from  our 
experience  of  the  Local  Government  Hoard,  events 


have  a  nasty  habit  of  not  happening  exftcUv  inL^  ..^ 
that  everybody  expected.  Digitized  by  V^OO 
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CMDpMkr  Ad  interesting  point  came  before  Mr. 
wlndlBi-np.  Justice  Buckley  in  the  case  of  In  « 
Jaeluon&Bassfordt  Lim.  Thecompacy wasaprivatetme, 
and  as  usual  the  largest  shareholder  was  the  prominent 
diTMtoT,  the  predominant  person  in  the  company.  He 
had  guaranteed  an  overdraft,  and  at  a  subsequent  board 
meeting  it  was  agreed  that  in  consideration  of  this 
guarantee  the  company  would,  whenever  called  upon 
by  him  to  do  so,  give  him  a  debenture  by  way  of  cover- 
ing security.  This  debenture  was  not  called  for  until 
about  a  fortn^ht  before  a  resolution  was  passed  for  a 
voluntary  winding-up.  On  the  application  of  the 
liquidator,  Mr.  Justice  Buckley  set  aside  the  debenture 
as  a  fraudulent  preference,  since  it  had  not  been  given 
until  the  period  prescribed  for  iraudulent  preference 
had  elapsed,  namely,  three  months  immediately  preced- 
ing the  commencement  of  the  winding-up.  It  seems, 
therefore,  that  Section  14  of  the  Companies  Act,  1900, 
is  not  quite  the  dead  letter  that  was  imagined. 


It  is  of  Interest  to  note  that,  in  spite 
BaaUBtf  Pnflts.  prices  of  Stock  Exchange 

securities  and  the  period  of  financial  tension  through 
which  we  have  been  passing,  banking  dividends  for  the 
past  half-year  show  no  falling-ofF  as  compared  with 
either  1905  or  1904.  In  the  case  of  Williams  Deacon 
&  Co.  there  is  even  an  increase,  the  rate  of  dividend 
for  Z906  being  15%,  as  against  12}%  in  each  of  the 
previous  four  years.  In  the  case  of  all  the  other 
leading  banks  the  distribution  is  at  the  same  rate  as  in 
the  two  previous  years,  ranging  from  30%  for  the 
London  and  Countyt  19%  for  Parr's,  and  18%  for  the 
London  and  Provincial  and  London  City  and  Midland, 
down  to  8%  for  Martin's  Bank.  Only  three  banks 
show  a  faUing-off  in  disclosed  profits,  and  In  each  case 
the  amount  is  comparatively  trifling,  being  £7,iS9  in 
the  case  of  the  London  and  Westminster,  j^i,203  the 
National  Discount,  and  £g6  for  the  National.  On  the 
other  band,  Barclay  &  Co.  show  an  increase  of  £52,992, 
the  Union  of  London  and  Smith's  an  increase  of 
;^4g,33i,  the  Capital  and  Counties  an  increase  of 
£3^t^Z9t  the  London  City  and  Midland  an  Increase 
of  Jf35^■ 


_.  _  .  _  The  Sixteenth  Annual  Conference  of 
District  C«b&gUi'  the  Urban  District  Councils'  Associa- 

iMMocMXw,  tion  ^as  held  at  Penrith  on  the  19th, 
20th,  and  2i8t  ult.,  under  the  presidency  first  of 
Mr.  Henry  Winter,  J. P.  (Chairman  of  the  Penrith 


Urban  District  Council),  and  subsequently  of  Sir 
Thomas  Roe,  M.P.  (of  the  Derby  Town  Council),  who 
was  elected  President  for  the  ensuing  year.  Among 
the  resolutions  passed  was  one  expressing  the  opinion 
of  the  Conference  that  the  present  system  of  local 
government  audit  is  unsatisfactory  and  requires  amend- 
ment, recording  approval  of  the  rscommendations 
contained  in  the  report  of  the  Joint  Select  Committee 
on  Municipal  Trading  relating  to  public  accounts  and 
their  audit,  and  expressing  the  hope  that  Parliament 
and  the  Local  Government  Board  will  take  such  steps 
as  will  give  effect  to  those  recommendations.  Inasmuch 
as  the  question  of  audit  was  somewhat  pointedly 
omitted  firom  the  reference  to  the  Departmental  Com* 
mittee  appointed  some  six  months  since  by  the 
President  of  the  Local  Government  Board,  the  chances 
of  this  recommeodation  being  acted  upon  in  the  near 
future  do  not  appear  to  be  conspicuously  brighter  than 
at  the  time  when  the  Parliamentary  Committee  of 
1903  reported. 


BoettUh  A  correspondent,  who  desires  to  remain 
BwtwrtMte  anoajnaous,  has  inquired  whether  we 
tn  LsaAn.  have  heard  that  the  Scottish  Chartered 
Accountants  in  London,  to  the  number  of  about  one 
hundred,  have  applied  for  admission  to  the  member- 
ship of  the  London  Chamber  of  Commerce.  This 
step,  if  carried  out,  would,  he  thinks,  be  fraught  with 
grave  consequences  to  the  membership  of  the  Institute, 
and  compel  the  Council  to  recognise  Scottish  Char- 
tered Accountants  as  on  an  equality  In  England  with 
members  of  the  English  Institute.  He  further  draws 
attention  to  the  fact  that  the  Scottish  Final  Examina- 
tion is  considerably  less  exacting  than  the  English* 
does  not  cover  aO  the  subjects  dealt  with  at  the  latter 
examination,  and  is  a  far  less  severe  test.  In  that  it  can 
be  taken  by  instalments.  We  do  not,  of  course,  wish 
to  appear  too  alarmist,  but  it  occurs  to  us  that  it 
would  be  well  for  our  readers  to  inquire  what 
foundation  there  may  be  for  the  rumour  that  has 
reached  our  corre^ondent ;  as,  should  it  prove  well 
founded,  with  the  comparatively  easy  conditions  for 
admission  to  the  Scottish  Chartered  bodies  and  the 
absence  of  a  limit  to  the  number  of  articled  clerks 
allowed  to  each  Scottish  C.A.,  there  would  appear 
to  be  a  somewhat  serious  risk  that  the  encroachments 
which  have  been  steadily  going  on  for  some  little 
time  past,  and  which  have  already.aroused  jconsider- 
able  uneasiness,  maytji^tifelQ^XDi^^mii^ced  in 
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the  near  fature.  The  complete  silence  with  which 
oar  previous  comments  upon  the  matter  have  been 
received  across  the  border  certainly  lends  colour  to 
the  idea  that  there  may  be  an  organised  policy  afoot, 
which  it  would  be  dearable  to  consider  and  appro- 
priately deal  with  beiore  it  is  too  late. 


^r^^amM      ^°  connection  with  the  proposition 
Tm— ■  Tu<     made  by  one  witness  before  the  Income- 
tax  Committee  now  collecting  evidence,  that  there 
should  be  a  normal  tax  of  2S.,  and  that  persons  with 
incomes  of  less  than  say  five  thousand  pounds  a  year 
should,  upon  payment  of  tax  at  this  rate,  be  entitled 
to  apply  for  an  abatement  upon  a  graduated  scale, 
Sir  Felix  Schuster  has  pointed  out  in  evidence  before 
the  Committee  that  during  the  first  three  months  of 
every  year  there  is  connderable  stringency  in  the 
money  market  owing  to  the  collection  of  taxes,  which 
would  in  the  nature  of  things  be  greatly  increued  if  the 
normal  tax  were  raised  from  is.  to  2S.  in  the  £,  thus 
locking  up  double  the  present  yield  of  the  income-tax 
for  many  months  until  the  varioas  claims  for  abate- 
ment coold  be  adjndlcated  npon  and  dealt  with.  It 
seems  to  us  that  the  only  practicable  means  of  applying 
a  diffierentiated  income-tax  would  be  to  distinguish 
qmte  roughly  between  eam^  and  spontaneous  incomes, 
applying  a  higher  rate  of  tax  to  incomes  coming  under 
Schedules  A  and  C,  and  instituting  as  a  sur-tax  a 
special  dividend  tax  upon  all  distributions  by  way  of 
dividend,  boniiB,  or  annual  interest  paid  by  companies 
incorporated  with  limited  liability.   Such  a  distinction 
would  not,  of  course,  be  exhaustive,  and  it  would  be 
theoretically  imperfect ;  but  it  would  at  least  have  the 
merit  of  being  readily  collected  without  inconvenience, 
and  without  requiring  the  majority  of  taxpayers  to  first 
of  all  pay  much  more  than  was  due  from  them,  leaving 
them  to  afterwards  recover  the  exc^  as  best  they 
could  some  dx  months  or  so  subsequently. 


^gggfgmmta  tn  One  of  the  elective  auditors  of  the 
BaUmt  VnpsMs.  Ealing  Town  ConncU  has  been  doing 
good  work  by  drawing  attention  to  the  principle — or 
rather  want  of  principle — upon  which  buildings  within 
the  Cooocil's  area  are  assessed  for  purposes  of  rates, 
and  if  his  contentious  are  justified  by  the  facts,  it 
would  appear  that,  whereas  business  premises  and  the 
more  modem  class  of  villas  are  assessed  at  their  full 
rateable  value,  the  older  private  residences  are 
asBfgif*^  at  a  figure  which  entirely  ignores  the  con- 


siderable  appreciation  of  property  that  has  taken 
place  of  recent  years.  If  that  be  so,  it  is  clear  that  the 
burden  of  rates  in  the  Ealing  district  is  not  equitably 
borne,  and  thai  the  occupiers  of  the  older  class  ot 
residential  property  are  not  contributing  their  fair 
share  towards  the  aggregate  expenditure.  An  attempt 
has  been  made  to  obscure  the  issue  by  pointing  oat 
that,  if  the  assessments  on  this  class  of  property  were 
to  be  increased,  the  principal  effect  would  be  that 
Ealing,  which  already  pays  an  unduly  large  proportion 
of  anion  and  county  expenditure,  would  have  to  pay 
an  even  larger  proportion.  We  are,  of  course,  aware 
that  many  local  authorities  systematically  undervalue 
their  respective  areas,  with  a  view  to  avoiding  payment 
of  their  &ir  share  towards  union  and  county  expenses 
— a  procedure  which  it  would  certainly  be  difficult  to 
justify  upon  moral  grounds,  but  which  certainly 
suggests  that  some  outside  authority  ought  in  all  cases 
to  be  responsible  for  the  rating.  It  is  clear,  however, 
that  such  an  entirely  irrelevant — albeit  important — 
issue  would  not  have  been  raised  at  the  present  time 
if  it  were  practicaUe  to  deny  that  a  condderable 
number  of  houses  in  Ealing  are  under-assessed,  for  it  is 
only  upon  the  assumption  that  a  revised  assessment 
would  be  an  increased  assessment  that  there  could  be 
any  possible  point  in  this  argument.  That  the  matter 
is  one  of  considerable  importance,  and  well  worthy  of 
careful  consideration,  may  be  gathered  from  the  fact 
that  in  the  auditor's  opinion  the  aggregate  assessment 
is  too  little  by  some  ^'20,000,  representing  a  defidency 
in  rates  of  some  ;^6,ooo,  the  bulk  of  which  has,  of 
course,  to  be  borne  by  those  paying  rates  npon  property 
which  is  assessed  at  its  full  rateable  value.  Until,  bow- 
ever,  the  law  provides  that  assessments  shall  be  made 
by  some  authority  entirely  £ree  from  local  influences, 
it  is  only  to  be  expected  that  such  anomalies  should 
continue. 


Current  Xaw. 


CouPANY  Law. 

In  re  Hermann  Bros,,  Lint.  C.A. 
Held,  reversing  decision  of  Joyce,  J.  {Accountant  Law 
Reports,  XXXIV.,  p.  87),  that  the  effect  of  failure  to 
register  debentures  within  the  prescribed  time  cannot 
be  to  raise  the  claims  of  unsecured  creditors,  whose 
debts  have  accrued  between  the  issue  and  registration 
of  such  debentures,  to  a  level  with  debenture-holders. 
— (rim«,  July  37.)  Digitized  by  LjOOglC 
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Income  Tax. 
De  Beers  Consolidated  Mines,  Lim.  v.  Horn, 
Surveyor  of  Taxes,  H.L. 
Decision   of  Court    of    Appeal   (Accountant  Law 
Reports,  XXXIIL,  p.  7),  upheld.   A  foreign  company, 
substantially    controlled    from    this    country,  is 
"resident"  in  the  United  Kingdom  for  income-tax 
purposes. — {Times,  July  31.) 


Correspondence  an&  jenautries. 


All  communications  to  the  Editor  should  be 
by  letter  only. 


[Wt  «r<  at  ail  times  ready  t»  insert  correspondetut  m 
matters  »f  interest  to  tke  Profession^  but  we  do  mot  of  eonrit 
Mold  ourselves  in  any  way  responsible  for  tkt  opiniom 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latat  iy  Wednesday 
afternoon ;  and  must  in  all  cases  be  aecompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
puUieation,  but  as  a  guarantee  of  good  faith.} 

Municipal  Audit. 
(To  the  Editor  of  The  Accountant,} 

Sir,— I  enclose  you  cutting  from  the  Manchester 
Guardian  of  to-day.  No  one  knows,  or  ought  yet  to 
know,  what  the  report  of  the  Departmental  Com- 
mittee 00  Municipal  Accounts  will  be.  The  question 
of  audit  was  not  referred  to  them,  and  is  distmctly 
outside  any  proper  inquiry  that  they  are  authorised 
to  make.  The  entire  purview  of  their  inquiry  is 
limited  to  what  some  of  us  have  been  recommending 
for  twenty  years  past— namely,  the  uniformity  of 
municipal  accounts  as  to  depreciation  of  trading 
undertakings,  and  the  establishment  of  proper  Income 
and  Expenditure  Accounts  by  corporations  in  opposi- 
tion to  the  "pea-nut  vendor's  af»:ounts,"  as  they  call 
them  in  America,  of  receipts  and  payments. 

I  take  it  that  the  writer  of  the  article  thinks,  from 
recent  publications,  that  this  Local  Government  Board 
Committee  will  deal  with  the  question  of  audit.  But 
we  have  been  distinctly  told  by  the  authorities  of  the 
Local  Government  Board  that  this  Committee  deals 
simply  with  the  form  of  the  accounts,  and  as  they 
cannot  very  well  recommend  any  system  worse  than 
the  present  Local  Government  Board  Urban  Council 
system,  many  of  us  look  forward,  with  pleasant 


anticipations,  to  what  the  report  may  bring  out, 
although  we  have  no  very  sanguine  hope  that  it  will 
be  all  we  desire,  owing  to  the  overweighting  of  the 
Committee  with  Local  Government  Board  of&cials 
and  Local  Government  Board  ideas. 

Many  corporations  will  still  prefer  most  of  the 
recommendations  as  to  audit  of  the  Joint  Select  Com- 
mittee on  Municipal  Trading  rather  than  be  bound  to 
the  chariot  wheels  of  the  hitherto  inefficient  Local 
Government  Board  audit. 

I  enclose  my  card. 

Yours  truly, 
A  County  Borough  Treasures. 

2o2/t  July  1906. 

MUNICIPAL  AUDIT. 

The  Keport  of  the  Special  Comuittee. 


{From  a  Correspondent.) 

I  understand  that  the  Report  of  the  Departmental 
Committee  on  Municipal  Accounts,  shortly  to  be  issued, 
will  pave  the  way  for  the  general  application  of  the  Local 
Government  Board  audit  and  the  standardisation  of 
municipal  Balance  Sheets  so  far  as  it  is  possible  to  efiecl 
that  very  desirable  reform  under  the  present  circum* 
stances.  The  Committee,  which  was  appointed  by  Mr. 
John  Bums  at  the  beginning  of  this  year,  consists  of  eight 
members.  The  Chairman  is  Mr.  Walter  Runciman,  M.P., 
Parliamentary  Secretary  of  the  Local  Government  Board, 
and  the  members  include  representatives  of  county 
councils,  municipal  corporations,  urban  district  councils, 
and  the  professional  societies  of  accountants.  The  Com- 
mittee has  taken  a  mass  of  evidence,  and  has  made  a 
minute  examination  of  the  various  systems  of  bookkeep- 
ing adopted  by  the  different  classes  of  authorities.  The 
form  of  accounts  which  will  probably  be  recommended  for 
adoption  it  one  that  is  already  used  at  the  offices  of  a 
London  borough  council. 

Assimiing  that  the  system  of  audit  adopted  by  the  Local 
Government  Board  safeguards  the  local  authorities  against 
undue  interference  by  the  central  department  in  matters  of 
pohcy,  the  inauguration  of  an  efficient  and  uniform  system 
of  audit  on  the  lines  proposed  will  probably  commend 
itself  to  the  majority  of  the  municipal  corporations.  It  is 
not  the  fault  of  the  latter  that  an  alteration  has  not  been 
made  long  ago.  On  more  than  one  occasion  the  local 
authorities  have  pressed  the  Government  to  make  a 
change,  and  thereby  protect  them  from  the  unfair  attacks 
that  are  constantly  being  made  by  the  opponents  of  what  is 
called  "municipal  trading."  The  municipalities  have  never 
objected  to  the  audit  of  their  accounts  by  persons  who 
know  how  to  audit ;  what  they  have  objected  to  is  a 
system  of  overloaded  audit  which,  applied  to  the  aocount» 
of  industrial  enterprises.  ^l^^^^^'^^Qfi^P^f^  those 
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nndertakiogs  which  no  similar  concerns  privately  owned 
are  ever  called  upon  to  bear. 

It  is  true  that  the  Joint  Select  Committee  on  Municipal 
Trading  which  reported  three  years  ago  condemned  the 
Local  GoTemment  Board  anditi  as  it  condemned  all  other 
existing  aadits,  and  recommended  their  abolition  and  the 
substitution  of  a  system  under  which  the  duties  would  be 
performed  by  professional  accountants  appointed  by  the 
local  authorities  bnt  not  dismissible  by  them  except  with 
the  approval  of  the  Local  Goremment  Board.  The  powers 
which  it  was  proposed  to  confer  upon  these  officials  were, 
however,  so  wide  and  elastic  that  no  municipal  corporation 
which  desired  to  retain  effective  control  over  its  own 
financial  policy  could  tbdnk  of  approving  them.  Besides 
their  ordinary  duties,  these  auditors  were  to  express  their 
opinions  concerning  the  adequacy  or  otherwise  of  the  pro- 
vision made  for  depreciation^  obsolescence,  ftc,  in  regard 
to  municipal  trading  enterprises.  Now,  these  are  matters 
into  which  highly  technical  considerations  invariably 
enter,  and  upon  which  expert  advice  has  always  to  be 
sought.  It  is  obvious  that  professional  accountants  are  not 
qualified  to  express  authoritative  opinions  upon,  for 
example,  difficulit  questions  of  engineering,  in  regard  to 
which  great  differences  of  opinion  exist  even  amongst 
experts. 

If,  tfaerefim,  we  are  to  have  a  Local  Government  Board 
audit  of  municipal  accounts,  the  system  should  be  one 
that  leaves  the  control  of  financial  policy  in  the  hands  of 
the  local  authorities,  which  are  responsible  to  the  rate- 
payers alone.  The  public,  too,  have  a  right  to  demand 
that  the  audit  shall  be  carried  out  by  thoroughly  competent 
accountants,  and  not  by  men  whose  principal  object  is  to 
make  showy  criticisms  on  unimportant  details.  Local 
Government  Board  auditors  have  in  the  past  too  often  tried 
to  atone  for  their  shortcomings  in  other  respects  by  seizing 
upon  trivialities  and  malcing  a  public  stir  by  surcharging 
the  members  of  local  authorities  with  small  amounts*  This 
was  a  favourite  practice  under  the  late  Government.  Con- 
servative rtaudents  of  the  Local  Government  Board  have 
always  been  a  drag  upon  enterprising  authorities  anxious 
for  the  development  of  local  government  on  sound  and 
proper  lines. 

A  great  step  in  advance,  too,  will  have  been  made  if  the 
Departmental  Committee  is  able  to  recommend  a  method 
of  bookkeeping  that  will  enable  all  accounts  to  be  placed 
before  the  public  in  a  uniiorm  way.  To  some  decree  this 
has  already  been  accomplished  in  r^;ard  to  certain  under> 
takings,  but  it  will  add  to  the  general  confidence  in 
municipal  enterprise  if  the  ratepayers  have  accounts  pre- 
rented  to  them  that  may  be  easily  understood  and  com- 
pared widi  reasonable  facility  with  other  accounts  of  a 
like  nature. 

Having  placed  municipal  finance  upon  a  sounder  basis, 
Ike  Local  Government  Board  and  other  Government 
Depaitments  might  with  advantage  turn  their  attention 
Inwards  obtaining  a  similarly  effective  supervision  of  the 
sccoants  of  private  companies  whose  imdeztakings  will, 
the  lapse  of  time,  become  pnichasable  by  pnUic 


authorities.  Companies,  unlike  local  bodies,  are  not  con- 
fined  in  their  operations  by  artificial  boundaries  that  in 
many  cases  possess  no  relation  to  the  commercial  and 
industrial  requirements  of  the  community.  Separate 
accounts  are  seldom  kept  of  the  business  done  within  par- 
ticular areas  over  which  public  authorities  at  stated 
periods  are  able  to  exercise  their  powers  of  purchase.  Not 
only  should  these  accounts  be  kept,  but  efiorls  should  be 
made  to  secure  that  sufficient  provision  is  made  for  main- 
taining plant  and  other  material  in  a  condition  of 
efficiency,  so  that  when  the  local  authorities  purchase  they 
will  be  acquiring  something  of  real  service  to  the  public. 
There  is  already  a  movement  in  Parliament  to  press  this 
matter  upon  the  attention  of  the  Government. 


Dual  Appointments. 

{T9  iJu  Editor  of  Tkt  Aceeuntamt.) 

Sir, — I  abonld  be  gUd  to  know  your  opinion  as  to 
whether  it  is  considered  the  right  thing  for  one  member 
of  a  firm  of  Chartered  Accountants  to  be  a  director  oft 
and  another  member  of  the  same  Brm  to  be  auditor  of 
the  same  company,  and  whether  it  makes  any  difference 
if  the  company  is  of  a  semi-private  nature. 

Yours  faithfully, 

26th  July  1906.  ENQUIRER. 

[This  question  has  often  been  asked— and  answered 
— before.  The  state  of  affairs  referred  to  may  be  quite 
unobjectionable  in  a  private  company,  but  as  a  rule  we 
think  it  undesirable.— Ed.  Acct.] 

The  E^ocal  aovernmeat  Board  Auditor  and  the 
Metropolitan  Borough  of  Holborn. 

{To  the  Editor  of  Tht  Accountant.) 
Sir, — The  financial  affairs  of  this  borough  have  been 
so  much  in  evidence  for  the  past  two  or  three  years 
that  one  is  apt  to  think  that  the  delinquencies  of  its 
officers  have  been  talked  about  to  repletion ;  but  what 
must  be  the  feelings  of  the  intelligent  ratepayers  and 
owners  in  the  borough  when  they  read  the  followiog 
certificate  which  is  attached  to  the  Council's  Aggregate 
Balance  Sheet  at  the  3i8t  March  1906:— 

"I  do  hereby  certify  that  I  have  aadited  the 
accounts,  of  which  the  foregoing  is  the  Balance 
Sheet,  and  that  I  have  as  far  as  possible  saiisjied  myself 
of  the  correctness,  completeness,  and  legaUty  of  the 
entries  contained  therein. 
As  witness  my  hand  this  ayth  day  of  June  1906. 

A.  Carson  Robhrts, 

District  Auditor." 
Can  any  of  your  numerous  readers  explain  what  the 
auditor  means,  and  whether  the  document  can  be  aaid 
to  be  conclnsive  ? 

I  am,  Sir,  yours  fiuthfiilly, 
27th  July  1906.  Digitized  by  LjObJ-AIJK. 
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Zbc  institute  ot  Cbactere&  Hccotintant0 
in  £n0lan5  and  Males. 


At  a  special  meeting  of  the  Council,  held  on 
Wednesday,  the  ist  August  1906,  at  the  Hal!  of  the 
Institute,  Moorgate  Place,  E.G.,  there  were  present : — 
Mr.  W.  B.  Feat,  President  (in  the  chair) ;  Mr.  J.  B.  Ball, 
Vice-President ;  and  Messrs.  W.  Ashwortb,  W.  Blease.  T. 
Bowden,  E.  M.  Carter,  Ernest  Cooper,  Sir  Walter  Fisher, 
Messrs.  W.  H.  Fox,  John  Gane,  A.  H.  Gibson,  J.  Gordon, 
T.  Gregory,  J.  G.  Griffiths,  J.  E.  Halliday,  B.  W.  Hard- 
castlfl,  J.  S.  Harmood-Bauner,  M.P.,  D.  HiU,  W.  C. 
Jackson,  H.  Woodbum  Kirby,  G.  Walter  Knox,  A.  O. 
Miles,  W.  Plender,  T.  G.  Shuttlewortb,  G.  Sneath,  £. 
Waterhouse,  F.  Whinney,  and  F.  J.  Young. 

Mr.  William  Heniy  Davis,  F.C.A.,  of  34  Essex  Street, 
Strand,  W.C.,  having  been  adjudicated  bankiupt,  was 
en:laded  from  membership  of  tiie  Institute. 

At  the  ordinary  meeting  of  the  Comicil,  held  at  the  con- 
clusion of  the  special  meeting. 

It  was  reported  that  a  Bill  for  Registration  of  Account- 
ants in  Natal  had  been  rejected  by  the  Legislative 
Assembly. 

The  Secretary  reported — 

(i)  The  appointment  of  Mr.  H.  Woodburn  Kirby  as 

Chairman  of  the  Applications  Committee. 
(2]  The  death,  of  Mr.  Richard  Watson,  F.C.A.,  Burnley. 
It  was  resolved  that  Certificates  of  Practice  be  issued 
to  the  following  members :  — 

Armstrong,  Herbert  Joseph  (Greaves  &  Armstrong), 
4  St.  Nicholas  Buildings,  Newcastle-upon-Tyne. 

Barnett,  Ernest  Edward  (Whale,  Baxaett  ft  Co.), 
43  Bishopsgate  Street  Within,  E.C. 

Baytey,  Arthur  Bell,  Milton  Chambers,  Milton  Street, 
Nottingham. 

Bowker,  Charles  Frederick  (C.  F.  Bowker  ft  Co.),  i  Gray's 

Inn  Square,  W.C. 
Coatea,  Christopher  George,  206  Gresfaam  House,  Old 

Broad  Street,  E.C. 
Cockin,   Eli  (Edwards  &  Cockin),   23   Temple  Row, 

Birmingham. 

Coppack,  Frank  Stewart  (A.  Dangerfield  &  Co.),  56  Cannon 
Street.  E.C. 

Dixon,  James  Heniy  (Menzies,  Dixon  ft  Co.),  Moorgate 

Court,  Moorgate  Street,  E.C. 
Dobell,  Ernest  (A.  Dangerfield  ft  Co.),  56  Cannon  Street, 

E.C. 

Gracey,  Norman  Waddell  (Norman  Giacey  &  Co.),  Broad 

Street  House,  New  Broad  Street,  E.C. 
Griffith,  NoSI  Ledbrook,  10  Charles  Street,  St.  James's, 

S.W. 

Handley,  Arthur  Raby  (Handley  ft  Wilde),  Bank  of 
England  Chambers,  Tib  Lane,  Cross  Street,  Manchester. 


Hoblnns,  Herbert  Charles  (Pa^nson,  Mather  ft  Co.), 

8  King  Street,  Manchester. 
Jee,  William  Hamlet,  2  Clinton  Place,  Seaford,  Sussex. 
Massey,   John   Wood   (J.   F.   Remington   &  Massey), 

50  Cherry  Street,  Birmingham. 
Matthews,  John   Ho^^n  Stabb   (Matthews  ft  Co.), 

a  Sudell  Cross,  Blackburn. 
Miller.  Thomas  Burton,  141  Fenchurch  Street,  E.C. 
Milne,  Albert  John,  40  Westmount  Road,  Eltfaam,  Kent. 
Norman,  Alfred  Richard  (W.  Norman  &  Sons),  9  Old 

Jewry  Chambers,  E.C. ;  and  at  Durban,  South  Africa. 
Norman,  Archibald  Walter  (W.  Norman  &  Sons),  9  Old 

Jewry  Chambers,  E.C. ;  and  at  Calcutta,  India. 
Parker,  John  James  (WatUng,  Parker  ft  Thynne),  40  Broad 

Street,  Bristol. 
Porter,  Richard  Roberts  (William  Porter  ft  Son),  3  King 

Street,  Blackburn. 
Routledge,   Walter   George,    i    Thorold   Road,  Ilford, 

Essex. 

Sackett,  Edward  Stewart  Gordon  (£.  G.  SackeU  ft  Son), 

I  Middle  Pavement,  Nottingham. 
Spencer,  William  Heniy  (Banner,  Spencer  ft  Co.),  Central 

Buildings,  41  North  John  Street,  Liverpool. 
Stone,  John  Percy,  57  &  58  Chancery  Lane,  W.C. 
Thynne,  Herbert  Sayer  (Watling,  Parker  ft  Thynne). 

40  Broad  Street,  Bristol. 
Wood,  Edward  (Proctor  ft  Proctor),  3  Grimshaw  Street, 

Buml^. 

A  number  of  applicants  were  admitted  members,  and 
two  Associates  were  elected  to  Fellowship.  A  list  of  those 
who  complete  their  membership  or  Fellowship  by  the 
i6th  inst.  will  appear  in  our  issue  of  of  the  18th  inst. 


Compaiue0  cinifnMno«np}. 

Fifteenth  Qeneral  Annual  Report  by  the  Board 
of  Trade  under  Section  39  of  the  Companlea 

(Winding-up)  Act.  1890. 


To  the  Prtsidtnt  of  tht  Board  0/  Trade. 

Sir, 

I  have  the  honour  to  submit  the  Fifteenth  Annual 
Report  on  the  various  matters,  administeatlve,  financial, 
and  judicial,  within  the  Companies  (Winding-up)  Act, 
1890.  The  Report  includes  a  Report  and  Statistical 
Tables,  prepared  by  the  Comptroller  of  the  Companies 
Department,  furnishing  particulars  of  the  amount  and 
character  of  company  insolvency  and  of  the  results  of 
winding-up,  so  far  as  ascertained,  during  the  year  1905, 
and  a  Report  by  the  Solicitor  to  the  Board  of  Trade  on 
legal  proceedings  conducted  by  him  under  the  Act. 

The  following  Account  of  Receipts  and  Expenditure  has 
been  prepared  by  the  Treasury  and  presented  to  both 
Houses  of  Parliament  in  pursuance^  Section  «8  of  the 
Act:—  Digitized  by  LjOOQIC 
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AccovxT  BhowioK  the  Rxceipts  and  Expbkditdrb  id  respect  of  Procbxdimos  andar  the  Act  during  the 

Year  ended  31st  March  1906. 


PiftiOQlsn  of  Rsoripts 


Km  Amount  ncaved  by  the  Inlind  Rtnaat  DepoR- 
■lent  foe  SUunpMlnaed  In  respect  of  bDsioeMOQclar  the 
Act  (Ims  estimated  oast  of  coUection  and  manofitcture) 

AaMiqat  of  Fees  received  In  cuh  (Indadiiig  Pees 
receitoJ  in  tbe  Coonty  Court  Deputment  of  His 
lUjestyt  Tteunrr)  

Dinosnu  on  Poods  Invested  under  Section  t6  of  the 
Act*   


Amoiiais 

.  (Provisional 
figures) 

i 

PaitieaUrs  of  ExpauUtnre 

Amounts 
(Proviskmal 
figures) 

£    9  d 

3,193  13  8 

,     M,0S3  i«  0 
1     Iii639  I  9 

Rtmaneralion  (o  County  Court  Registrars  In  respect 

£     »  d 
19,910  18  3 

149  6  5 
ift  4  9 
3,881  19  0 
1,073  18  0 
37  0  0 

1  £S3^  10  5 

£34,636  6  7 

'After  deduction  of  Interest  paid  out  under  Sectioa  iS  of  the  Companies  (Winding-up)  Act,  being  £1,694  i9S-  3d.  in  1903-1006. 
f  Indndlnc  a  sum  of  £t,8o8  representing  the  services  of  Officers  of  other  Departmenta  of  the  Board  of  Trade,  Tbo  whole  of  the  oost  of 
the  Comptrtdkr's  Office  is  not  included,  a  sum  of  £3,000,  the  estimated  cost  of  worli  not  connected  with  winding-up  business,  being  es eluded. 


The  above  ficnres  show  an  increase  in  revenue  of 
1,098,  u  compaied  with  the  rarised  figures  for  the 
prariona  year;  die  nq)enditnxe  has  decieased  by  £1,179. 


The  following  statement  of  receipts  and  expenditure  in 
each  year  since  tiie  Act  came  into  operation  shows  Hiat 
there  has  been  an  average  annual  surplus  of  £$4^'. — 


RzTuui  showing  the  Total  Ricbipts  and  ExraNDiTDUB  oa  account  of  Cohpahibb  (Windimo-up) 
Pbockedimgs  during  the  Years  aided  3iBt  March  from  189a  to  1906. 


Years  ended  31st 
March 


i8gt  (15  nwiitha) 

:S  :: 

;S  :: 

@  :: 

i«»   

igoo   

igm   

19M   

tm   

1904   

1909   

1906  (pconskmal  figures) 


Total  Receipts 


Total 
Expendilnre 


14.693  4  « 

sojje  15  8 

33.836  3  9  I 

34,835  13  I 

34.983  a  7 

31,681   5  " 

aSfi^  19  5 

38,063  13  O 

*7,496  »  « 

38,418  II  II 

37,633  8  5 

27,106  5  9 

>3i835  13  t 

34.656  6  7 


Surplus 


697  II 
43  10 
2.430  3 


1,330  3  10 


£4S7.3»  4  O   £419.111  18  8  ■  6 


Defldener 


£     «  d 

981   8  5 

5.683  7  7 

1,388  4  3 

3.733  W  5 


s,40i  6  3 
i,o(7  0  4 


Average 
Annual 
Surfdns 


£i5rt33  17  • 


946 


The  total  paymmiti  into  and  out  of  this  account  during 


the  year  and  the  fifteen  years  ended  31st  December  1905 
were  as  ftrflows : — 


Under  Section  11 


P^fttralB  in 
PSiynHla  ohC 


For  the  rear 
ended 
31  Deoember  1903 


For  the  IS  Tears 

endea 
31  December  igo; 


£  s  d  ,  £  s  d 
i3Mt8  6 II  11,333,93$  3  8 
199,079  16  10     ii,sa9,99>  16  6 


£  •  d 
94.M*  7  s 


Under  Section  ij 


For  tbe 
aide 
31  December  igo3 


£  *  d 
»s,783  S  8 
ui^iS  7 


For  ^ei^jreart 
31  December  1903 


1,198  17  9 
10 


S,«0.I98  17 


£     ■  d 

403,191  0  It 


Total 


For  the 
ends 
31  December  1903 


£      •  d 

Sfiifiat  9  7 

404.SI3  IS  3 


For  tbe  15  years 

ended 
31  Daomber  1903 


£  Id 

13,633,084  I  5 
i3.iAS3ot3  4 


d 

LjOOgIC 
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Amtndment  of  ike  Company  Laws. 
The  Committee  appointed  by  the  Board  of  Trade  "to 
"inquire  what  amendments  are  necessary  in  the  Acts 
"  relating  to  joint-stock  companies "  have  recently  pre- 
sented their  Report. 

The  earlier  sittings  of  the  Committee  were  presided 

over  by  the  present  Lord  Chancellor,  Lord  Loreburn,  then 
Sir  Robert  T.  Reid,  G.C.M.G.,  K.C.,  M.P.,  until  his 
acceptance  of  his  present  office,  when  the  Board  of  Trade 
appointed  Mr.  C.  M.  Warmiogton,  K.C.,  Chairman  in  his 
place. 

The  Committee  have  reported  on,  all  the  questions  to 
which  their  attention  was  specially  directed  by  the  Board 
of  Trade,  and  many  other  questions  which  were  submitted 
to  the  Committee. 

The  recommendations  of  the  Committee  will  have  the 
immediate  and  careful  consideration  of  the  Board  of 
Trade. 

Consolidation  of  the  Companies  Acts. 
In  anticipation  of  the  recommendation  of  the  Committee 
to  that  effect  in  their  Report,  the  Board  of  Trade  have 
caused  a  Bill  to  be  drafted  consotidatinfg  the  Companies 
Acts,  r86a  to  1900,  viz. : — The  Companies  Act,  r863;  the 
Companies  Seals  Act,  1864 ;  the  Companies  Act,  1867  ; 
the  Joint  Stock  Companies  Arrangement  Act,  1870;  the 
Companies  Act,  1877  ;  the  Companies  Act,  1879  ;  the  Com- 
panies Act,  1880 ;  the  Companies  (Colonial  Registers)  Act, 
18S3 ;  the  Companies  Act,  1886 ;  the  Companies  (Memo- 
randum of  Association)  Act,  1890;  the  Companies  (Wind- 
ing-up) Act,  iSgo;  the  Directors'  Liability  Act,  1890;  the 
Companies  (Winding-up)  Act,  1893;  the  Companies  Act, 
1898  \  and  the  Companies  Act,  1900. 

Tahh  A. 

Under  the  71st  section  of  the  Companies  Act,  1863,  the 
Board  of  Trade  are  empowered  to  make  such  alterations 
as  they  deem  requisite  in  the  model  set  of  articles  of  asso- 
ciation contained  in  the  first  schedule  to  that  Act,  and 
known  as  Table  A.  No  alteration  has  ever  been  made  in 
Table  A,  which  has  consequently  been  without  revision  for 
over  forty  years,  and  has  now  become  out  of  date  and 
little  adapted  to  modern  requirements. 

The  Board  of  Trade,  desiring  to  avail  tiiemselves  of  the 
varied  business  experience  of  the  members  of  the  above- 
mentioned  Committee,  invited  them  to  consider  in  what 
way  Table  A  ought  to  be  amended. 

The  revised  Table  A,  which  forms  the  schedule  to  the 
Report  of  the  Committee,  was  drafted  on  the  instructions 
of  the  Board  of  Trade  by  Mr.  R.  J.  Parker  and  Mr.  A.  C. 
Clanton,  and  after  revision  by  the  Coaunittee  has  been 
finally  approved  by  them. 


The  Committee  now  report  that  they  consider  that  the 
revised  form  may  with  advantage  be  adopted  by  the  Board 
of  Trade  under  their  statutory  power,  and  the  Board  pro- 
pose to  take  immediate  steps  for  this  purpose. 

Bond  InvestmenI  Companies. 
The  Committee  appointed  by  the  Board  of  Trade  under 
the  Chairmanship  of  Mr.  J.  G.  Butcher,  K.C.,  "to  inquire 
"  as  to  the  operations  of  companies  (not  being  life 
*  assurance  companies)  which  collect  periodical  payments 
"from  the  industrial  classes  in  return  for  benefits  promised 
"in  the  future,"  duly  made  their  Report  to  the  Board  of 
Trade. 

The  principal  recommendations  of  the  Committee 
are :  — 

(i)  That  every  company  of  the  class  under  consideration 
which  may  hereafter  begin  to  carry  on  business  in 
the  United  Kingdom  should  be  required  to  deposit 
in  Court  a  substantial  sum  of  not  less  than  ;f  10,000, 
which  shall  not  be  paid  out  until  a  fund  is  set  apart 
and  secured  for  the  bondholders  amounting  to 
double  the  sum  deposited. 

(s)  That  every  such  company  shall  be  required  annually 
to  prepare  a  Revenue  Account  and  Balance  Sheet 
similar  to  that  prescribed  by  the  Life  Assurance 
Companies  Act,  1870,  and  once  at  least  in  every 
five  years  to  cause  an  investigation  to  be  made  into 
its  financial  position  by  an  actuary. 

(3I  That  any  system  under  which  bonds  are  wholly  or 
partially  paid  off  before  maturity,  or  advances  are 
made  without  interest,  according  to  a  scheme 
founded  on  chance  or  lot,  should  be  prohibited  by 
law. 

The  result  of  the  Report  of  the  Committee  has  been  to 
check  the  growth  of  new  t>ond  investment  companies,  and 
some  of  the  existing  companies  have  voluntarily  conformed 
to  the  recommendations  of  the  Committee  with  regard  to 
prohibiting  the  redemption  of  bonds  before  maturity 
according  to  schemes  founded  on  chance  or  lot.  Never- 
theless, a  Bill  has  been  prepared  carrying  out  the  whole  of 
the  recommendations  made  by  the  Committee,  and  has 
been  introduced  into  Parliament. 

I  have  the  honour  to  be. 

Sir, 

Your  obedient  servant, 

H.  Llewillvn  Suitb. 

Board  of  Trade, 

July  1906.        Digitized  by  LjOOQIC 
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ANNEX  No.  I. 

Ripitrt  ^  the  ComptroUir  of  the  Companies  Department  on  the 
g/Kertl  working  of  tht  Companits  (Winiii^'Mp)  Act,  1890,  for 
AtyearnMnf  31J/  Dteimber  1903. 


r*  the  Sterttary  of  the  Board  of  Trade. 

Sir, 

I  have  the  honour  to  submit,  for  the  information  of  the 
Boaid  of  Trade,  the  following  Report  upon  the  working  of 
the  Companies  (Winding-ui^  Act,  1890,  and  on  matters 
connected  therewith,  in  ralation  to  companies  which  went 
into  liquidation  during  the  year  ending  31st  December 
1905.  The  Report,  in  accordance  with  the  practice 
hitherto  adopted,  iaclndes  information  furnished  by  the 
Kqistrar  of  Joint  Stock  Companies. 

Numter  of  Companiei  Wound  up. 
The  total  number  of  cases  in  which  winding-up  proceed- 
ings were  b^un  during  the  year  1905  is  as  follows, 
til.  :— 

(i)  Vnitr  the  kti  of  i86a. 

Volimtary  liquidations   1,587 

Voluntary  liquidations,  subject  to  super* 

▼irion  of  the  Court    17 

(a)  Vnder  the  Act  of  1S90. 
Compulsoiy  liquidations  by  order  of  the 
Conrt   


Total 


_89 


Additions  to  and  Removals  from  the  Register. 

It  appewi  from  the  returns  of  the  Registrar  of  Joint 
Stock  Companies  that  the  namber  of  new  companies  regis- 
isFsd  in  England  and  Wales  during  the  year  ending 
Jilt  December  1905  was  as  follows,  tIi,  :  — 

Total  nnmber  of  new  companies    3*9^ 

Fram  which  should  be  deducted — 

(1)  Companiei  irtiich  have  gone  into 

liquidation   

(3)  Companies   removed   from  the 

register  nnder  the  provisions  of 

the  C<Mnpanies  Acts,  1880  and 

1900   

Net  increase  during  the  year   1,163 


1,11a 

—  2,805 


Comfartits  not  for  Profit. 
Of  the  3,967  companies  registered  during  the  past  year, 
4>  «ere,  nnder  the  prorisions  of  the  33Td  section  of  the 
CoBpaniet  Jtot,  1867,  licensed  by  the  Board  of  Trade  to  be 
nprteced  with  limited  liaUU^  but  witiiont  the  addition 


of  the  word  'limited  "  to  the  name,  as  associations  formed 
not  for  the  purposes  of  profit.  Of  the  41  associations  to 
which  licences  were  granted,  eight  were  for  the  promotion 
of  religious  objects ;  eleven  were  charitable  in  their 
nature ;  eight  had  artistic  or  scientific  objects ;  nine  were 
for  the  promotion  of  the  general  interests  of  various 
branches  of  commerce,  and  the  remaining  five  associations 
had  various  objects  which  were  considered  by  the  Board  of 
Trade  to  be  within  the  terms  of  the  section. 

Licences  to  Companies  not  for  Profit  io  hold  Land. 
During  the  year  1905  the  Board  of  Trade  have,  under  the 
powers  conferred  on  them  by  the  21st  section  of  the  Com- 
panies Act,  1862.  granted  licences  to  hold  more  than  two 
acres  of  land  to  31  associations  formed  not  for  the  purposes 
of  profit. 

Ckangts  of  Name  iy  Companies. 
During  the  past  year  the  Board  of  Trade,  under  the 
powers  vested  in  them  by  the  13th  section  of  the  Com- 
panies Act,  1862,  have  given  their  sanction  to  the  change 
of  name  on  the  part  of  170  companies. 

Appointment  of  Auditors  by  the  Board  of  Trade. 

The  power  vested  in  the  Board  of  Trade  under  the  21st 
section  of  the  Companies  Act,  1900,  to  appoint  an  auditor, 
if  an  appointment  of  auditors  is  not  made  at  an  annual 
general  meeting,  was  exercised  in  four  cases  during  the 
year  1905. 

Enforcement  of  Returns  to  the  Registrar  of  Joint  Stock 
Companies. 

Proceedings  to  enforce  returns  to  the  Registrar  of  Joint 
Stock  Companies,  and  the  filing  of  documents  required  by 
statute,  have  been  taken  by  the  Solicitor  to  the  Board  of 
Trade  in  55  cases,  and  fines  have  been  imposed  by  the 
magistrates  before  whom  the  proceedings  were  brought  in 
50  cases. 

Proceedings  have  also  been  taken  in  six  cases  against 
liquidators  in  voluntary  liquidations  to  enforce  the  filing 
of  accounts,  and  in  five  cases  to  compel  the  payment'  in  to 
the  Bank  of  England  of  moneys  ahown  by  the  accoants  to 
be  due  to  the  Compamei  Liqmdation  Account. 

Further  particulars  of  these  proceedings  will  be  found  in 
the  report  of  the  Solicitor  to  the  Board  of  Trade. 

Numier  of  Companies  Registered  during  the  past  Ten  Years 
and  Total  Amount  of  their  Nominal  Capital. 
The  following  table  shows  the  nnmber  and  the  total 
amount  of  the  nominal  capital  of  companies  registered  at 
Somerset  House  during  each  gfg^^i^J  ^CW^glc 
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1 

Average 

j  Number 

ToU]  Amount 

Amount  of 

!  of  Companies 

of 

Nominal  Capital 

1  Rofn*tered 

Nominal  Capiul 

of each 
Company 

I8g6 
189? 
1B96 
1899 
igoo 
ISO  I 

1903 
1904 
1905 


4.391 

185,361,077 

4.750 

2fi9.39'.7iS 

4.6SI 

347.718,332 

4.338 

339,57D,43« 

4.S09 

306,628.941 

I37.47944I 

I47,563.J48 

'  "5.657.354 

83^41688 
ioS,e53iOf3 

56,714 
53.36' 
50,700 

45.870 
43.89s 
4t.035 
31.330 
34iI37 

37.389 


I    The  decrease  in  the  amount  of  notninal  coital  registered, 
I  which  was  continuous  from  the  year  1896  to  the  year  1904, 
!  has  during  the  past  year  taken  an  upward  turn,  the  total 
being  ;f  108,655,043,  as  compared  with  £&3,gt4,68B  in  1904. 
I  I'he  gain  is,  however,  very  small  as  compared  with  the 
I  great  losses  shown  in  the  earlier  years  of  the  decade.  The 
aumber  of  companies  registered  during  the  year  1905  also 
shows  an  increase,  the  total  of  3,967  being  the  largest 
aumber  r^jistered  in  any  year  since  the  outbreak  of  tiie 
Sonth  African  War. 


Table  of  the  Cohpakibs  Registered  In  England  and  Wales  during  the  Years  1896  to  1903. 
classified  according  to  the  Amount  of  their  Nomioal  Capital. 


NomlnMl  Cl|4til 


Year 


I89S 

1897 

1898 

1699 

190a 

1901 

1903 

1903 

1904 

I90S 

i6z 

169 

170 

363 

260 

338 

389 

367 

320 

78a 

S41 

940 

943 

1,005 

804 

1,041 

1,073 

1.139 

1,360 

547 

634 

658 

673 

634 

455 

576 

634 

594 

649 

IS 

813 

813 

753 

506 

559 

616 

355 

604 

883 

853 

735 

486 

306 

463 

303 

464 

538 

453 

418 

363 

208 

345 

199 

253 

563 

367 

377 

310 

191 

212 

302 

176 

190 

m 

133 

118 

121 

74 

79 

63 

49 

55 

45 

53 

66 

49 

33 

35 

34 

16 

31 

20 

ig 

33 

19 

14 

»3 

9 

14 

4 

7 

1 

38 

43 

36 

36 

37 

31 

13 

14 

32 

9 

4 

17 

7 

3 

6 

3 

3 

35 

30 

39 

31 

91 

13 

>5 

II 

3 

6 

4.«7 

4.«8a 

4,556 

4.446 

4.413 

3,07a 

3.333 

3.63S 

3-433 

3.877 

Under  f  1,000 

^1,000  and  under  £i,ooa 

fSrOOO  I 

£10,000  , 

^30,000  1 

^50,000  , 
j'100,000  , 

f30O,O00  , 

^300,000  , 
(400,000  ■ 
fjoa.ooo  I 
i,750,ooo       »    _  , 
£1,000,000  and  above. 

Totab 


It  will  be  Men  hnm  the  above  table  that  for  the  year  |  for  the  yew  19041  and  the  increase  thronghont,  as  com- 
1905  an  increase  is  shown  in  each  class  over  the  figures  |  pared  with  the  preceding  year,  may  be  said  to  be  evenly 


CoMPASATtVK  Figures  reladng  to  Companies  issuing  and  not  issuing  a  Prospectus  during  the  years 

1901,  1902,  1903.  1904,  and  1905. 


I  Nomber  and  Nominal 
I  Capital  of  Companies 
which  filed  a  Prospectus 
and  to  whioh  Certificates 
that  tbej  were  entitled 
to  commence  Business 
werencanted 


Number  and  Nominal 
Capita]  of  Companies 
whtoh  filed  a  Prospectns 
but  to  wbidi  Certinoai 
tbat  (bay  were  entitled 
toeommenee  Bosiness 
I     were  not  fnnted 


Number  and  Nominal 
Capital  of  Companies 
whien  filed  a  Declaration 
iteslibat  the  Company  "does 
not  Issue  any  invitation 
to  the  PuUks  to  snbaerlbe 
for  its  Shares" 


Number 


of  Total  Number  and  Capital 

ivrfy   

I 

of  Total  Number  and  Capital  ' 

I 

Total  Number'and *Cvf<^ 

«r  Total  Number  and  Capital 

 I 

of  Total  Nunber'and 'Ca^tai 

iw*y   , 


3G9 
iZ-78 

358 
9W 

306 
8-19 

346 

3» 


Nominal 

Capital 


Number 


£  I 
48,676,300 

s8.753.S44  , 

I 

30.553.865 

ir-rr  ' 
",798,795 

30,670,760 , 
190a  I 


76 

3'43 
9t 
3-J3 
86 
3-33 
S3 
l'3« 
75 
r8» 


Nominal 

Capital 


£ 

3,560,857 

a-39 
3,387,073 

171 
3,967  Jio 

3-83 

1.835.075 

a'ly 
2,870,500 

3*64 


Number  and  Nominal 
Capital  of  Companies 
which  filed  neither  a 
Prospeotna  nor  a 
Declaration 


Number 


Nominal 
Capital 


Nomber 


9.483 


3.966 
89-49 
3.»4« 

3,069 


3.436 
MX 


I  ^ 
69,646,073  ' 

'   Bins  ' 

,  100^09,366 

I  86^7.019 ! 

74-96  i 
64.867,513  j 
I  »■» 
I  82.733,356 

I  'reis 


304 

6-51 

181 

J-03 
t54 

417 
no 

316 
146 

3-68 


Nominal 
Capital 


£ 

15.396,013 

11-35 
t7.773.363 

1 2*04 
5.13S.970 

445 
4.413.303 

5"35 
3.361,537 
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distributed  among  all  the  classes.  If,  however,  the  first 
year  iacluded  in  the  table  be  compared  with  the  last,  it 
will  be  clear  that  a  great  change  has  taken  place  during 
the  past  ten  years  in  the  character  of  the  companies  r^^ 
tered.  Speaking  generally,  small  companies  have  taken 
the  place  of  large  companies,  and  the  growth  in  number  of 
those  with  the  smallest  capital  has  been  most  marked. 
For  instance,  companies  with  a  capital  of  between  iiooo 
and  j^5,ooo  have  increased  very  much,  the  respective 
numbers  being  782  for  the  year  1896  and  1,360  for  the 
year  1905.  On  the  other  hand,  a  very  marked  decline  is 
shown  in  the  companies  -having  a  capital  of  between 
;^ioo,ooo  and  /aoo,ooo  and  in  those  with  a  capital  of 
between  300,000  and  ;f3oo,ooo,  the  number  of  the  former 
class  registered  in  die  year  1905  being  176,  as  against  563 
registered  in  1896,  and  in  the  latter  class  the  number  is 
only  49  for  the  year  1905,  as  compared  wKh  190  for  the  year 
1896. 

During  recent  years  the  diminishing  use  of  the  pro- 
spectus has  been  from  time  to  time  pointed  out  in  the 
Annual  Report  to  the  Board  of  Trade. 

The  most  marked  decrease  took  place  in  1902,  in  which 
year  the  capital  of  companies  issoiikg  a  prospectus  fell  from 
^^48,676,500  to  /a6,753,544,  and  the  percentage  which  the 
capital  of  such  companies  bore  to  the  total  capital  fell 
from  35.41  to  18.14  cent.  The  decrease  continued 
throng  1903  and  1904,  the  percentage  of  capital  in  the 
latter  year  being  only  15.35  per  cent.,  and  the  nominal 
capital  of  companies  issuing  a  prosptectus  in  that  year 
being  only  j^i2,798,795.  The  figures  for  1905  afford  some 
indication  that  the  tide  is  turning,  the  percentage  of  capital 
being  19.03  per  cent.,  a  higher  percentage  than  that  for 
any  year  since  1901. 

The  revival  of  the  use  of  the  prospectus  is  made  more 
clear  by  tbe  figures  below,  which  have  been  supplied  by  the 
Secretary  of  the  Stock  Exchange  Committee  with  r^ard 
to  the  companies  with  and  without  a  prospectus  respec- 
tively, wiiicb  have  come  before  the  Committee  for  special 
settlement  during  each  period  of  six  months  for  the  past 
six  jrears.  In  the  second  half  of  the  year  1900,  with  which 
the  table  b^ns  and  which  was  the  period  immediately 
before  the  Companies  Act,  1900,  came  into  operation,  comr 
panies  with  a  prospectus  were  more  than  twice  as 
numerous  as  those  without  a  prospectus.  In  the  first 
half  of  1904  the  converse  was  the  case,  the  com- 
panies without  a  prospectus  being  more  than  twice  as 
niuneroas  as  those  with  a  prospectus.  Hie  figures  for  the 
first  six  months  of  the  current  year  show  a  return  to  almost 
exactly  the  same  proportions  which  obtained  in  the  second 
half  of  1900.  the  percentage  of  companies  without  a 
prospectus  being  30  for  the  first  six  months  of  die  current 
year,  and  31  per  cent,  for  the  second  half  of  the  year  1900. 


Table  of  Companies  with  and  without  a  PtosPECTUS 
respectively  applying  to  the  Committee  of  the  Stock 
Exchange  for  special  settlement  between  July  1900  and 
May  1906. 


Percentage 


With 

Prospectus 

w  11  null  I 

Prospectus 

of 

Companies 

without 
Proqwetu& 

Pec  cent. 

July  to  December  1900 

5i 

24 

31 

January  to  June  igoi 

91 

«5 

41 

July  to  DeceD-.ber  1901 

;:'  U 

yt 

January  to  June  1901 

48 

July  to  December  1902 

u 

61 

53 

January  to  June  1903 

..  1  38 

S9 

fio 

July  to  December  i9i>3  .. 

43 

6t 

January  to  June  1904 

:: 

4J 

68 

July  to  December  1904    . . 

ID 

41 

January  to  June  190] 

15 

31 

3« 

July  to  December  190] 

37 

"5 

40 

Janoary  |o  June  igo6 

JO 

22 

JO 

The  figures  in  the  last  columm  of  this  table  seem  to  show 
that  some  cause  or  combination  of  causes  came  into  exist- 
ence about  the  b^inning  of  1901  which  put  a  check  on  the 
issue  of  prospectuses  and  that  these  causes  have  now,  at 
least  temporarily,  died  away.  The  reason  for  the 
diminution  in  the  number  of  prospectuses  has  been  much 
discussed  during  the  past  few  years,  and  has  been 
commonly  attributed  to  the  operation  of  the  10th  section 
of  the  Companies)  Act,  1900.  This  section  imposed  stringent 
regulations  on  the  contents  of  prospectuses  in  order  that 
full  disclosure  of  all  material  facts  should  be  made  for  the 
benefit  of  intending  investors,  and  there  is  no  doubt  but 
that  this  section  had  the  effect  of  making  business  men 
hesitate  to  allow  their  names  to  appear  on  prospectuses. 
But  the  provisions  of  the  Companies  Act,  1900,  cannot 
have  been  the  sole  reason  why  promoters  preferred  for 
some  years  to  launch  new  ventures  without  die  aid  of  a 
prospectus,  for  the  provisions  of  the  Act  of  r9oo  have  not 
been  altered  in  any  wayj  and  yet  the  proportion  of  com- 
panies now  being  issued  with  a  prospectus  seems  to  be 
practically  identical  with  the  proportion  which  was  exist- 
ing during  the  period  immediately  before  the  Act  of  1900 
came  into  operation. 

It  is  therefore  necessary  to  find  some  other  cause  for  the 
decrease  in  number  of  prospectuses  odier  than  the  Act  of 
1900,  and  probably  the  most  powerful  cause  may  be  found 
in  the  scarcity  of  money  for  investment  and  for  new 
ventures  during  the  past  four  years,  owing  to  the  increase 
of  national  and  local  expenditure  and  to  the  heavy  loans 
raised  in  1901  and  190a  for  war  purposes.  The  scarcity  of 
money  for  investment  which  undoubtedly  existed  naturally 
increased  the  risk  of  the  promoter  endeavouring  to  launch  a 
new  venture,  and  consequently  he  was  inclined  to  adopt  a 
course  which  caused  him  the  least  ouUay  in  the  event  of 
failure.  By  "introducing  "  the  shares  of^a-company  on  the 
Stock  Eirchange,  and  selltnf)igii<9sdtb^AujUe)^^cb^e 
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certain  cost  of  cixculating  the  prospectus  and  of  advertise- 
ment, though  doubtless  he  was  not  free  from  expenses  in 
other  directions. 

Registration  of  Companies  Abroad. 

Though  it  is  impossible  to  obtain  any  comparative  figures 
on  the  subject,  it  may  be  stated  as  a  fact  that  many  com- 
panies seeking  their  capital  in  England  are  effecting  regis- 
tration outside.  This  is  especially  the  case  with  companies 
formed  to  carry  out  some  enterprise  in  one  of  the  Colonies. 
Such  companies  now  frequently  register  themselves  under 
the  laws  of  the  Colony  in  which  they  are  going  to  carry  on 
their  business.  At  first  sight  it  would  seem  difficult  to  take 
exception,  to  such  a  course,  but  the  practice  is  not  without 
serious  disadvantage  to  the  English  investor.  Each  of  the 
Colonies  has  di£Eerent  laws  relating  to  joint-stock  com- 
panies, and  though  in  some  Colonies  the  company  laws 
closely  follow  those  of  this  country,  in  others  they  afford 
less  protection  to  the  investor. 

All  Colonial  companies  registered  with  limited  liability 
use  the  word  "limited  "  at  the  end  of  the  name,  as  in  this 
country,  and  it  is  not  possible  to  distinguish  a  company 
registered,  say,  in  Rhodesia  and  under  Rhodesian  company 
law  from  one  registered  in  England.  The  Report  of  the 
Company  Law  Amendment  Committee  suggests  on  this 
point  that  a  company  using  the  word  "limited"  should, 
in  any  prospectus  inviting  subscriptions  in  the  United 
Kingdom,  state  the  company's  place  of  origin,  and  should, 
when  carrying  on  business  in  the  United  Kingdom,  be 
compelled  to  put  up  its  name  with  the  place  of  its  origin 
on  its  business  premises. 

Guernsey  Companies. 
.  The  practice  of  registering  companies  in  the  island  of 
Guernsey,  which  began  in  the  year  190a,  appears  to  be  on 
the  wane.  The  figures  which  have  been  supplied  by  His 
Majesty's  GrefEier  for  Guernsey  showed  a  heavy  decline  m 
the  registrations  of  1904  as  compared  with  those  of  the 
preceding  year.  A  still  more  marked  decline  is  showed  for 
the  year  1905  as  compared  with  1904,  and  the  figures  for 
the  first  six  months  of  the  current  year  show  a  reduction 
to  a  negligible  quantity. 

The  figures  relating  to  registrations  in  Guernsey  are  as 
follows:  — 


1  Number  of 
,  Companirs 
;  Registered 

Total 
Nominal 
Capital 

1  Number  of 

•          '  Companies 

Kegisteied 

1 

Total 
Nominal 
Capital 

C 

I 

1  ^ 

37,250 

1903  ■■ 

75 

18,890,000 

1900 

1  3 

5.S00 

1904  .. 

60 

I4,S87>I40 

1901 

3 

123,000 

1905  ■■ 

39 

7,851,00a 

igoa 

53 

i8,os3>ooo 

1906  (first 

13 

893,«>o 

1 

Smths.) 

Companies  Ordered  to  be  Wound  up  by  the  Court  in  1905. 
The  total  number  of  companies  ordered  by  the  Court  to 


be  wound  up  compulsorily  duriag  the  year  1905  was,  as 
stated  above,  89,  of  which  56  wen  ordered  to  be  wound  up 
in  the  High  Court,  and  the  lemaining  33  in  the  Palatine  and 
various  County  Courts.  A  complete  list  of  these  com- 
panies appears  in  Table  VIII.  attached  to  this  Report. 

The  average  duration  of  life  of  these  companies  was  4.72 
years ;  one  of  the  companies  had  existed  for  55  years,  two 
for  22  years,  while  13  had  been  registered  less  than  one 
year  before  the  winding-up. 

A  few  of  the  companies  ordered  by  the  Court  to  be  wound 
up  have  been  selected  below,  and  some-details  given  of  the 
result  uf  the  inquiries  made  by  the  Official  Receivers  as 
helping  to  throw  some  light  on  the  working  of  the  Com- 
panies Acts  at  present  in  force. 

In  many  respects,  and  certainly  so  far  as  the  number  of 
persons  interested  is  concerned,  the  most  important  failure 
of  the  year  is  that  of  Nelson  &  Company,  Lim.^  which  was 
registered  in  1901,  with  a  nominal  capital  of  jfioi,ooo,  its 
object  being  to  Acquire  and  continue  the  business  of  a  tea 
dealer  then  being  carried  on  by  Rasmus  Jensen,  at  Louth 
and  elsewhere,  under  the  style  of  Nelson  &  Co.  About 
three  years  previously  Jensen  had  launched  a  scheme  by 
which  he  ufiered  pensions  of  los.  and  53.  a  week  to  such 
of  his  customers  who  should  become  widows  after  having 
bought  from  him  for  a  certain  period  half-pound  or 
quarter-pound  of  tea  every  week  at  a  price  considerably 
above  the  market  price.  This  attempt  to  combine  a  system 
of  insurance  with  the  sale  of  an  article  of  general  con- 
sumption rapidly  achieved  Jensen's  primary  object,  which 
was  to  increase  the  sales  of  his  tea  and  thus  increase  his 
profits.  This  object  appears  to  have  outweighed  any 
serious  considerations  as  to  the  soundness  or  otherwise  of 
the  scheme,  and  since  the  benefits  offered  were  characterised 
by  a  liberality  out  of  all  reasonable  proportion  to  the 
excess  price  placed  upon  the  tea,  the  scheme  attracted  the 
notice  of  a  large  section  of  the  public — ^principally  oi  the 
poorer  class — who  were  thereby  induced  to  become  regular 
customers.  In  1901  the  Board  of  Trade  succeeded  in 
securing  the  deposit  of  ;^2o,ooo  in  compliance  with  the 
Life  Assurance  Companies  Act,  1870.  The  present  com- 
pany was  formed  immediately  after  the  deposit  of  ^£20,000 
was  made,  and  although  it  Was  pretended  that  the  life 
assurance  part  of  Jensen's  business  was  excluded  from  the 
business  taken  over  by  the  company,  there  was  no  such 
exclusion  in  fact.  The  insurance  scheme  inaugurated  by 
Jensen  was  continued  by  the  company,  with  the  addition  of 
an  important  clause  in  the  contract  between  the  company 
and  its  customers,  the  terms  of  which  were  printed  on  cards 
supplied  to  each  customer.  This  clause  was  to  the  e£fect 
that  the  pensions  of  los.  and  5s.  jDer  week  were  to  be  paid 
rateably  out  of  75  per  cent,  of  the  netjtrofits  on^tea,  and 
all  further  liability  on  c^iz»»iSy 
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MgatiTOd.  The  baiineu  of  the  company  was  conducted 
00  lines  siiniUr  to  those  which  Jensen  had  found  success- 
In],  tnd  the  sales  continued  to  increase  with  extiaoidinary 
i^idity,  the  company  meanwhile  making  great  use  in  its 
idveitiaements  of  the  fact  that  the  company  was  paying 
large  sums  weekly  in  pensions.  At  first  the  pensions  paid 
VCR  less  ia  amount  than  the  proportion  of  the  net  profits 
set  aside  for  that  purpose,  and  a  reserve  fund  was  created, 
but  owing  to  the  very  large  number  of  deaths  the  pensions 
soon  began  to  increase,  and  with  such  rapidity  that  by  the 
end  of  1903  the  amount  of  weekly  pensions  exceeded  the 
proportion  of  profits  then  being  set  aside  to  pay  them,  and 
the  company  commenced  to  draw  on  its  leserres.  The 
directors  tiien  appear  to  have  recognised  the  weakness  of 
their  scheme,  but  nevertheless  it  was,  tor  various  reasons, 
continued,  one  of  the  reasoos  being  that  the  persons  who 
controlled  the  business  were  making  very  large  profits  on 
the  tea  supplied  to  the  company,  in  addition  to  partici- 
pating in  the  dividends  paid  on  the  company's  shares, 
which  were  held  by  a  company  specially  formed  to  acqnire 
them.  Daring  1904  the  sale  of  drapery  goods  was  begun, 
and  the  widows'  proportion  of  profits  was  increased  to  85 
per  cent.,  but  in  spite  of  all  efforts  to  avert  disaster  the 
penston  fund  was  exhausted  by  the  end  of  that  year.  Until 
then  the  company  had  endeavoured  to  conceal  from  the 
public  the  reckless  and  unsound  character  of  the  scheme, 
but  once  the  public  became  aware  of  the  inability  of  the 
company  to  pay  the  pensions  the  business  collapsed. 

Daring  the  three  and  a-half  years  of  the  company's 
enstence  i^nrards  of  jf6oo,ooo  was  paid  in  pensions  to 
widows.  During  the  same  period  upwards  of  100,000  was 
distributed  in  dividends  to  shareholders.  In  addition  very 
laige  profits  were  made  by  means  of  commissions  on  the 
amount  of  tea  supplied  to  the  ccnnpaoy,  the  bulk  of  these 
profits  being  derived  by  two  persons  who  controlled,  either 
directly  or  through  nominees,  the  policy  of  Uie  company. 
The  scheme  in  its  inception  was  of  an  experimental  nature, 
and  was  continued  with  the  certainty  of  gain  on  the  part 
of  those  who  controlled  it,  but  regardless  of  the  loss  which 
might  aocme*  and  has  in  fact  accrued,  to  a  large  number 
of  poor  people  who  were  thns  induced  to  pay  more  than 
the  ordinnsjr  i»ice  for  tea. 

Mertgagu  oh  Fmturt  Atuit  iy  Floating  Charges  Issued  to  a 
Vendor, 

The  case  of  J.  T.  Beclntt,  Lim.  (Manchester),  is  an 
examfde  of  tbe  evils  arising  in  the  case  of  one-man  com- 
panies, to  wiiicb  attention  has  frequently  been  called  in 
preceding  Reports.  In  this  case  the  promoter,  who  was 
also  the  vendor,  fixed  the  purchase-price  to  be  paid  by  the 
company  at  jCjJooot  of  which  £3^00  was  to  be  paid  in 
ddMotnres  containing  a  floating  charge  on  all  assets 
pKMQt  and  future  and  the  balance  of  ;f  4,000  in  shares  of 


the  company.  Besides  the  shares  issued  to  the  vendor  only 
seven  shares  were  issued  in  all,  making  a  total  of  £4,007. 
No  fresh  capital  was  brought  into  the  business  at  the  time 

of  its  formation  or  subsequently. 

The  Official  Receiver  reports  that  the  amount  of  deben- 
tures issued  to  the  vendor  was  considerably  larger  than 
the  valne  of  any  existing  or  probable  future  assets,  and  thus 
the  vendor  became  and  remained  master  of  the  situation. 
He  stood  to  win  whatever  the  result  of  the  company's 
trading  might  be.  If  the  business  was  successful  he  would 
reap  the  profits  in  the  shape  of  interest  on  his  debentures 
and  dividends  on  his  shares,  and  if  financial  trouble  should 
come  he  could  exercise  his  power  and  obtain  the  appoint- 
ment of  a  receiver  and  sweep  up  the  whole  of  the  assets 
of  the  company  under  his  debentures.  Meanwhile  the 
vendor  would  enjoy  all  the  benefit  of  private  ownership, 
coupled  with  immunity  from  personal  liability. 

The  result  of  the  company's  trading  for  the  three  years 
of  its  existence  showed  a  profit  of  144  in  the  first  year,  a 
loss  of  £73$  in  the  second  year,  and  a  loss  of  £250  ia  the 
third  year ;  and,  according  to  the  statement  of  affairs 
which  was  filed  by  the  vendor  after  the  winding-up  order 
in  November  last,  there  are  outstanding  60  unsecured 
creditors  to  the  extent  of  £z,^2t  and  the  assets  of  the  com- 
pany are  estimated  to  produce  a  total  sum  of  £ii6iS,  the 
whole  of  which  will  be  taken  by  the  debenture-holder,  the 
unpaid-for  goods  supplied  by  the  creditors  going  to  swell 
the  return  to  him. 

The  evil  results  in  a  case  of  this  kind  are  obvious,  but 
it  is  very  difficult  to  suggest  any  way  in  which  the  evil  can 
be  remedied  without  interfering  unduly  with  legitimate 
business.  The  whole  subject  was  very  carefully  considered 
by  the  Company  Law  Amendment  Committee,  and  they 
came  to  the  conclusion  that  the  only  effective  remedy  for 
tbe  evil  would  be  to  prohibit  floating  charges  altogether, 
and  to  make  all  debentures  issued  in  the  future  applicable 
only  to  such  property  as  the  company  might  possess  at  the 
date  of  issue  of  the  debentures.  The  Committee,  while 
appreciating  the  evils  complained  of,  were  unwilling  to 
recommend  so  heroic  a  remedy,  having  regard  to  the  wide- 
spread use  which  has  been  made  of  the  floating  charge  by 
companies  of  every  class  during  Uie  past  30  years — a  use  so 
universal  that  it  may  be  said  to  have  become  an  integral 
part  of  our  commercial  system.  Under  these  circumstances 
tbe  majority  of  the  Committee  considered  that  the  abolition 
of  the  power  to  create  floating  charges  would  be  an  evil 
greater  than  the  disease  which  was  to  be  cured  by  the 
cliange. 

The  Committee  have,  however,  recommended  in  their 
Report  that  the  registration  of  existing  debentures  and 
charges  should  be  made  more  efiective,^^  that  creditors 
may  be  able  to  obtain  acculB(§it)@e^^<igsiiQ)ibll^^^t 
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as  to  the  company  with  which  they  are  dealing.  In  practice, 
however,  it  is  found  that  creditors  often  neglect  to  avail  i 
themselves  of  accessible  knowledge,  or  in  the  competittoa 
for  business  deliberately  run  the  risk  with  the  knowledge 
that  the  whole  of  the  assets  of  the  company  are  covered  by 
debentures.  It  may  be  added  that  in  the  case  under  review 
the  fact  that  ^3iOoo  in  debentures  had  been  issued  to  the 
vendor  and  were  outstanding  had  been  duly  registered  with 
the  Registrar  of  Joint  Stock  Companies,  and  an  inquiry  at 
Somerset  House  would  have  disclosed  this  to  any  person 
about  to  embark  on  commercial  dealings  with  the  company. 

Salisfaetion  of  Dibenhtres. 

Hobbs  Brothers,  Lim.  (High  Court],  was  formed  in 
1898,  with  a  nominal  capital  of  ;£i;,ooo,  to  acquire  a  busi- 
ness of  dealers  in  woollens.  The  company  traded  at  a  loss, 
and  the  vendors  became  largely  indebted  to  it,  but  managed 
by  fictitious  book  entries  and  other  devices  to  conceal  the 
facts  for  some  years.  A  question  of  public  interest  is 
involved  in  the  misrepresentations  effected  by  filing  at 
Somerset  House  two  memoranda  containing  false  state- 
ments as  to  the  satisfaction  of  the  company's  debentures. 
1'he  first  memorandum,  which  was  filed  to  assist  in  obtain- 
ing a  loan  of  ^^2,000,  stated  that  existing  debentures  for 
£i,Soo  had  been  satisfied.  After  the  j^z.ooo  had  been 
advanced,  and  the  alleged  "  satisfaction "  reported  in  a 
trade  journal,  the  directors,  under  pressure  from  a  deben- 
ture-holder owning  £^00  of  the  original  1.500  of  deben- 
tures, filed  a  second  memorandum  stating  that  the  first 
document  contained  an  error  as  regards  four  debentures 
for  £100  each,  but  repeating  the  false  statements  r^arding 
the  remainder.  Since  the  occtirrence  of  this  and  somewhat 
similar  cases  the  Board  of  Trade  have  amended  the  form 
of  "satisfaction"  of  debentures  which  is  filed  with  the 
Registrar  of  Joint  Stock  Companies,  and  have  made  it 
necessary  that  every  such  form  should  be  verified  by  the 
statutory  declaration  of  one  of  the  directors  and  the  secre- 
tary o<  the  company. 

Trading  by  Bankrupt  in  Name  of  a  Company. 

The  Leeds  Exchange  and  Discount  Bank,  Lim.  (Leeds), 
may  be  mentioned  as  an  instance  of  the  use  made  by 
undischarged  bankrupts  of  the  Companies  Acts  for  the 
purpose  of  trading  and  obtaining  credit.  The  business  of 
the  "bank  "  was  carried  on  by  the  manager,  against  whom 
a  receiving  order  was  made  in  1900,  and  who  is  still  an 
undischarged  bankrupt,  and  his  son.  Though  the  pro- 
moter (the  son)  states  that  there  were  other  directors,  they 
do  not  appear  to  have  acted,  and  the  management  has  been 
in  the  hands  of  the  promoter  and  his  son  without  inter- 
ference. Shares  to  the  extent  of  j^i,ooo  were  allotted  to 
members  of  the  promoter's  family,  and  there  were  no  other 
Bhareholders.  Unsecured  liabilities  are  outstanding  to  the 


extent  of  j£'i,4i7,  of  which,  however,  /908  is  said  to  be 
due  to  the  son  of  the  promoter,  or  to  firms  or  companies 
with  which  he  is  connected.  Certain  of  the  creditors 
all^  that  the  amounts  due  to  them  were  obtained  by 
misrepresentation. 

The   London   {Riverside)   Cold  Storage   Company,  Lim. 
{High  Court). 

This  company  is  among  the  more  important  failures  of 
the  year.  It  was  registered  in  1901  with  a  nominal  capital 
of  /s3o,ooo  for  the  purpose  of  acquiring  leasehold  and 
freehold  cold  stores,  the  latter  of  which  were  to  be  built 
on  land  in  the  neighbourhood  of  Tooley  Street,  close  to 
the  river,  but  with  no  direct  access  thereto.  The  company 
was  promoted  by  another  company  registered  for  the  pur- 
pose,  with  a  nominal  capital  of  ^£10,150,  whidi  had 
entered  into  contracts  for  the  purchase  of  the  land  and  for 
the  building  and  fitting  up  of  the  stores.  The  cost  of  the 
building  to  the  promoting  company  was  to  be  ^8t,ooo. 
The  total  cost  of  the  property  and  agreements,  to  the  pro* 
moters,  was  to  amount  in  all  to  149,000,  including  the 
preliminary  expenses  of  the  company  promoted.  The 
price  to  be  paid  by  the  company  to  the  promoters  was  the 
sum  of  ;^269,7oo,  payable  ^^179,700  in  cash  and  £qo,ooo  in 
shares,  thus  giving  them  a  profit  of  ^^130,700  in  cash  and 
shares.  Of  the  purchase-price  of  ^^^69,700,  the  sum  of 
^140,000  was  allocated  to  the  cost  of  building,  the  cost  to 
the  promoters  of  this  building  being,  as  stated  above, 
^1,000  only.  Very  shortly  after  the  registration  of  the 
London  (Riverside)  Cold  Storage  Company,  the  promoters 
were  relieved  of  their  responsibility  to  build  the  stores, 
and  the  contracts  which  had  been  entered  into  were  taken 
over  by  the  company.  Notwithstanding  this  fact,  the  com- 
pany was  not  released  from  the  liability  to  pay  the  whole 
of  the  consideration  of  ^^140,000,  but  only  from  j£8i,ooo, 
the  estimated  coat.  The  promoters,  therefore,  retained  a 
sum  of  ;f  59,000,  for  which  the  company  got  nothing.  The 
whole  of  the  purchase-price  payable  to  the  promoters  was 
duly  paid  by  the  company. 

In  addition  to  the  share  capital  of  ^^220,000,  the  company 
created  debenture  stock  for  ^^80,000,  applications  for 
which  were  obtained  by  the  promoters  for  a  cash  commis- 
sion of  ^2,800.  The  prospectus  of  the  company  stated 
that  the  whole  of  the  debenture  stock  had  been  applied  for. 
The  applicants  were  two  companies  working  in  close 
relationship  with  the  promoters.  They  paid  calls  amount- 
ing to  ;£'ao.ooo  (principally,  it  has  since  been  ascertained, 
out  of  borrowed  money),  but  failed  to  pay  further  calls 
made  upon  them.  They  are  now  both  in  liquidation.  In 
consequence  of  their  failure  to  complete  the  subscription, 
the  company  was  unable  to  dischw:gp  its  liability  to  the 
buUders,  and  work  upoeiJf^^J;f^;^l(^^^^fti|  ^  end. 
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EeoHomie  Sanit  Lim.  {High  Court). 

This  company  was  found«d  in  1893  with  a  nominal 
capital  of  £1^00,  afterwards  increased  to  ;f 50,000,  to 
provide  facilities  for  opening  small  accounts.  The  busi- 
ness was  properly  conducted  for  ten  years,  but  at  the  end 
of  the  year  1903  an  outside  stockbroker  named  Grosvenor, 
acting  on  the  instructions  of  Cochrane,  of  the  "Royal 
British  Bank,"  acquired  most  of  the  issued  shares,  and 
reconstituted  the  Board  of  Trustees  with  a  view  of  using 
the  funds  for  Stock  Exchange  qwculations.  Among  the 
new  trustees  was  a  city  tailor,  who  states  that  he  knew 
nothing  of  company  business  or  finance. 

A  series  of  transactions  were  then  begun  with  a  concern 
called  the  Financial  and  Commercial  Bank,  Lim.  The  first 
of  these  was  the  subscription  by  the  Financial  and  Com- 
mercial Bank  of  the  unissued  capital  of  the  Economic 
Bank,  amounting  to  ;^36,859,  upon  the  condition  that  the 
Economic  Bank  should  deposit  wiih  the  Financial  and 
Commercial  Bank  an  equivalent  amount  for  two  years  at 
5  per  cent.  TIhs  was  carried  out  in  January  1904,  cheques 
amounting  to  ^^36,859  being  exchanged.  By  the  end  of 
March  1904  the  Financial  and  Commercial  Bank  had 
obtained  from  the  Economic  Bank  good  securities  to  the 
value  of  £3Jt^oo,  which,  according  to  the  books  of  the 
Economic  Bank,  were  held  by  the  Financial  and  Com- 
mercial Bank  as  securii^  for  cash  deposited  with  the 
Economic  Bank,  while,  on  the  other  hand,  the  Economic 
Bank  purported  to  have  deposited  cash  with  the  Financial 
and  Commercial  Bank  amounting  to  ;£55,459.  Although 
these  accounts  did  not  represent  the  actual  facts,  the 
Financial  Bank  furnished  the  auditors  of  the  Economic 
Rank  with  certificates  of  their  accuracy.  Further,  although 
the  former  bank  had  by  the  end  of  March  1904  realised  all 
ibe  securities,  it  supplied  the  auditors  with  a  certificate 
that  the  securities  were  still  held  by  them.  In  May  1905 
the  Financial  and  Commercial  Bank,  which  owed  the 
Econ<Hnic  Bank  ^^75,000,  went  into  compulsory  liquida- 
tion, and  the  latter  bank  thereupon  closed  its  doors.  Thii 
(aw  affords  a  gross  instance  of  departure  from  the 
published  objects  of  the  company.  According  to  the  memo- 
raodmn  of  association  the  Economic  Bank  was  established 
*lo  encourage  thrift,"  and  it  was  provided  that  the  banU 
^ODld  not  engage  in  any  discount  operations  or  make  any 
l*iaD5  or  permit  any  overdrafts,  and  was  only  to  invest  in 
trustee  securities.  The  first  two  prospectuses  contained 
the  statement  diat  "absolute  safety  will  be  assured  to 
'cnitomers,  as  the  investment  of  the  moneys  deposited 
*«ith  the  company  will  be  made  solely  in  debentures  and 
"rtiwks  authorised  by  the  Trust  Investment  Act,  1889," 
ind  funher,  that  "  no  money  will  be  invested  in  mortgages 
nur  in  any  class  of  security  in  the  nature  of  a  lock  up." 

(To  be  CMtinutd.) 


personal 

Messrs.  Hubbart  Sc.  Durosb,  Chartered  Accountants,  of 
10  South  Parade,  Nottingham,  announce  that  they  have 
admitted  Mr.  Charles  John  Pain  and  Mr.  Alfred  Ernest 
Roe  as  partners  in  the  firm.  The  style  of  the  firm  will 
rem^n  unchanged. 

Mr.  a.  W.  Penrose,  A.S.A.A.,  Incorporated  Accountant, 
of  Leeds  and  London,  has  been  appointed  a  Teacher  of 

Bookkeeping  and  Commercial  Practice  under  the  Higher 
Education  Department  of  the  Leeds  Education  Committee. 

Messrs.  Stowell  &  Bavley,  Chartered  Accountants, 
have  removed  their  offices  from  62  King  Street,  Manchester, 
to  Gregs  Buildings,  i  Booth  Street,  Manchester. 


f  atlures  anD  Sills  of  Sale  in  England 
and  Males. 


According  to  Ktmp's  MtrcMlib  GoMtitt,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  July  27th,  was  r6o,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  Lottdon  Gautte, 
91 :  Deeds  of  Arrangement  registered,  69.  The  re^>ecttve 
numbers  in  the  corresponding  week  of  last  year  were : 
Bankruptcies,  95;  Deeds  of  Arrangement,  84— total,  179: 
being  a  decrease  of  19.  The  total  number  of  commercial 
f^lures  recorded  daring  the  30  weeks  of  the  present  year  is 
4,939 ;  the  total  number  recorded  in  the  corresponding  30 
weeks  of  last  year  was  5,234,  showing  a  decrease  of  295. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
July  27th,  was  166.  The  number  in  the  corresponding  week 
of  last  year  was  156,  showing  an  increase  of  10.  The  total 
number  filed  during  the  30  weeks  of  the  present  year  is 
4,511 ;  the  total  number  filed  in  the  corresponding  30  weeks 
of  last  year  was  4,934,  showing  a  decreabe  of  423. 


DebentnrM. 


The  Mortgages  and  Charges  registered  by  limited 
companies   in   England   and   Wales   daring   ttje^  week 
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ending  Friday,  July  27th,  amounted  to  /3. 617.905,  by  way 
of  addition  to  ^^2, 122,587.  previously  issued  by  the  same 
cx>rapanies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  /2, 294,138,  showing  an  increase  of 
/i,323,767.  The  total  amount  r^stered  doriog  the  30 
weeks  of  the  present  year  was  /5i,233.oo2  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  /47.33i,26o  for  the  corresponding  30  weeks 
in  1905,  showing  an  increase  of  ;£3,90i,742. 


The  Profession  in  Scotland. 


Obituary. 

The  death  took  place  on  the  37tfa  nit.  of  Mr.  Aichibatd 
Francis  HamiUon,  C^.,  of  the  firm  of  Ontram  &  Hamilton, 
Chartered  Accountants  and  Stockbrokers,  135  Buchanan 
Street,  Glasgow.  He  joined  the  Society  of  Accountants  in 
Glasgow  in  1876.  Mr.  Hamilton,  who  was  a  native  of 
Glasgow,  had  a  very  successful  professional  career,  and 
at  the  time  of  his  death  was  Vice-Chairman  of  the  Glasgow 
Stock  Exchange  Association,  a  position  which  he  occupied 
with  much  credit.  For  the  past  two  years  Mr.  Hamilton 
was  practically  laid  aside  through  illness,  but  the  end  came 
somewhat  unexpectedly.  He  is  survived  by  a  widow  and 
one  son. 


Mr.  J.  Pearson  Galium,  C.A.,  35  Dublin  Street,  Edin- 
burfth,  died  with  startling  suddenness  on  Saturday  evening, 
lie  had  been  in  his  office  transacting  business  as  usual 
during  the  day,  and  his  death  later  in  the  afternoon  came 
as  a  shock  to  his  friends.  He  had  suffered  for  some  time 
from  partial  paralysis  of  the  legs,  and  his  health  was 
weakened  thereby.  Mr.  Pearson  Galium  joined  the  Edin- 
burgh Society  of  Accountants  in  1880,  and  was  a  well- 
known  member.  He  built  up  a  good  practice,  and  held  a 
number  of  offices  of  a  more  or  less  public  character.  He 
was  fifty  years  of  age,  and  is  survived  by  his  widow. 
About  a  year  ago  he  assumed  Mr.  J.  G.  Buchanan,  C.A., 
as  a  partner  in  his  business. 


Jll»«nleu  Bodeij  of  Aeooimtuito. 


A  special  general  meeting  of  the  Aberdeen  Society  of 
Accountants  was  held  in  the  Secretary's  office,  6  Golden 
Square,  Aberdeen,  on  the  27th  ult.,  Mr.  James  Milne, 
C.A.,  presiding.  The  following  gentlemen  were  admitted 


to  the  membership  of  the  Societj 'Mr.  C.  S.  Dickie,  late 
apprentice  to  Mr.  Harvey  Hall,  C.A.,  and  Mr.  J.  W.  Milne, 
late  apprentice  to  Mr.  James  A.  Jeffrey,  C.A. 


Simir  Itate  of  Viscount. 
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Xeabind  articles. 


Company  Law  Amendment. — 1. 

T*HE  report  of  the  Company  Law  Amend- 
^    ment  Committee,  yrhich  has  recently  been 
published  and  has  been  duly  reproduced  in 

these  columns,  appears  (as  is  indeed  natural 
with  such  documents)  to  have  met  with  a 
somewhat  mixed  reception.  For  instance,  our 
contemporary  r/«  Fm<|f^'^4^>i^5iQ@(@glSPhe 
"  first  impression  created  by  the  Committee* 
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"report  is  that  it  is  the  sanest  examination  of 
"  the  subject  that  has  ever  been  penned " ; 
while,  upon  the  other  hand.  The  Solicitors' 
Journal  states  that :  "  The  report  can  hardly  be 
"  regarded  as  a  strong  document.  The  Com- 
"  mittee  are  so  impressed  with  the  magnitude 
"  of  company  business  that  they  are  afraid  of 
"interfering  in  any  marked  way  with  the 
"  formation  or  management  of  companies,  or 
"  with  their  facilities  of  borrowing  money." 
This  view  is  practically  confirmed  by  The  Law 
Journal,  which  states  that  among  all  the 
amendments  of  the  law  suggested  by  the  Com- 
mittee, there  is  none  that  is  "  organic,"  adding 
that  the  Committee  was  "  too  profoundly 
impressed  *'  with  the  benefits  which  have 
accrued  to  the  country  from  company  enter- 
prise to  suggest  any  fundamental  changes. 
Inasmuch  as  one-half  of  the  Committee 
appointed  in  February  of  last  year  were 
lawyers,  it  is,  perhaps,  a  little  surprising  that 
the  report  should  have  received  so  compara- 
tively cool  a  reception  at  the  hands  of  the  legal 
press ;  but,  if  the  truth  be  confessed,  it  must 
he  admitted  that  there  is  absolutely  nothing  of 
a  sensational,  and  little  of  a  novel  character  in 
the  report. 

The  absence  of  any  undue  official  element 
has  left  the  Committee  more  than  usually  free 
to  dwell  upon  the  bright  side  of  things,  which 
would  naturally  be  the  side  with  which  all  the 
members  of  the  Committee  would  be  most 
fiiuniliar;  indeed,  there  is  ample  justification 
for  the  opinion  formed  that  the  great  majority 
of  companies  are  honestly  formed  and  con- 
ducted, and  this  is  a  view  which  we  have  put 
forward  consistently  for  years  past.  At  the 
same  time,  it  must  be  admitted  that  the  abuses, 
if  relatively  few  in  number,  are  still  of  sufficient 
importance  to  merit  very  careful  consideration. 


and  we  altogether  question  whether  the 
numerous  and  somewhat  complicated  recom- 
mendations of  the  Committee  will  suffice  to 
provide  a  remedy. 

There  will  doubtless  be  abundant  time  to 
discuss  and  rediscuss  this  report  before  it  comes 
up  for  consideration  before  Parliament  in  the 
form  of  a  Bill,  for  no  political  capital  is  to  be 
made  out  of  such  a  matter  as  this,  and  non- 
political  measures  rarely  receive  special 
facilities.  It  will  not  be  forgotten  that  it  was 
not  until  six  years  after  the  Departmental 
Committee  of  1894  had  reported  that  the 
Companies  Act,  1900,  was  enacted;  and  if  all 
the  points  dealt  with  in  the  report  now  before 
us  are  to  be  considered,  there  seems  to  be 
little  ground  for  «pecting  that  matters  will 
proceed  more  quickly.  It  is,  we  think,  by  no 
means  improbable  that  the  whole  matter  will 
be  shelved  indefinitely,  for  the  Committee 
recommends  a  consolidation,  or  codification,  of 
the  existing  Companies  Acts  as  being  of  even 
more  urgent  importance  than  any  amendment 
of  the  law  that  they  feel  able  to  recommend. 
Ever  since  1890,  at  least,  the  urgent  need  for 
codification  has  been  well  recognised ;  but  we 
cannot  help  thinking  that  it  will  be  taken 
rather  that  the  Committee's  recommendations 
can  wait  a  convenient  opportunity,  than  that 
the  necessity  for  codifying  the  existing  law  has 
become  more  vital,  or  more  urgent,  than  it  has 
been  at  any  time  during,  say,  the  past  fifteen 
years. 

It  will  be  remembered  that  four  points  were 
especially  brought  before  the  attention  of  the 
Committee  at  the  time  of  its  appointment — 
namely,  the  abuse  of  the  prospectusless  com- 
pany ;  the  abuse  of  the  foreign  company ;  the 
desirability  of  extending  the  provisions  of  the 
1900  Act  with  regarJf'stiJ^^he  registraJiOfl  of 
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diaiges  to  include  all  charges  and  mortgages ; 
and  the  amendment  of  Table  A  of  the  Act  of 
1862.  The  report  is,  however,  by  no  means 
confined  to  these  matters,  nor  are  they  all  dealt 
with  as  beii^  of  paramount  importance. 

Five  distinct  reasons  are  given  for  the  diminu- 
tion of  company  registration  during  the  past 
five  years,  and  while  these  reasons  doubtless 
exhaust  the  causes,  no  attempt  is  made  to 
discuss  their  relative  importance.  The  result 
is  thus  somewhat  inconclusive.  We  are  told 
that  the  drain  of  heavy  public  loans,  the  extra 
registration  duty,  increased  stringency  of  the 
provisions  of  the  1900  Act,  the  effect  of  certain 
recent  decisions  as  to  the  income-tax  payable 
by  comities  carrying  on  business  abroad,  and 
the  adverse  conditions  of  the  money  market, 
are  all  responsible  for  a  falling -off  in  the 
number  of  companies  registered  and  an  even 
greater  diminution  in  their  aggregate  nominal 
capital.  Two  at  least  of  these  causes  may,  it 
is  to  be  hoped,  be  regarded  as  only  temporary ; 
but  the  effect  of  the  other  three  would  seem 
to  be  permanent,  or  at  all  events  calculated  to 
continue  so  long  as  the  causes  remain.  The 
importance,  therefore,  of  endeavouring  to 
distinguish  between  the  falling-ofif  that  has 
been  due  to  preventable,  and  to  unpreventable 
(although  temporary)  causes  is  sufficiently 
obvious. 

With  regard  to  the  diminishing  use  of  pro- 
spectuses, it  is  suggested  that  all  companies 
not  filing  a  prospectus  before  commencing 
business  should  be  compelled  to  file  a  pre- 
liminary statement,  containing  similar  informa- 
tion to  that  required  by  Section  10  of  the  1900 
Act  in  a  prospectus,  and  that  such  statement 
"  constitute  a  public  document  of  which  every 
**  buyer  of  or  subscriber  for  the  shares  of  a 
"company  would  have  constructive  notice." 


The  effect  of  this  recommendation  would  be  to 
place  the  directors  of  a  prospectusless  company 
at  a  direct  disadvantage,  for  their  liability 
under  the  Act  of  1890  is  limited  to  the  original 
allotment  of  shares,  whereas  under  the  Com- 
mittee's recommendation  the  preliminary 
statement  would  constitute  a  representation  to 
every  buyer  of,  as  well  as  to  every  subscriber 
for,  shares  in  the  company.  So  far  as  it  goes, 
this  recommendation  would  doubtless  prove 
effective  as  a  means  of  stopping  the  existing 
abuse,  but  there  would,  we  think,  be  great  con- 
fusion if  the  rights  of  buyers  of  shares  (say)  on 
the  Stock  Exchange  differed  according  to 
whether  or  not  such  a  "  preliminary  statement" 
had  been  filed ;  and  inasmuch  as  Stock 
Exchange  buyers  are  seriously  to  blame  for  the 
vogue  which  the  prospectusless  company  has 
obtained,  it  is,  we  think,  manifestly  unfair  that 
they  should  be  afforded  any  special  facilities  or 
privileges  which  are  not  enjoyed  by  the  buyers 
of  shares  of  companies  that  have  issued 
prospectuses.  The  preliminary  statement 
should  in  all  cases  become  the  prospectus, 
the  filing  of  which  should  be  compulsory 
as  a  condition  precedent  to  the  issue  of 
any  capital,  whether  or  not  such  prospectus 
is  published  in  any  other  way  than  by 
filing ;  and  buyers  of  shares,  as  well  as 
subscribers  therefor,  should  be  entitled  to  its 
benefits.  To  avoid  evasions  through  the 
piecemeal  issue  of  shares  as  buyers  can  be 
found  for  them,  we  would  suggest  that,  upon 
the  prospectus  being  filed,  the  Registrar  should 
issue  an  authorisation  to  the  company  to  allot 
a  specified  number  of  shares  (or  debentures  up 
to  a  specified  amount,  as  the  case  may  be), 
during  the  ensuing  three  months ;  and  that  no 
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so  givcip.  Hie  effect  of  this  would,  of  course, 
be  that,  if  the  allotment  did  not  take  place 
quite  shortly  after  the  issue  of  the  prospectus, 
the  prospectus  would  have  to  be  brought  up  to 
date  and  refiled  before  an  allotment  could  be 
made.  All  difficulties  in  connection  with 
subsequent  issues,  which  represent  a  very 
difficult  problem,  would  thus  be  entirely 
avoided. 


Unregistered  Debentures  and  Unsecured 
Creditors. 

"THE  recent  decision  in  In  re  Ehrmann  Bros. 

Lim.i  Albert  v.  Ehrmann  Bros.,  Lim., 
which  will  be  duly  reported  in  our  "  Law 
Reports/'  is  worthy  of  fuller  consideration 
than  we  have  so  far  found  space  to  devote  to 
it,  in  that  it  affects,  and  that  very  materially, 
the  position  of  all  who  may  have  dealings 
from  time  to  time  with  joint-stock  companies. 

It  will  be  remembered  that  the  Companies 
Act,  1900,  requires  debentures  to  be  registered 
within  twenty-one  days  from  the  date  of 
their  issue,  and  while  an  application  may 
be  made  to  the  Court  to  extend  the  time 
for  such  registration,  such  application  is  in 
practice  only  granted  with  the  proviso  that 
this  order  is  to  be  without  prejudice  to  the 
rights  of  parties  acquired  prior  to  the  time 
when  such  debentures  shall  actually  be 
registered.  In  the  case  under  consideration, 
at  a  date  subsequent  to  the  issue  of  certain 
debentures,  but  prior  to  the  date  when  they 
were  actually  registered,  the  company  had 
incurred  a  debt  to  A.  Shortly  afterwards  a 
debenture-holders'  action  was  brought,  and 
the  question  arose — upon  the  usual  order  for 
inquiries  under  the  judgment  in  that  action — 
as  to  what  were  A.'s  rights  under  the  afore- 


said proviso,  as  against  the  debenture-holders 
who  eventually  registered  their  charges  under 
the  order  of  the  Court. 

Under  Section  14  of  the  Companies  Act, 
igoo,  the  effect  of  non -registration  of  deben- 
tures is  not  to  invalidate  the  claim  of  the 
debenture-holder  as  a  creditor  of  the  company, 
but  merely  to  invalidate  his  charge,  which 
represents  his  security  for  the  debt  due  to 
him,  so  that  in  any  event  a  debenture-holder 
could  not  occupy  a  position  less  &vourable 
than  that  of  an  unsecured  creditor,  and  as 
such   he  is,  under  the  most  unfavourable 
circumstances,  entitled  to  rank  pari  passu  with 
the  other  unsecured  creditors.  When,  however, 
an  order  extending  the  time  for  registration  has 
been  granted,  subject  to  the  usual  proviso  as  to 
the  rights  of  parties  acquired  prior  to  the  date 
of  such  eventual  registration,  the  position  was 
held  by  Mr.  Justice  Joyce  to  be  that,  not  merely 
are  the  debenture-holders  reduced  to  the  level 
of  creditors  whose  debts  were  incurred  during 
the  period  subsequent  to  the  issue  of  the 
debentures  and  prior  to  the  date  of  their 
registration,  but,  further,  the  claims  of  such 
creditors  are  enhanced,  so  that  for  all  practical 
purposes  th^  become  debenture-holders,  or 
at  all  events  become  entitled  to  rank  pari  passu 
with   the  debenture-holders,   although  they 
themselves  have  never  obtained,  and  never 
stipulated  for,  any  charge  on  the  company's 
assets. 

This  situation  was,  to  say  the  least  of  it> 
unexpected ;  and  it  would,  perhaps,  not  be 
going  too  far  to  say  that  it  was  probably 
most  unexpected  by  the  creditors  whose 
position  has  been  so  advanced.  If  carried 
to  its  logical  conclusion,  it  might  prove  an 
opening  for  the  very  gravest  Irregularities. 
I  Directors,  to  whom  debts  have  ac^ruetl  due 
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piior  to  the  date  of  an  issue  of  debentures, 
might  deliberately  abstain  from  registering 
those  debentures  until  the  statutory  period  of 
twenty-one  days  had  gone  by  with  the  express 
object  of  thus  exalting  their  own  unsecured 
clainns  to  the  level  of  debenture-holders. 
Or,  if  such  a  device  should  be  regarded  as 
too  transparent,  and  therefore  as  necessarily 
ineffective,  it  would  at  least  be  open  to 
directofs,  under  the  ruling  to  which  we  have 
just  referred »  to  disparage  the  claims  of 
debenture-holders,  and  to  enhance  the  claim 
of  friendly  unsecured  creditors  simultaneously, 
by  neglecting  to  perform  their  statutory  duty 
of  registering  all  charges  created  within  the 
prescribed  period.  There  are,  of  course, 
penalties  prescribed  for  such  neglect ;  but 
they  are  rarely  infiicted  in  practice,  and  in 
some  cases  at  least  might  be  well  worth 
incurring  for  the  sake  of  the  ultimate  advan- 
tage to  be  derived  from  securing  such  a 
position  of  afiiurs  as  that  which  this  decision 
has  now  shown  to  be  traable.  It  is,  however, 
unnecessary  for  us  to  labour  the  point  further, 
or  to  suggest  any  remedy  for  this  somewhat 
extraordinary  position  of  affairs,  as  the  Court 
of  Appeal  has  held  that  unsecured  creditors, 
who  have  acquired  no  rights  against  the 
property  which  is  charged  under  the  debentures, 
do  not  come  under  the  terms  of  the  proviso 
referred  to,  which  is  only  meant  to  protect 
interxening  rights — that  is  to  say,  the  rights 
of  creditors  who  may  have  acquired  a  charge 
on  the  assets  subsequently  to  the  issue  of, 
but  prior  to  the  registration  of,  the  debentures. 
We  very  much  question  whether  this  was 
the  intention  of  the  Legislature,  but  it  is  at 
least  a  very  convenient  way  out  of  a  most 
carious  impasse. 


The  American  System  of  Official  Inspection 
of  Life  Insurance  Companies. 

T  N  view  of  recent  disclosures,  we  feel  sure  that 
^  it  will  be  of  interest  to  our  readers  to 
become  acquainted  with  the  scope  of  the 
inquiry  made  by  the  State  Inspectors  appointed 
in  New  York  to  inquire  into  the  solvency  and 
financial  position  of  all  companies  carrying  on 
a  life  insurance  business  there. 

These  inquiries  include  answers  to  the  follow- 
ing questions,  given  under  oath  by  responsible 
officials  of  the  company  : — 

(1)  Have  the  books  of  the  company  been  kept 
open  after  the  close  of  business  December 
3zst  last  for  the  purpose  of  making  any 
entry  that  affects  this  statement  ? 

(2)  Is  there  a  loading  or  margin  for  expenses 
on  all  policies  over  the  net  premium 
according  to  the  State  standard  ? 

(3}  Is  there  any  surrender  value  promised  in 
excess  of  the  reserve  as  legally  computed  ? 
If  so,  what  amount  therefor  has  been 
included  in  liabilities,  and  where  ? 

(4)  Is  the  business  of  the  company  conducted 
upon  the  mutual,  mixed,  or  strictly  pro- 
prietary plan  ? 

(5)  What  proportion  of  the  profits  of  the 
company  may  be  paid  to  the  stockholders 
for  use  of  real  or  guaranteed  capital  ? 

(6)  Does  any  officer,  director,  or  trustee 
receive  any  commission  on  the  business 
of  the  company  ? 

(7)  Has  the  book  value  of  any  asset  been 
increased  during  the  year  except  to  bring 
bonds  towards  par  ? 

(8)  What  proportion  of  premiums  on  policies 
issued  by  the  company  may  be  taken  in 
notes,  or  other  form  of^4ien,  on  i  the 

policies?  DgtzedbyL^OOgle 
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That  the  above  list  of  qu^tions  exhausts  all 

possibilities  of  inquiry  may  well  be  doubted, 
and,  indeed,  recent  disclosures  show  that  there 
are  many  other  ways,  besides  the  receipt  of  a 
commission,  by  which  an  officer,  director,  or 
trustee  may  improperly  receive  benefits  from 
the  company  whose  interests  he  is  bound  to 
serve ;  but,  stated  in  general  terms,  it  must  be 
admitted  that  the  questions,  so  far  as  they  go, 
are  fairly  searching,  and  that  they  (and  others 
following  upon  the  same  lines)  might  well  be 
answered  under  oath  by  the  responsible  officials 
not  merely  of  all  life  insurance  companies,  but 
also  of  all  public  companies  whatsoever. 

Inquiry  as  to  whether  assets  have  been 
written  up  during  the  year  "except  towards 
par,"  however  interesting  it  may  be  so  far  as  it 
goes,  by  no  means  exhausts  the  matter ;  for 
there  can  as  a  matter  of  fact  be  no  more  justifi- 
cation for  writing  up  the  book  value  of  bonds 
which  stand  at  a  discount  than  for  writing  up 
the  book  value  of  bonds  which  already  stand 
at  a  premium.  The  question  in  each  case  is, 
in  the  first  instance,  whether  any  bond  fide 
increase  in  value  has  as  a  matter  of  fact 
occurred ;  and,  in  the  second  place,  whether  such 
increase,  even  if  truly  in  existence,  can  be 
properly  taken  credit  for  as  profit  in  respect  of 
the  period  under  review. 

The  last  question,  as  to  whether  payment  has 
been  made  of  any  portion  of  premiums  on 
policies  issued  by  the  company  otherwise  than 
in  cash,  is  particularly  suggestive,  but  somewhat 
ineffective  in  the  form  in  which  it  is  stated.  In 
many  cases  there  is  certainly  nothing  improper 
in  a  portion  of  the  premium  of  a  policy  being 
allowed  to  remain  as  a  debt  carrying  interest 
against  the  policy,  and  there  are  a  variety  of 
methods  known  to  British  offices,  all  of  which 
in  fact  come  to  the  same  thing.  The  question, 


however,  sui^ests  an  entirely  different  class  of 
transaction  which  is  by  no  means  so  easily 
defended — namely,  that  under  which  policies 
are  issued  in  exchange  for  premiums  not  paid 
in  cash,  and  not  represented  by  debts  charge- 
able against  the  policy,  but  paid  in  paper  of  a 
more  or  less  doubtful  value.  An  especially 
objectionable  form  of  this  particular  class  of 
transaction  would  be  if,  for  the  purpose  of  pay- 
ing premiums,  bonds  were  received  under  large 
discount  and  written  up  "  towards  par  "  during 
the  period  under  review,  thus  showing  an 
apparent  profit,  where  in  point  of  fact  a  liability 
had  been  undertaken  in  exchange  for  a  con- 
sideration of  perhaps  little  or  no  intrinsic  value. 

But  the  weak  part  about  all  syst^s  of 
official  audit  is,  of  course,  that  the  iodiscrimi- 
nating  public  is  apt  to  assume  that  because  an 
audit  is  "official "  it  must  necessarily  be 
effective;  whereas  experience  shows  that  in 
almost  all  cases  the  work  of  inspection  is 
performed  less  efficiently  than  it  would  have 
been  by  a  private  individual  of  reasonable 
professional  qualifications,  and — in  the  United 
States,  at  least — with  certainly  no  added  security 
a^inst  corruption.  An  Ulusory  safeguard  is, 
and  must  be,  in  all  cases  more  actively  harmful 
than  the  complete  absence  of  any  attempt  at 
any  safeguard  whatever.  In  the  latter  event 
all  persons  interested  are  at  least  put  upon 
inquiry,  and  are  misled  by  no  false  reports, 
whereas  a  Government  guarantee  is  in  all  cases 
(however  much  past  experience  may  point  to 
the  contrary)  assumed  to  be  effective,  and  thus 
unless  backed  by  financial  responsibility — which 
it  never  is — represents,  perhaps,  the  most  mis- 
chievous form  of  false  security  that  it  is  possible 
to  conceive. 

In  our  own  country  the  nearest  approach  that 
we  have  had  to  anything  of  the  kind<Jias  been 
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the  inquiry  made  by  the  Local  Government 
Board  before  allowing  local  authorities  to 
borrow  money.    That  inquiry  is  supposed  to 
provide  a  reasonably  effective  guarantee  that 
moneys  so  borrowed  will  be  employed  for  bond 
fide  capital  purposes,  and  that  adequate  pro- 
vision will  in  due  course  be  made  for  the 
redemption  of  the  liabilities  undertaken.  The 
experience  of  the  past  has  shown  that,  owing  to 
the  ineffidency  of  the  inquiries,  capital  expen- 
diture (accompanied  by  a  corresponding;  increase 
in  the  value  of  assets)  by  no  means  necessarily 
follows  upon  the  actual  borrowing  of  money ; 
while  the  leave  given  to  local  authorities  to 
invest  Sinking  Fund  instalments  in  their  own 
stock  very  seriously  detracts  from  the  value  of 
the  security  offered  by  the  institution  of  the 
Sinking  Fund  itself.  There  is  here,  of  course,  no 
suggestion  whatever  of  corruptness,  but  merely 
of  official  inefficiency,  and  we,  in  this  country, 
have  seen  what  the  serious  consequences  of  an 
honest  inefficiency  may  be.    It  is,  however, 
difficult,  if  not  impossible,  for  us  to  conceive  of 
the  possibility  of  official  corruptness,  and  it 
is,  therefore,  extremely  difficult  for  us  to  duly 
appreciate   the  significance  of  the  present 
scandals    in    connection  with    certain  life 
assurance  companies,  whose  head-quarters  are 
in  the  United  States  of  America  but  whose 
business  ramifications  bring  them  into  most 
parts  of  Europe,  and  especially  into  this 
country. 


Following  upon  the  lines  of  Chartered 
acMutMti     Accountants  Students'  Societies  in 
En^and,  the  Accountants  Students' 
Societies  of  AacUand,  Wellington, 
Christ  church,  Dunedin,  and  Nelson  in  New  Zealand, 
have  fonned  themselves  into  a  nnion  and  issued  joint 


transactions.  Tbeir  first  volume  (which  did  not 
include  the  Nelson  Transactions)  was  published  in 
Auf^ust  last,  and  contained  inUr  alia  papers  on 
"  Jottings,  by  an  Accountant,"  "  The  Bank  of 
England,  the  Bank  Reserve,  the  Bank  Rate, 
and  Foreign  Exchanges,"  Mock  Shareholders* 
Meeting,  "  Defalcations :  their  Prevention  and 
Detection,"  "Capital  Accounts,"  "The  Audit  of  a 
Joint  Stock  Company's  Accounts,"  "  Formation, 
Operation,  and  Discharge  of  Contracts,"  "  The 
Accounts  and  Duties  of  Trustees  and  Ezecntors," 
'*  Notes  00  Value,  Credit,  and  Money,"  "  Law  of 
Arbitration  and  Awards,"  "  Insurance,"  "  Bankruptcy 
and  Insolvency  Law " ;  while  the  second  volume, 
issued  in  April,  dealt  with  the  following  subjects : — 
«  The  Law  of  Trusts,"  *'  Double-Entry  Bookkeeping," 
"Consignmrait  Accounts  and  Bills  o£  Exchange," 
"Auditing,"  "Shipping,"  "The  Law  Relating  to 
Trustees  and  Executors,"  "Commercial  Accounts," 
"Bankmg,"  "Bills  of  Sale,"  "The  Origin  of  Com- 
mercial Law,"  "  Defalcations :  their  Prevention  and 
Detection,"  '*  The  Sale  of  Goods,"  "  The  Accounts  of 
Executors  and  Trustees."  It  will  be  seen  that  a  con- 
siderable amount  of  work  has  been  covered  in  the 
course  of  twelve  months,  and  we  congratulate 
accountant  students  in  the  Antipodes  upon  the  highly 
satis&uitory  results  of  their  combined  energies. 


The  report  of  the  Controller  of  the 
LItnWeWwi  Companies  Department  on  windings 
in  1Mb  up  of  companies  during  1905,  which 
has  been  reproduced  in  these  columns,  shows  that 
the  total  number  of  new  companies  registered 
during  the  year  was  3,967,  against  3,478  in  1904, 
while  the  average  nominal  capital  per  company 
had  risen  from  ^^34,137  to  3^27,389  during  the 
year  under  review.  One  thousand  six  hundred  and 
ninety-three  companies  went  into  liquidation,  and 
i.xia  were  removed  from  the  register.  There  has,  it 
is  satisfactory  to  observe,  been  a  steady  decrease  in 
the  number  of  companies  registered  in  Guernsey 
during  the  past  few  years,  the  figures  being  75  in  1903, 
60  In  1904,  39  in  1905,  and  13  during  the  first  half  of 
the  present  year. 

Thtift«f  A  recent  issue  of  Lloyd's  Wukly  Neus 
OoUMUiitf  aawi.  contains  the  following  remarkable 
statement  :— 

"  Parkhurst  is  soon  to  see  another  important 
release  in  the  person  of  Benjamin  Green^ake,  t^ 
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solicitor  who  was  sentenced  to  twelve  years*  penal 

servitude  at  the  Old  Bailey  on  the  32nd  January 
1901,  for  fraud  on  the  Law  Society,  of  which  he  was 
secretary.  The  ground  for  the  release  is  stated  to 
be  his  continued  ill-health.*' 

It  would  be  difficult  to  compress  a  lai^r  nnmber  of 
misstatements  ivto  bo  small  a  space.  Mr.  Benjamin 
Green  Lake  was  never  the  secretary  of  the  Law 
Society,  but  was  at  one  time  (although  not  at  the  time 
of  his  conviction)  its  President,  when  it  was  known  by 
the  name  of  the  Incorporated  Law  Society.  The 
frauds  of  which  he  was  convicted  were  not  against  the 
Society ;  and  it  is,  indeed,  difficult  to  imagine  bow  any 
ofRcer  of  that  Society,  from  the  President  downwards, 
could  obtain  control  of  sufficient  funds  to  make  it 
worth  his  while  to  misappropriate  them.  Mr.  Lake's 
frauds  were  against  clients  who  were  far  less  well- 
equipped  to  look  after  their  own  aRairs  than  the  Law 
Society.  Incidentally  it  may  be  pointed  oat  that  there 
is  the  less  excuse  for  this  absurd  paragraph  in  that  it 
was  published  after  a  correct  statement  of  the  facts 
had  appeared  in  several  contemporaries;  and  it  is, 
perhaps,  calculated  to  cause  serious  misunderstanding, 
inasmuch  as  the  present  esteemed  Secretary  of  the 
Law  Society  has  held  office  for  a  condderable  number 
of  years. 


n«  LMt  Accwding  to  The  Law  Tinus  it  is  very 
VMfttlon.  probable  that  the  LoogVacation.  which 
commences  on  the  13th  inst.  and  ends  on  the  23rd 
October  next,  will  be  the  last  of  its  kind.  The  general 
consensus  of  opinion  in  legal  circles  is  that  a  vacation 
rammencing  on  the  ist  August  and  ending  about  the 
lath  October  would  be  much  more  convenient ;  and 
inasmuch  as  the  present  Lord  Chancellor — unlike  his 
predecessor— is  favourably  inclined  to  the  change, 
there  is  every  reason  for  supposing  that  it  will  be 
effected  at  an  early  date.  There  are,  we  need  perhaps 
hardly  point  out,  numerous  other  improvements  and 
modernisations  that  may  be  hoped  for  as  a  result  of 
the  change  of  Chancellor,  but  it  would  occupy  more 
apace  than  we  have  now  available  to  enter  into  these 
In  detaU. 


The  Outmi     ^  contemporary  states  that  the  first 
Aisooiatton  ot   examination  under  the  audioes  (rf  the 
loMiuBUoti.     Central  Association  of  Accountants 
took  place  on  the  a9th  and  30th  June  last,  at  London, 


Manchester,  and  Liverpool  dmultaneously,  when  we 

learn  that  the  total  number  of  candidates  was  six,  and 
that  there  were  examinations  both  for  Licentiates 
and  Fellows.  It  is  added  that  the  next  examina- 
tions will  be  held  in  December,  when  it  is  expected 
that  there  will  be  two  or  three  times  as  many 
candidates.  We  should  not  be  very  greatly  surprised 
to  find  that  this  modest  estimate  was  justified.  There 
must,  no  doubt,  be  many  more  than  18  unqualified  men 
who  would  like  to  join|  some  society  which  is  capable 
of  giving  them  some  sort  of  diploma. 


BftBkrnpu  »Dd  On  t*>e  report  of  Mr.  Registrar  Link- 
ContatnptofOourL  later  that  Edwin  George  Saunders,  a 
bankrupt,  bad  refused  to  be  sworn  on  the  occaaon  of 
his  public  examination  on  the  17th  ult.,  Mr.  Justice 
Bigbam,  on  the  application  of  the  Official  Receiver, 
made  an  order  for  the  debtor's  committal,  but  directed 
that  it  should  lie  in  the  office  for  fourteen  days,  and 
added  that  it  would  not  be  enforced  if  In  the  meantime 
the  debtor  paid  the  necessary  fees,  together  with  the 
costs  now  incurred,  and  applied  for  a  further  appoint- 
ment to  proceed  with  his  public  examination.  In  the 
course  of  the  application  it  was  stated  that  the  trustee 
was  selling  some  of  the  estate,  and  that  the  debtor 
conadered  that  a  report  of  his  public  examination  at 
the  present  time  would  prejudice  the  sale.  Tha»is,of 
course,  no  new  point  in  the  idea  that  a  bankrupt  who 
refuses  to  submit  himself  for  examination  in  accordance 
with  statute  is  guilty  of  contempt  of  Court ;  bat  there 
is  something  not  a  little  humorous  in  the  idea  that  one 
who  is  supposed  to  have  been  stripped  of  all  his 
worldly  possessions  by  the  order  of  adjudication  may 
pu^  that  contempt  by  intimating  his  willingness  to  at 
a  later  date  submit  himself  for  examination,  and  upon 
payment  of  certain  fees  and  costs.  From  a  theorist's 
point  of  view,  it  might  well  be  asked  where  the  money 
to  pay  these  fees  and  costs  was  to  come  from;  but 
those  who  have  any  knowledge  of  practice  in  bank- 
ruptcy will  be  aware  that,  in  the  rardinary  coarse  of 
events,  a  bankrupt  is  always  expected  to  have  sufficient 
money  in  his  pocket  to  pay  Court  fees,  and  that  a 
debtor  who  is  absolutely  without  means  cannot  obtain 
a  receiving  order  even  upon  his  own  petitio^l^^ 
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Current  Xaw. 

Bankruptcies  and  Insolvencies. 
Dmois  V.  POrie.  C.A. 
Held,  affirming  decision  of  King's  Bench  Division, 
that  payment  of  a  debt  to  the  trustee  and  a  deed  of 
asrignmait  execated  by  tbe  creditor  does  not  relieve 
the  debtor  bom  liability  to  pay  a  second  time  to  the 
trustee  in  tbe  creditor's  subsequent  bankruptcy.— 
{TimeSf  Aug.  6.) 

CoMPANT  Law. 
In  re  Buhlmann  Incandescent  Syndicate, 
Lim.  Buckley,  J. 

Held  that,  although  the  Court  has  jurisdiction  to 
nuke  a  winding-up  order  against  a  company  registered 
ia  Guernsey  which  is  in  process  of  voluntary  liquida- 
tion there,  the  petitioner  must  make  out  a  case  for 
compulsory  liquidation. — (Times,  Aug,  x.) 


Cotce0pon^ence  anD  Enautrtes- 


All  cofliniaalcatiolu  to  the  Bdttw  shonld  be 
by  letter  o«ly. 


{We  me  ml  all  times  ready  U  insert  torresfpndtme  on 
mmtUrs  »f  iiUmst  U  the  Pr^fessioHt  hU  we  de  net  of  courst 
iM  mrteiwe*  m  amy  way  resfamiibU  for  the  ofimom 
awfowMMd  hy  oar  emrretfomdents.  Corrufondtaee  intended 
ftr  tmrtmi  isime  most  reach  nt  at  the  iatttt  by  Wednesday 
a/tumaam:  and  must  in  all  eases  ke  aceempamed  ty  tht 
mamt  and  address  of  correspondents,  nei  necessarily  fat 
fmHicntian,  knt  as  a  gmarantu  of  good  faith.] 


Secret  Reserves. 
{To  the  Editor  of  The  Accountant.) 
SiK, — In  the  leading  article  of  your  issue  of  last 
Saturday  dealing  with  the  abuses  which  you  imagine 
SeCT^  Reserves  may  lead  to,  you  speak  of  the  posd- 
iS&ty  oS  tbe  secret  funds  being  employed  in  paying 
corm|^  bribes.  Yon,  however,  entirely  overlook  the 
fact  that  directors  can  just  as  easily  employ  the  general 
funds  of  m  ccnnpany  In  the  same  way,  for  the  share- 
holders as  a  rule  have  no  right "  to  call  for  an  account " 
of  any  the  expenses  incurred  by  a  company,  whether 
internal  ok  otherwise.  The  Balance  Sheet,  which  they 
are  entitled  to  see,  only  shows  the  position  of  a  company 
at  a  paitlciilar  moment  of  time  and  gives  no  indication 
of  iKnr  fliat  position  was  arrived  at.  So  directors  of  a 


company  having  no  internal  reserve  can  bribe  to  their 
heart's  content  if  it  pays  to  do  so,  without  tbe  general 
body  of  shareholders  knowing  anything  about  it. 
Though  why  you  should  suppose  that  directors  are 
greater  rogues  than  shareholders  or  than  any  other 
class  of  persons  I  don't  know. 

Another  danger  you  fancy  you  have  discovered  in 
internal  reserves  is  the  supposed  facilities  they  offer  to 
directors  for  corruptly  applying  the  funds  of  S  company 
to  the  benefit  of  themselves  uid  their  friends  and  to 
the  injury  of  the  company  itself.  This,  however,  is 
almost  as  fanciful  as  your  first  supposition.  The 
protection  afforded  to  shareholders  against  directors 
cheating  them  lies  first  of  all  In  appointing  men  of 
reputation  to  be  directors,  and  a  second  protection  is 
the  auditor,  who  has  just  as  great  powers  in  connection 
with  the  internal  reserve  as  with  the  general  funds  of  a 
company ;  and  it  is  his  duty  to  report  if  the  directors 
misappropriate  any  of  the  funds,  whether  secret  or 
otherwise. 

The  one  other  danger  which  occurs  to  your  imagina* 
tion  is  the  opportunity  an  internal  reserve  affords 
directors  of  "  levelling  up  "  profits  in  bad  years,  and 
thus  concealing  losses  occasioned  by  mismanagement, 
recklessness,  or  their  own  fraudulent  dealings.  But 
you  forget  that  directors  who  possess  the  cautious 
spirit  that  leads  them  to  not  show  as  much  profit  as 
has  really  been  made  are  not  the  sort  of  persons  to  do 
these  things ;  and  as  to  personal  fraud,  I  have  already 
pointed  out  that  the  shareholders  are  protected  against 
this  by  their  auditor,  who  affords  a  better  safeguard 
than  could  possibly  be  obtained  by  the  publication  of 
a  full  Balance  Sheet.  It  must  be  remembered,  too, 
that,  with  powers  for  an  internal  reserve,  the  excess  of 
assets  over  liabilities  shown  on  the  published  Balance 
Sheet  must  always  be,  at  any  rate,  as  good  as  stated. 

Internal  reserves  well-managed  companies  will  have. 
If  they  are  not  authorised,  they  will  be  formed  without 
authority ;  and  in  companies  not  possessing  the  powers 
in  question,  auditors  have  often  to  listen  to  all  sorts 
of  strained  arguments  attempting  to  justify  Secret 
Reserves  made  in  prosperous  years,  while  the  only  real 
justifications  for  them  are  (i)  the  existence  of  a  half- 
realised  custom,  and  (a)  the  &ct  that  tiiey  are  in 
the  interests  of  the  uodertaking.  It  seems  to  me  mnch 
more  straightforward  to  have  such  reserves  properly 
authorised,  and  I  am  sorry  that  you  raise  ill-considered 
and  fanciful  objections  to  them,  whiph.  objections  are 
published  in  other  papers  fti^i8i^b«^nitiK^^^<ict£  of 
the  accoontancy  profession.   From  fong  ancTvarier 
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experience  of  the  working  of  snch  powers  I  have 

always  found  them  to  be  wholly  on  the  side  of  truth, 
for  they  enable  directors  and  auditors  to  give  informa- 
tion to  shareholders  or  to  withhold  it  from  them  in  an 
entirely  honest  and  straightforward  way,  which  is 
hardly  the  case  when  the  "discreet  reticence"  you 
advocate  has  to  be  exercised  in  connection  with 
unauthorised  Secret  Reserves. 

•  Yours  truly, 

ERIC  M.  CARTER. 

Birmingham,  ist  August  igo6. 

[Our  correspondent  has  evidently  misread  our  last 
article,  bnt  it  does  not  seem  to  us  worth  while  to 
repeat  the  arguments  contained  therein.  We  may 
point  out,  however,  that  it  Is  quite  erroneous  to  suppose 
that  with  an  internal  reserve  (of  the  kind  under 
discussion)  the  excess  of  assets  over  liabilities  must 
always  be  as  good  as  stated  in  the  published  Balance 
Sheet:  as  Mr.  Buckmaster  pointed  out,  the  moneys 
set  aside  may  be  invested  in  an  unlimited  liability 
concern,  and  thus  be  of  minus  value.  Of  course, 
everybody  knows  that  well-managed  companies  will 
always  have  secret  reserves :  it  is  their  abuse,  not  their 
use,  that  is  objectionable. — Ed.  Acct.] 


Income  Tax— Payment  of  Back  **Duty"  by 
Executor*— Liability  to  Residuary  Legatees. 

{Te  tht  Editor  of  Tht  Acemaant.) 

Sir, — I  recently  heard  of  a  rather  interesting  case 
regarding  the  responsibility  of  executors  who  consider 
it  th«r  duty  to  atone  for  the  alleged  mns  of  their 
testator  by  paying  up  "  Back  Duty "  to  the  Inland 
Revenue  authorities. - 

A  manofactnrer  died  leaving  a  prosperous  business ; 
the  executors  proved  the  will,  and  after  having  sold  the 
business  they  were  requested  by  the  Surveyor  of  Taxes 
of  the  district  to  favour  him  with  a  visit.  The 
executors  duly  called  upon  the  Surveyor,  who  alleged 
false  returns  on  the  part  of  the  late  manufacturer  for 
years,  and  after  several  interviews  the  executors  finally 
settled  the  matter  by  paying  to  the  Inland  Revenue 
authorities  a  large  snm  of  money,  supposed  to  repre- 
sent the  duty  lost  by  the  Revenue  dnring  the  last  ten 
years. 

The  reridnaxy  l^atees  under  the  will,  however,  have 

taken  a  different  view  of  the  matter ;  they  say  that  the 
executors  had  no  right  to  have  paid  this  large  sum  of 
money,  that  it  was  a  purely  voluntary  payment,  and 
that  the  Inland  Revenue  authorities  could  not  legally 


have  recovered  it,  and,  therefore,  that  they  intend  to 
hold  the  execators  personally  liable  to  make  good  the 

amount. 

It  would  be  interesting  to  know  whether  the 
executors  can  be  held  peiwnally  liable  for  this 
amount ;  and,  if  so,  and  they  have  It  to  pay  out  of 
their  own  pockets,  whether  they  will  be  able  to  obtain 
repayment  of  the  same  from  the  Inland  Revenue 
authorities. 

Perhaps,  Mr.  Editor,  you,  or  some  of  your  readers, 
will  express  an  opinion  regarding  the  steps  that  should 
be  taken  by  an  executor  under  the  before-mentioned 
circumstances. 

Yours  faithfolly, 

A.C.A. 


Capital  Expenditure  and  Discounts. 

(Tc  tit  EOt'tor  of  Tkt  AeeMintanS.) 

Sir, — The  question  raised  by  "  F.  R.  M."  in  your  issue 
of  the  sist  inst.  is  of  more  Importance  than  at  first 
^gbt  seems  apparent,  and  it  is  for  the  reason  that  I 
think  the  question  should  be  still  further  ventilated 
that  I  am  adding  a  few  words  to  the  discussion. 

Your  foot-note  to  the  question  in  the  issue  of  the  aist 
inst.,  viz.,  that  probably  the  amount,  i.e.,  £500,  would 
be  legally  divisible,  and  also  your  amplified  remarks  on 
the  matter  in  your  issue  of  the  28th  inst.  to  the  same 
effect,  give  one  the  opportunity  of  enquiring  when  the 
dictum  was  laid  down,  and  whence  the  evidence  of  it 
may  be  found,  that  cash  discounts,  whatever  the  nature 
of  the  purchase  may  be,  are,  from  a  strictly  legal  point 
of  view,  capable  of  being  credited  to  Revenue,  and  are 
thus  l^ally  divisible. 

May  I  be  allowed  to  say  that  I  hold  a  distinctly 
opposite  view. 

In  the  ordinary  course  of  things  a  purchase  of 
machinery  and  plant  is  made  with  the  intention  of 
increasing  the  output  of  the  manufactured  article  and 
the  earning  capacity  of  machinery  and  plant  already 
in  use. 

If  expectations  are  realised  the  result  attained  will 
be  evidenced  by  an  increase  in  the  balance  of  the 
Profit  and  Loss  Account ;  but  to  argue  that  a  so-called 
Profit  can  be  earned  by  purchasing  machinery,  simply 
by  making  a  cash  payment  within  a  certain  time,  is,  to 
my  mind,  imprudent,  impracticable,  and  indefensible. 

Leaving  out  of  the  question  for  the  moment  the  fact 
that  money  may  have  to  be  borrowed  in  order  to  obtain 
the  discount,  and,  therefgre^.^^^  ^^^|;|^^E|^^arge 
against  Revenue  for  intelPest  on  ^he  same,  iUas  been 
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advanced  that  a  purchase  of  machinery  which  may  be 
invoiced,  say,  at  the  sum  of  ;f  5,000,  and  for  which  cash 
has  been  paid  within  a  certain  time  to  the  tune  of 
1^4,500  (tbas  obtaining  an  allowance  of  £500  for 
discount),  shoald  be  debited  whtdly  to  Machinery 
Account,  and  stated  on  the  Balance  Sheet  at  the  same 
figure,  viz.,  £s>ooo ;  the  ^500  obtained  in  respect  of 
discount  Iwing  credited  to  Revenue. 

This  is  entirely  against  the  great  fondamental 
prindples  with  which  we  have  been  inculcated  from 
our  youth  upwards— viz.,  that  assets  with  earning 
capacities  should  be  stated  at  tut  cost  price  (or  under). 

It  is  easy  to  see  that  the  machinery  in  question 
(snl^ect,  of  course,  to  improvements  and  fluctuations) 
can  be  replaced  practically  at  any  moment  for  the  sum 
of  £4^500. 

Why,  then,  should  the  gross  amount  of  j{'s,ooo  be 
stated  in  the  Machinery  Account  and  on  the  Balance 
Sheet  as  being  the  value,  and  apparently  the  cost  of  the 
machinery  purchased  ? 

Id  order  to  illustrate  my  point,  a  few  details  in 
connection  with  a  supposititious  company  would  not 
be  ont  of  place. 

Presume,  then,  that  a  small  going  concern  is,  for 
family  and  other  reasons,  turned  into  a  private  limited 
company  having  a  capital  of  £6,000  made  up  as  to 
j^i,5oo  Cash  in  bank 
£t,ooo  Trade  Debtors 
j£'i,Soo  Stock  on  hand 
£2jooo  Machinery  and  Plant 

jf6,ooo 

the  liabilities  not  being  taken  over. 

The  directors,  seeing  an  opportunity  of  increasing 
the  turnover,  decide  to  lay  down  more  machinery,  for 
which  they  have  ample  cash  in  hand  to  make  the 
payment. 

They  buy  machinery  to  the  amount  of  1,600  on  the 
terms  of  three  months'  credit  net  and  10  per  cent. 
(Uscoont  for  cash  (terms  which  in  practice  are  found  to 
be  by  no  means  uncommon),  and  decide  to  obtain  the 
discount  by  a  prompt  payment  of  cash. 

They  thus  obtain  a  rebate  of  160,  which,  according 
to  the  strictly  legal  point  of  view,  as  you  say,  may  be 
credited  to  Revenue. 

Meanwhile,  this  healthy  little  company  meets  its 
liabilities  with  cash  received  from  debtors,  &c.,  and  at 
the  half-yearly  period  finds  that  it  has  a  small  balaoce 
to  the  credit  of  Profit  and  Loss  Account,  excluding  the 


amount  of  £160,  discount  obtained  on  the  purchase  of 

machinery. 

Now,  Sir,  comes  the  crucial  point.  The  total  balance 
to  the  credit  of  Profit  and  Loss  Account  is  suffioiftnt  to 
pay  an  interim  dividend  at  the  rate  of  5  per  cent, 
per  annum  on  the  total  capitaL 

You  say  the  directors  would  be  legally  correct  in 
making  the  payment.  My  point  is  that  an  interim 
dividend  so  paid  woujd  be  paid  out  of  capital,  as  the 
balance  to  the  credit  of  the  Profit  and  Loss  Account 
does  not  represent  the  true  net  profit  for  the  period, 
and  that  per  contra  the  asset  for  machinery  is  over- 
stated by  the  sum  of  £160;  the  actual  cash  paid,  viz., 
jfi,44o,  being  the  amount  that  ought  to  be  debited. 

The  case  instanced  may  appear  to  be  highly 
imaginative,  but  it  illustrates  my  point,  and,  after  all, 
it  is  probably  not  so  impracticable  as  it  may  seem. 

To  revert  for  one  moment  to  the  case  of  a  company 
having  to  pay  interest  for  the  accommodation  of  money 
in  order  to  obtain  cash  discounts  on  its  purchases. 

I  grant  you,  Sir,  that  there  will  be  a  charge  against 
Revenue  for  interest  on  the  amount  loaned  for  the 
purpose  of  buying  the  machinery — say,  to  the  bankers 
by  way  of  an  increased  overdraft,  or  otherwise— but  it 
should  be  borne  In  mind  that  the  interest  charged,  say, 
at  the  usual  rate  of  5  per  cent.,  is  calculated  at  per 
ann  um  ;  taking  the  fact  into  account  that  the  machinery 
cannot  be  obtained  at  a  discount  unless  paid  for 
within,  say,  three  months,  the  accommodation  is 
required  for  that  period  only — viz.,  three  months. 
This  means  that  the  interest  payable  will  be  at  the 
rate  of  5  per  cent,  for  three  months — or  at  the  rate 
of     per  cent,  per  annum — on  the  amount  loaned. 

Working  on  the  example  shown  above,  there  would 

be  a  charge  against  Revenue  to  the  amount  of  £1%,  tiiis 
being     per  cent,  on  the  amount  loaned,  viz.,  j^ii44o. 

I  now  maintain  that  of  the  £j6o  allowed  as  dis- 
count £i%  only  of  that  sum  ought  to  go  to  the  credit 
of  Revenue,  in  order  to  balance  the  item  of  Interest 
charged  per  contra ;  and  the  balance  of  £142  credited 
to  the  Machinery  Account,  in  order  to  bring  it  to  the 
net  cost  price,  for  reasons  which  I  have  before  stated. 

I  must  apologise  for  trespassing  on  your  space  to 
such  a  large  extent,  my  letter  being  more  lengthy  than 
I  at  first  anticipated,  bat  I  should  like  to  add,  in  con- 
clusion, that  I  have  been  an  advocate  of  the  above 
principle  for  a  number  of  years,  and  have  still  to  find 
the  business  man  who,  after  going  ezhaust^^y  int- 
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the  matter,  would  have  the  transactionB  stated 
differently  in  the  accounts. 

I  am,  dear  Sir,  yours  faithfully, 

July  31st  1906.  BENVENUTO. 

[Our  correspondent  states  his  case  well,  but  it 
amounts  to  nothing  more  than  a  demonstration  of  the 
inexpediency  of  adopting  a  coarse  which  we  have 
already  referred  to  as  undesirable.  If  a  company's 
memorandum  entitles  it  to  make  profits  by  taking  cash 
discounts,  those  cash  discounts  (if  taken)  must  be 
legally  receipts  on  Revenue  Account. — Ed.  Acct.] 


Relative  Value  of  B.Sc.  and  B.C0111.  Degrees. 

(To  tht  Editor  of  Tht  AceountoHt.} 
5]R, — There  are  probably  several  men  who  having 
reached  the  goal  of  their  ambition  find  their  ambitioa 
still  insatiate,  and,  Napoleon -like,  survey  the  surround- 
ing ground  for  more  victories  to  gain  or  more  degrees 
to  obtain.  Tbey  recognise  that  they  are  not  quite  the 
finished  article  which  five  years  ago  they  expected  they 
would  be,  and  whilst  perhaps  the  thing  most  necessaiy 
is  experience,  there  is  still  more  knowledge  to  acquire. 
More  is  expected  of  an  accountant  (Chartered)  than 
ability  to  draw  op  a  Balance  Sheet,  and  if  he  wishes  to 
succeed  he  must  look  to  it  that  he  can  fulfil  what  is 
expected  of  him.  There  are,  I  think,  three  "lists"  in 
which  the  young  and  newly-created  A.C.A.  may  enter: 
the  laurels  respectively  are  the  Bachelor  of  Commerce 
degrees  at  Birmingham  and  Manchester,  and  the  B.Sc. 
(in  Economics,  including  Accountancy)  at  London 
University.  The  two  former  have  been  recommended 
by  leading  members  of  our  Institnte.  The  course  of 
training  is  on  similar  lines  in  each  case,  and  the  question 
which  presents  itself  is :  Which  will  have  the  greatest 
value  commercially,  or  which  will  be  the  best  training 
for  me  as  a  Chartered  Accountant  ?  The  chief  drawback 
in  the  case  of  Birmingham  is  that  the  lectures  are 
delivered  daring  the  day,  which  makes  it  almost 
impossible  to  do  any  regular  professional  work,  whilst 
at  Manchester  the  course  is  arranged  so  that  evening 
students  can  qualify  for  the  degree.  The  question  one 
asks  ahout  the  London  B.Sc.  (Econ.)is:  Is  a  science 
degree  likely  to  be  regarded  as  favourably  in  the  com- 
mercial world  as  a  "  commerce  "  degree  ?  The  require- 
ments for  the  B.Sc.  appear  rather  more  stringent  than 
for  either  of  the  other  two,  and  its  syllabus  appears 
quite  as  commercial,  which  makes  it  seem  a  pity  the 
degree  is  not  designated  "  B.Com.  (London)."  The 
lectures  of  the  London  School  of  Economics  are  at  soch 


hours  as  would  not  as  a  rule  interfere  with  professional 
work.  I  should  greatly  value  your  opinion  and  advice 
on  the  value  of  the  three  d^rees  named,  and  others  (if 
any). 

Yours,  &c., 

August  tit  1906.  FLEDGELING. 

[We  shall  be  glad  to  hear  the  views  of  other  corre- 
spondents on  this  interesting  subject.  We  may  point 
out,  however,  that  the  curriculum  of  Birmingham  and 
Manchester  in  each  case  involves  local  residence ; 
whereas  this  is  not  essential  for  the  London  degree, 
althon^^  doubtless  highly  dmirable. — Ed.  AuWl 


Deeds  of  Assignmeat  and  Execution  Creditors. 
{To  tkt  BHUr  of  TMt  Aecomntant.) 

Sir, — As  your  readers  well  know,  it  is  somewhat 
dangerous  to  differ  from  Mr.  S.  S.  Dawson,  and  when 
I  penned  my  simple  note  I  had  no  idea  I  should  fall 
foul  of  so  redoubtable  an  antagonist.  He  is  quite  right 
that  I  have  not  by  me  at  present  a  report  of  the 
Harland  v,  Binks'  case,  and  I  do  just  now  envy  him  the 
possession  of  his  wetl-stored  library.  The  quotations 
he  gives  from  that  case  and  from  Adnitt  v.  Hands 
would  seem,  at  a  first  glance,  to  settle  the  point 
decisively. 

In  the  absence  of  a  full  report  I  am  at  a  disadvan- 
tage, but  as  I  read  Mr.  Dawson's  quotations,  there  is  a 
substantial,  if  not  an  important,  distinction  between 
the  two  cases.  Harland  v.  Binks  decided  that,  under 
the  circumstances  of  that  case,  it  wa?  necessary  that 
the  trustee  should  ^ow  the  existence  of  a  trust  com- 
municated to  at  least  one  creditor,  and  not  dissented 
from  by  him.  But  in  Adnitt  v.  Hands  the  Judges 
required  proof,  not  of  the  existence  of  a  trust,  but  of 
the  irrevocability  of  the  instrument,  and  said  that  a 
trust  communicated  to  a  creditor  and  not  dissented 
from  by  him  is  merely  one  incident  of  irrevocability. 
I  imagine  that  this  case  was  decided  before  the  1887 
Act  (was  it  ?),  and  I  should  like  to  know  if  Mr.  Dawson 
would  now  contend  that  a  registered  deed  is,  under  any 
circumstances,  revocable.  I  take  it  that  "  revocation  " 
refers  to  the  power  effectively  exercisable  by  a  debtor, 
and  if  the  exercise  of  the  power  cannot  be  made  effec- 
tive except  by  an  order  of  Court,  the  word  "  revoca- 
tion "  at  once  assumes  a  new  meaning.  There  may  be 
other  incidents  of  irrevocability,  including  registration. 

There  is  at  least  one  recent  decision  that  an  assign- 
ment and  a  trust  in  a  deed  of  arrangement  may  be 
separable,  and  that  the  '^j^^^^^^^^^^^^f  (^^i^^ 
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the  trust  is  inoperative.  Mr.  DawsoQ  will  hardly  con- 
tend that  where  an  assigament  is  completed,  revocation 
b  fquivalent  to  nullifying.  Otherwise,  why  does  he 
invoke  the  statute  of  Eliz.,  cap.  5,  to  set  aside  an 
uaiKainent  where  the  trust  is  inoperative  ?  Whilst  I 
still  doubt  if  to-day  the  two  jadgments  quoted  would 
receive  the  limited  interpretation  Mr.  Dawson  puts 
npoD  them,  I  quite  agree  that  it  is  safer  to  have  the 
■stent  of  a  creditor  to  complete  the  trust. 

I  take  the  following  from  Wetherfield's  "  Law  of 
Private  Arrangements,"  published  about  i8ti8  :— 

"  If  a  short  deed  be  drawn  up  by  which  the  debtor 
astigns  all  bis  property  to  someone,  as  trustee  for  the 
benefit  oi  creditors  generally,  that  deed  will  protect  the 
debtor's  property  against  any  subsequent  execution. 
This  elbct  results  from  the  bet  that  the  execution  of 
the  deed  by  the  debtor  operates,  whiU  unrevoked,  to  vest 
all  bis  property  in  the  trustee,  and  thus  to  pass  it  out  of 
himself,  with  the  conseqnence  that  it  cannot  be  seized 
in  satisfaction  of  his  debts."  Glegg  v.  Rees,  L.R.  7 
Ch.  App.  71. 

"  A  deed  of  assignment  will  serve  its  first  purpose  of 
protecUng  the  debtor's  property,  ahhough  it  be  subse- 
quently set  aside  as  an  act  of  banhruptcy,  which  it  is, 
or  althongh  it  be  afterwards  revoked  by  the  debtor  him- 
self on  the  ground  that  it  was  merely  a  voluntary 
assignroeat  made  for  his  own  benefit,  and  which  created 
no  trust  for  the  benefit  of  his  creditors,  and  so  was  not 
tnnding  upon  himself  after  revocation." 

*'  Thb  poiat,  as  to  revocation,  is  of  practical  import- 
ance, because  it  may,  and  often  does,  happen  that  a 
debtor  who  is  deurous  of  stopi»ng  an  execution,  hastily 
signs  a  deed  of  assignment  with  that  view,  and  then,  at 
a  snbaeqnent  meeting,  wishes  to  make  an  arrangement 
of  either  composition  or  inspectorship.  In  such  a  cast, 
if  tit  dad  1ms  not  been  communicattd  to  the  creditors,  and 
Aji  only  been  txecuttd  by  the  debtor  and  his  trustee,  and  used  to 
defeat  an  exttnlion,  it  can  then  be  quietly  revoked  and 
cancelled  by  the  debtor,  and  an  entirely  new  deed 
sabsutnted." 


iist  July  1906. 


Yours  obediently, 

DAVID  P.  DAVIES. 


Check  Figures. 
(Tt  ike  Editor  of  Tit  Aecomrntant.) 

Sir, — Referring  to  Mr.  Frings'  letter  in  your  issue  of 
2Stb  alt.  I  am  perfectly  conversant  with  his  system. 

Fn^Mibly  in  stating  that  a  third  addition  is  necessary 
be  has  overlooked  the  value  of  an  up  and  down  cast. 

I  may  have  been  wrong  in  stating  that  the  check- 
figore  was  entered  first  in  the  Day  Book,  &c.,  had  the 
statement  applied  to  his  system,  but  it  did  not.  By 
enteriog  the  check-figure  on  the  original  slip,  or  Day 


Book,  however,  I  could  save  the  Ledger  clerk  a  con- 
siderable amount  of  the  time  occupied  undo:  Mr. 
Frings'  method,  but  this  would  probably  not  be  con- 
sistent with  the  latter's  desire  for  the  secrecy  of  his 
system ;  the  check  of  the  posting  of  the  accurate 
original  amount  would,  I  think,  also  be  more  readily 
assured. 

A  check-figure  does  not  prevent  fraud.  It  may 
prevent  clerical  errors,  but  I  have  met  cases  where 
the  check-figure  had  failed  to  locate  errors,  rare 
coincidences  certainly,  but,  although  agreeing  in  the 
aggregate,  both  the  amount  and  the  check-figure  were 
wrong. 

I  shall  be  delighted  to  see  Mr.  Frings  as  be  suggests, 
as  he  must  be  able  to  give  some  interesting 
information. 

I  believe  some  check-figure  experts  do  not  impress 
upon  the  people  to  whom  they  try  to  introduce  the 
check-figure  that  accountants  are  anything  more 
than  a  glorified  check-figure  themselves;  bat,  of  course, 
Mr.  Frings  fully  appreciates  that  a  C.A.  is  more 
interested  in  legal  aspect,  principle,  and  commercial 
economy  than  clerical  errors. 

Yours  faithfully, 
3»(j  A  ugust  1906.  H.  T.  L. 


Parliamentary  Companies  and  their  Capital 
Accounts. 

fTo  tit  Editor  of  Tit  AecountMt.) 

Sir, — A  limited  company  with  which  I  am  connected 

had  on  its  incorporation  a  capital  of  ^10,000. 

Shortly  after  its  incorporation  the  company  applied  for 
and  obtained  a  provisional  order  wherein  the  nominal 
capital  of  the  proprietors  was  stated  as  ;f  15,000. 

The  Registrar  of  Joint  Stock  Companies  immediately 
applied  for  and  was  paid  duty  on  the  extra  jf5,ooo. 

The  point  now  arises:  In  the  "  Statement  of  Share 
Capital"  (A)  what  should  the  amount  of  the  "Total 
amount  authorised  "  be  stated  at,  /'io,ooo  or    15,000  ? 

It  seems  to  me  that  the  amount  authorised  by  the 
provisional  order  overrides  the  provisions  of  the 
memorandum,  and  that  the  amount  should  be  stated  at 
;£'i5,ooo,  yet  the  directors,  secretary,  and  solicitors  think 
that  ;^io,ooo  is  the  correct  figure. 

I  should  be  glad  of  your  early  reply  in  the  columns 
of  The  Accountant,  and  beg  to  remain, 

Yqurs  truly,. 

Digitized  by  LjOOgcC 
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Company  Liquidation. 

(Te  the  Editor  of  The  Accountant.) 

Sir, — At  the  end  of  the  first  year  of  the  voluntary 
liquidation  of  a  company,  I  made  the  usual  return  of 
receipts  and  payments  to  the  Registrar,  made  up  to 
July  1906,  the  last  receipt  being  one  for  /135,  received 
00  June  27th,  and  the  balance  in  hand  being  ^^85. 

The  Board  of  Trade  thereupon  sent  me  a  notice  to 
pay  in  the  balance  of  to  the  Companies  Liquidation 
Account,  in  spite  of  the  fact  that  Section  15  (3)  of  the 
Companies  (Winding-up)  Act  of  i8go  says :  "  If  it 
"  appears  from  any  such  statement  or  otherwise  that 
"  any  liquidator  of  a  company  has  in  his  hands  or  under 
"his  control  any  money  representing  unclaimed  or 
"  undistributed  assets  of  the  company  which  have 
"  remained  unclaimed  or  undistributed  for  six  months 
"  after  the  date  of  their  receipt,  the  liquidator  shall 
"  forthwith  pay  the  same  to  the  Companies  Liquidation 
"  Account  at  the  Bank  of  England  " ;  and  they  justify  their 
request  by  saying  that  the  amount  in  question  represents 
the  minimum  balance  under  the  liquidator's  control  for 
six  months  immediately  preceding  the  date  to  which  the 
statement  of  account  is  brought  down,  and  is  therefore 
payable  into  the  Companies  Liquidation  Account  in 
pursuance  of  Section  15  of  the  Companies  (Winding- 
up)  Act,  i8go,  and  Rule  174  (2)  of  the  Companies  (Wind- 
ing-up) Rules  1903. 

It  appears  to  me  that  they  are  not  entitled  to  ask  for 
any  money  to  be  paid  in  until  the  expiration  of  six 

months  from  27th  June  1906,  but  the  Board  of  Trade 
say  that  the  amount  is  arrived  at  as  follows : — 

Balaoce  in  January  190G  . .      . .  688  o  o 

Payments  unce  o  o 

Liss  Receipts   206   o   o     603   o  o 

Minimum  balaoce  conttnuonsly   

in  haod  for  six  months       . .  ^85   o  o 

I  should  feel  obliged  if  some  of  your  readers  who  are 
experienced  in  company  liquidation  will  inform  me 
whether  they  consider  the  claim  ot  the  Board  of  Trade 
is  justified,  or  is  one  tliat  is  usaally  made  and  complied 
with. 

Yours  faithfully, 
August  8th  1906.  TUNISIAN. 


petsonaU 

Messrs.  Parkinson,  Mathbr  &  Co.,  Chartered  Acconn-  | 
tants,  8  King  Street,  Manchester,  announce  that  they  have  ' 
recently  taken  into  partnership  Mr.  Joseph  Bell,  A.C.A.,  | 


and  Mr.  H.  C.  Hobbins,  A.C.A.,  both  of  wbtmi  served 
articles  in  their  office,  and  have  been  for  many  years 
members  of  their  staff.  Mr.  Chas.  E.  Mather,  having 
accepted  a  position  with  a  firm  in  Mew  York,  will  be  availaUe 
as  their  agent  for  American  bunness. 

Mr.  Williau  Rose,  Chartered  Accountant,  annonnces 
that  he  has  removed  to  St.  Nicholas'  Chambers,  Amen 
Corner,  Newcastle-upon-Tyne. 

Messrs.  Mather,  Robertson  &  Hill,  Chartered 
Accountants,  22  Gt.  Winchester  Street,  London,  E.C., 
announce  that  the  following  changes  have  been  made 
in  their  partnership  arrangements.  Their  senior  partner. 
Mr.  Mather,  has  retired  from  the  London  bosiaess, 
and  will  devote  his  full  attenrion  to  the  Manchester  firm 
(Parkinson,  Mather  &  Co.).  Mr.  Robertson,  though 
retaining  a  partnership  interest  in  the  Manchester  firm, 
becomes  the  senior  partner  in  the  London  firm,  which  will 
be  conducted  as  Robertson,  Hill  &  Co.  They  wilt  also 
act  as  London  agents  of  the  Manchester  firm. 


Ileview. 


Oulde  to  the  Formation,  Registration,  and  Manage- 
ment of  Companies  Registered  under  tiie  Com- 
panies Acts,  1863  to  I  poo. 


By  H.  V.  Bainbs,  Soliclt<ff. 


London.  1906 :  Pttarse,  Morrison  ft  Son,  66  Leadenhall 
Street,  B.C.   Price  2s.  6d. 

This  Guide  is  in  the  form  of  a  chart,  showing  practically 
at  a  glance  the  effect  of  the  leading  provisions  in  connection 
with  the  Companies  Acts,  framed  more  especially  from  the 
point  of  view  of  the  promoter  and  director,  but  not  without 
interest  to  the  aoditor  and  liquidator.  The  subject-matter 
is  dealt  with  under  the  headings  of  Prospectus,  Memorandum 
of  Association,  Articles  of  Association,  Registration  and 
Incorporation,  Appointment  and  Qualification  of  Director, 
Allotment,  Commencement  of  Business,  Statutory  and 
General  Meetings,  Mortgages  and  Charges.  Auditors,  and 
Transfers,  references  Iwing  given  nnd«r  each  of  the  numerous 
sub-headings.  The  only  fault  that  we  have  to  find  with  this 
Guide  is  its  price,  which  seems  excessive  for  the  practical 
equivalent  of  six  sheets  of  foolscap  paper.  If,  however,  it 
were  to  be  issued  mounted  on  cardboard,  and  varnished,  it 
I  ^ould  command  a  ready  sale  as  a  convenient  and  concise 
index  to  the  more  material  provisipns  of  the  whole  of  the 
'  Companies  Acts.  Digitized  by  ^OOQIC 
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ComiMntes  (HOlinMng-iip). 

Fifteeath  Oeaeral  Annoal  Report  by  the  Board 
of  Trade  under  Section  39  of  the  Companies 
(Wlndlns-up)  Act,  1890. 

{Concluded  from  page  143.) 
The  Bataar  Suffly  Astoeiation^  Zim.  {Neweastle-on-Tyne). 

This  association  affords  an  illustration  of  the  ease  with 
which  limited  companies  are  able  to  obtain  credit, 
iaqniries  as  to  their  stabili^  beii%  apparently  seldom 
made  by  intending  creditors.  The  association  was  formed 
by  one  Tempest  in  1896,  and  carried  on  the  business  of 
6.*3d.  and  id.  bazaars.  The  share  capital  issued  was  ^£'306, 
of  which  ^153  is  still  uncalled  and  irrecoverable.  Tempest, 
who  was  not  a  shareholder,  treated  the  concern  as  bis  own 
business ;  no  meetings  were  called,  nor  accounts  prepared, 
the  banking  account  was  kept  in  the  name  of  a  clerk,  and 
in  fact  the  only  pretence  made  of  carrying  on  the  business 
as  a  company  was  the  filing  of  the  statutory  annual 
xetoms.  The  Official  Receiver  states  that  the  sl^test 
inqoizy  would  have  sufficed  to  put  creditors  on  their 
guard.  The  assets  will  be  insufficient  to  meet  the  claims 
of  the  preferential  creditors,  and  unsecured  creditors  to 
the  extent  of  £ifiS9        suffer  a  total  loss. 

Imsuratue  Companits. 
Two  companies  calling  themselves  insurance  oom. 
panics  have  been  wound  up  during  the  year.  In 
neither  case  was  there  any  adequate  capital,  and 
in  each  case  the  business  of  life  assurance  was 
expressly  excluded  from  the  powers  of  the  company,  the 
object  of  this  exclusion  being  to  avoid  the  statutory 
liabili^  to  deposit  a  sum  of  j^ao,ooo  with  the  Court  as 
rec|nized  the  life  Assniance  Companies  Acts  of  all 
c3omp«iues  doing  life  assurance  busmess. 

The  CaaUe  General  Insurance  Company,  Lim.  (High 
Court),  was  formed  in  1898  with  a  nominal  capital  of 
jf  100,000  to  cany  on  insurance  business  of  all  kinds 
excepting  life.  No  bnsinesB  was  done,  nor  were  any 
shares  subscribed  until  1903,  when  the  company  amal- 
gamated with  the  Citizens*  General  Insurance  and  Invest- 
ment CcHnpany.  Lim.,  a  similar  concern  registered  in  that 
year  with  a  nominal  c(q>ital  of  ^^10,000.  A  total  capital  of 
;f  9,38a  has  been  allotted*  but  of  Oiis  j£^7i5oo  was  issued  as 
fully  paid.  The  balance  of  jfi,88a  was  subscribed  for 
chiefly  by  persons  with  whom  en^^^ments  were  made  to 
act  as  district  managers,  secretaries,  agents,  ftc,  of  the 
company,  and  the  sum  of  £1,039  received  in  respect  of  the 
shares  formed  the  only  cash  capital.  The  total  risks  under- 
taken cannot  be  accnratdy  ascertained,  as  no  proper 
acxoonts  were  kept,  but  to  the  extent  the  books  disclose 
its  business  the  total  risks  probably  exceeded  1,500,000. 
It  is  cibvioDs  that,  with  a  cash  capital  of    1,039  the  com- 


pany was  not  in  a  poutioa  to  properly  undertake  any 
insurance  business  whatever.  It  appears  to  have  been  its 
regular  practice  to  dispute  all  claims  that  might  arise,  but 
owing  to  the  imperfect  records  and  scanty  accounts  it 
cannot  be  stated  what  the  total  claims  amounted  to.  The 
company  appointed  numerous  agents.  A  large  proportion 
of  its  present  liabilities  are  due  abroad,  whence  its 
premium  income  was  largely  derived.  Of  the  total  premium 
income,  returned  at  £7,310  17s.  6d.,  a  German  re-insurance 
company  contributed  ;^3,665  net,  and  is  a  creditor  for 
£1,26$  168.  ad.  The  unsecured  creditors  in  respect  of 
insurance  claims  are  returned  at  ;f  1,743  los.  rod.,  but  it 
is  known  that  such  amount  is  far  short  of  the  actual 
liabilities.  There  are  practically  no  realisable  assets. 

The  Times  Insurance  Company,  Um.  (High  Court),  was 
fonned  in  1903  to  acquire  tiie  business  of  a  concern  called 

The  LoQidon,  Birmingham,  and  Manchester  Insurance 
Company,  Lim.  All  classes  of  insurance  business  were 
carried  on  with  the  exception  of  life  business.  Hie 
purchase-price,  jfs,ioo,  was  paid  the  issue  of  fully-paid 
shares.  A  prospeotos  was  issued  privately,  and  altogether 
some  18,986  shares  have  been  issued,  on  which  only 
£3'°53  been  paid.  The  Official  Receiver  reports  that 
persons  were  accepted  as  shareholders  without  regard  to 
their  financial  standing  or  responsibility,  with  the  result 
that  it  is  now  found  that  the  unpaid  or  uncalled  capital 
will  realise  a  comparatively  small  sum  of  money.  The 
object  of  the  directors  was,  apparently,  to  issue  capital 
with  the  object  of  being  able  to  show  that  the  company 
bad  a  large  amount  of  uncalled  capital  and  to  thereby 
induce  a  belief  in  the  stability  of  the  concern  among 
insurers. 

The  insolvency  of  the  company  is  attributed  by  the 
directors  and  manager  to  want  of  cash  to  pay  off  claims 
amounting  to  £s>ooo  tmder  policies  of  insurance.  Not- 
withstanding that  the  company  had  available  nncalled 
capital  amounting  to  over  j^i5,ooo,  of  which  ^£'5,750  was 
owing  by  the  directors  and  manager,  no  call  was  made  by 
the  directors. 

Winding-up  of  Companies  not  Hegisterei  under  ike 
Companies  Acts. 

The  operation  of  the  Winding-up  Act  of  1890  is  not 
confined  to  companies  registered  under  the  Companies 
Acts  i  the  Conrt  has  jurisdiction  to  wind  up  any  company 
so  fax  as  assets  belonging  to  the  company  in  this  country 
are  concerned,  however  the  company  may  be  constitnted, 
and  wherever  it  may  be  roistered. 

During  the  past  year  the  Storey  Cotton  Company,  regis- 
tered in  New  Jersey,  U.S.A.,  has  been  ordered  to  be  wound 
up,  and  among  the  other  liquidations  is  The  Reading 
Cattle  Market  Company,  which  was  a  company  incorpo- 
rated by  special  Act  of  Parliament.         v  j 

The  Storey  Cotton  CompiM^'^P^^t>«)t' Pdl^(^^^s 
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ngistered  in  New  Jersey,  U.S.A.,  with  a  capital  of  100,000 
doUara.  Offices  were  opened  in  Liverpool,  and  business 
of  an  outside  broker  was  carried  on,  the  chief  speculations 
being  nomiaally  cotton  futures.  The  two  persons  who  had 
acted  as  the  representatives  of  the  company  in  England 
left  England  for  the  United  States  on  the  failure  of  the 
company  and  have  not  returned.  The  Official  Receiver 
has  had  great  difficulty  in  obtaining  any  information. 
Depositors'  claims  amount  to  ^103,384,  and,  although 
certain  moneys  lying  in  the  banks  at  the  date  of  the 
winding-up  order  have  been  earmarked  to  repay  some  of 
the  depositors,  the  loss  will  probably  amount  to  aboui 
00,000. 

The  Reading  Cattle  Market  Company  (Reading)  was  a 
company  incorporated  by  the  Reading  Cattle  Market  Act, 
1850,  and  only  came  to  an  end  by  the  sale  of  the  under- 
taking to  the  Corporation  of  Reading,  the  Court  being 
petitioned  for  a  winding-up  by  the  Court  because  the  pro- 
visions of  the  Companies  Acts  as  to  voluntary  winding-up 
are  not  applicable  to  a  company  incorporated  by  special 
Act  of  Parliament. 

TJie  Angle-Egyptian  Amtcmaiie  Trading  Cemfany,  Lim. 

In  this  case  a  prosecution  was  instituted  by  the  Director 
of  Public  Prosecutions  against  Stuart  Dixon  Ross  and 
George  Bertram  Ross^  his  brother,  for  conspiracy,  and  for  , 
obtaining  mon^  by  false  pretences.    George  Bertram  j 
Ross  was  also  prosecuted  for  filing  a  false  return  under  the  j 
Con^tanies  Act,  1900. 

Both  defendants  were  convicted,  and  Stuart  Dixon  Ross 
was  sentenced  to  eighteen  months'  hard  labour  and  George  | 
Bertram  Ross  to  twelve  months'  hard  labour.  | 

Chnng  of  tlu  Liquidaiion  of  the  New  English  Bank  of  the 
Siver  Plate,  Lim.  . 
During  1905  the  liquidation  of  The  New  English  Bank  of 
the  River  Plate,  Lim.,  has  been  concluded.   The  result  ' 
of  the  liquidation  has  been  very  satisfactory,  the  total 
amount  of  the  realisations  being     1,086,864,  or  nearly 
;f6o,ooo  more  than  was  estimated  by  the  directors  and 
officers  of  the  bank.    The  Official  Receiver  reports  that 
the  chief  causes  of  this  result  have  been  Oie  improved 
conditions  in  the  Argentine,  the  gradual  fall  in  the  gold  | 
premium  during  much  of  the  period  of  the  winding-up,  and 


the  care  shown  by  his  agents  in  the  Argentine  and  Buenos 
Aires  in  dealing  with  the  assets.  The  claims  of  depositors 
have  all  been  paid  in  full,  and  holders  of  deferred 
promisscny  notes  to  the  amount  of  £9^,S6i  have  received 
dividends  of  5s.         in  the  £. 

RemuneratioH  of  Non-official  Liptidatort  in  a  IVinding-vp 
by  the  Court. 

Under  the  new  Winding-np  Rules  made  by  the  Lord 
Chancellor  in  1903,  it  is  provided  that  if  the  Board  of 
Trade  is  of  opinion  that  the  remuneration  of  a  liquidator, 
as  Bxed  by  the  committee  of  inspection,  is  unnecessarily 
large,  the  Board  of  Trade  may  apply  to  the  Court,  and 
thereupon  the  Court  shall  fix  the  amount  of  the  remunera- 
tion of  the  liquidator. 

Since  the  passing  of  this  rule,  liquidators  have  from  time 
to  time  been  informed  that  the  Board  of  Trade  propose  to 
apply  to  the  Court  in  accordance  with  the  rule  to  fix  the 
amount  of  the  remuneration.  In  each  ease,  however,  a 
voluntary  reduction  on  the  part  of  the  liquidator  has 
obviated  the  necessity  for  any  reference  to  the  Court. 

Puilie  Examinations. 
Thirty-three  persons  were  publicly  examined  during  the 
past  year,  and  tlifl  following  table  shows  tiw  figores  for 

the  past  five  years : — 


■    No.  of 
Ybw  Wiodtng-up 
'  Orders 

£xamiiuti(»w  ordered  to  be  held 

Number  of 
Companies 

in  wbich 
EumuutiH 

ordered 

Number  of 
Persons 
ordered 
to  be 

Ezunined 

Number  of 
Penons 

EuUUDCd 

M 

10 
16 
7 
11 

72       '  fi3 
«       1  13 
S3  SO 
J7  *5 
34  33 

Statisties. 

Tables  of  statistics  are  attached. 

I  am.  Six,  your  obedient  Servant, 

GsoEGx  Stafyltok  Bakmbs, 

Comptroller  of  the  Companies 
Department. 

Board  of  Trade, 
8  Delahay  Street, 
Westminster.  S.W. 
July  1906. 


Table  I. 

Statement  of  the  Narober  of  PetitioDS  presented^fbr  Winding-^p  Orde^  and  of  the  Namber_of  Winding-up  Orders  made. 

PeiUioiis 


  1  Out- 

1  standing 
atjrsi 
December 
1  1904 

Companyl^^^^l^^-jcrirs 
1 

By 
Creditors 

and 
Conbibti- 
torlM 

Total 

With- 
drawn bf 
amuiBe- 

ment 

Dis- 
missed 

Orders  foi 
Winding- 
up  by  the 
Court 

Subject 
to  super- 
visioo  of 
the  Court 

Un- 
dispoMtl 

of 

Total 

12 

z 
6 

4      ,      16           134      1  3 

I            —             3      '  — 

4       1       -       ,       56  3 

M 

30 

«7 
II 

'3 
4 

13 
I 
6 

30 

9            r6  193 

iM4       1  40 

DigjWzed 

M 
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Table  II. 

Statuibnt  (rf  Assets  and  Liabujties  in  Companies  <nxlered  to  be  wound  up  by  the  Court,  as  estimated  in  the 
Statements  of  the  Companies'  affiurs  sabmitted  by  the  Directors  or  Officers. 

(a)  In  the  High  Court. 


EatiiBRted  Assets  |  Estimated  Llabllitlet 

5     \       Properiv  1 


'c 
t 
S 

0 

u 

0 

Property 
Mort^ed 
otherwise  than 
to  Debenture 
htddm 

i 

SSlfs  Total 

Deben- 
tutes 

Other  secured 
Creditors 

Prefcr- 
enlial, 
payable 

Ordinary 

Total 

Capiul 

not 
oalled 

up 

0 

z 

To  fully 
securea 
Credllors 

To  partly 
secureu 
Creditors 

j 

Fully 
secured 

Partly 
secured 

in  full 

Cumpanies  of  which  the  Official 
Rflceivei  is  Liquidator  . . 

31 

£ 

416.S93 

£ 

32,036 

£    :  £ 

»8,5I5  637,»t6 

£ 

106,608 

£ 

318,938 

£ 

£ 
6,364 

£ 

133,038 

£ 

518.169 

£ 
I.9SO 

30 

8.798 

111,628  280,931 

76.745 

36,273 

111,043 

4.034 

377.707 

495.800 

10,709 

Total 

•3» 

577 ,K» 

40,834 

320,143  938,177 

183.333 

a44.S30 

163.943 

10,398 

409.745 

1.013^)69 

I2.6S9 

*  EidBding  two  cues  in  which  no  Statement  of  Affairs  has  been  lodged,  one  case  in  which  all  proceedings  ttave  been  stayed,  and  two 

eases  in  which  (he  winding-up  Mder  has  been  reichided. 


(b)  In  the  Palatine  Courts. 


Estimated  Assets 

Estimated  Liabilities 

Property 
Uortnged 

Capital 

0 

otherw&e  than 

'  Assets 

Total 

Deben- 
tures 

Creditors 

Prefer- 
ential, 
payable 
in  full 

Ordinary 

Total 

not 
called 
up 

0 
6 

?: 

To  fully 
secured 
Crediiors 

To  partly , 
secured  ' 
Creditors 

Fully 
secured 

Partly 
secured 

Companies  of  which  the  Official 
Reocivcr  is  Liquidator  .. 

£ 

£  £ 

£ 

£~ 

£ 

£ 

£ 

£ 

£ 

£ 

4 

43.S00 

5/>i5  33.974 

82,489 

44.458 

26,634 

8,402 

5'3 

33.  "9 

ii3.>46 

Total 

•4 

43.300 

1  S3i974 

83,489 

44.458 

8.403 

933 

j  33.129 

n3,r46 

*  ExclncUng  one  case  hi  which  no  statenwDl  of  a&irs  was  hidged. 


(c)  In  the  Connty  Courts. 


r  iiMiiii  III  which 

theOS^  Kaesrver 
n  Ligoidaior 

Ctltcs  Cuunwmlea 

Total  „  .. 


  liigit  7Pct  hy  V.  t(  )i  , 
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(lO  In  the  High  Court,  Palatine  and  Connfy  Coarts. 


Estimated  Assets 

Estimated  Liabilities 

Companic 

Property  Mortgaged 
otherwise  thsn  lo 
Debet!  ture-holders 

Other 

Total 

Other  secured 
Creditors 

;ntial, 
:  in  full 

Ordinary 

Total 

Captal 

not 
called  iq> 

No.  of 

To  futU 
secured 
Creditors 

To  partly 
secured 
Creditors 

Assets 

Deben 

Fully 
secured 

Paitlr 
seeureci 

Companies  of  which 
the  Official  Receiver 
is  Liquidator 

Other  Companies  . . 

U7 
•36 

£ 

4».033 
313.653 

£ 

31.336 
13,813 

333.383 
195.381 

£ 

677.773 
424.8+9 

£ 

130,101 

£ 

231,157 

£ 

55,9»5 
119.444 

c 

£ 

156.434 

336,917 

£ 

560,583 
675,578 

£ 

11,040 

io,7Si 

Total  .. 

83 

633,688 

46,169 

430,764 

I,I03,63I 

271,608 

284,003 

175.369 

tl^IO 

493.371 

1,336.161 

11,791 

*  Sm  twtAS  to  (a)  and  (6). 


Table  III. 

Statement  of  Capital  Allotted,  Called,  and  Paid  up  in  Companies  ordered  to  be  wound  op  by  tbe  Court. 


Capital  paid  up 

1          Number  of  Companies 

Cafrital 
offered 
for  sub- 
scription, 
inclnding 
\'endor5' 
Shares 

Capital 
allotted, 
inclodinc 
Vendors' 

shares 

Founders'  |  Preference 
Shares  Shares 

Ordinary 
Shares 

Total 

led  up 

Nominal 
Capital 

Capita] 
called  up 

Allotted  to  Vendors  j 
and  others  as  fully 
or  partly  paid  up 

Allotted  to  the  1 
Public  1 

Allolted  to  Vendors 
and  others  as  fully 
or  partly  paid  up 

Allotted  to  the  1 
Public  1 

Allotted  to  Vendors 
and  others  as  fully 
or  partly  paid  up 

Allotted  to  the 
!  Public 

Allotted  to  Vendors 
and  otbers  as  fully 
or  partly  paid  up 

Allotted  to  the 
Public 

Grots  Total 

Capital 
called 

^  «P 
but  not 
paid 

Capital  not  cal 

£ 

£ 

£ 

£ 

£ 

£  ,  £ 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

Hish  Court    . . 
Palatine  Courts 
County  Courts 

'SI 
•+ 

38 

6,578.750 
330,000 
I3g,ioo 

3,801,334 
378,310 
73,196 

2.745,675 
129,333 
68,013 

2,733.016 
129,333 
58,881 

Soo  186,871 
~  1  54,745 
—   1  7,949 

205.193 
34.903 
1,363 

1676,193 
33,893 
32.998 

648,810 
16,363 

1,865,063 
108.638 
40,947 

854.313 
119.815 
17.637 

i.7«9.576,  13,440 
218.463  759 

58-574  W 

11,659 

Total  .. 

«3 

7,037,850 

3.153,730 

3,043,910 

3,011,119 

5^  !  95i>36s 

231.457 

1.763.083 

760,008 

1,014^48 

991^65 

3,006,6131 14,506 

*  Su  notes  to  TaUs  IL  («)  and  ib). 


Table  IV. 

Statkhbnt  showing  the  Loss  to  Unsecured  Creditors  and  Contributories  in  Companies  ordered  to  be  wound  up  by  the 
Court — (a)  As  estimated  in  the  Statements  of  Affairs  submitted  by  Directors  or  Officers,  and  {b)  as  estimated  by  the 
Liquidators  in  such  cases. 


(a)  As  esdnatad  In  Statements  ot  Afialra 

(b)  As  esttmaled  by  Uquidaton 

No.  of 

Estimated 
Loss  to 
Creditors 

Estimated 
Loss  to 

Total 
Ectimated 
Loss 

No.  of 

Estimated 
Loss  to 
Crediton 

Estimated 
Loss  to 

ToUl 
EstimaieJ 
Loss 

CixnpanleR 

CoDtribn- 
tories 

Companies 

Contribu- 
tories 

High  Court 
Other  Conrts 

*S> 

*32 

£ 

430.657 

88.376 

£ 

aj72.o66 

263.793 

£ 

1,102,723 

353,069 

High  Court 

'  Other  Courts 

*Si 

'32 

t5«4.32i 

101,861 

£ 

«.5".54* 

277.849 

£ 

379.710 

Total 

83 

518.933 

2.635339 

3.154.792 

1  Total 

83 

666,181 

2.789.39s 

3,435.377 

*  5m  notes  to  Table  II.  {«)  and  (A). 

I  As  theCourtbasBot  yet  giviotts  dedsion  with  renrd  to  the  adml^UIity  of  certain  pnoft.  the  liquidator^  Nclaon  udCpmpuiy, 
Limited,  baa  been  tuwUe  to  estlmnte  tbe  lots  to  creditors  in  ttiat  ease,  and  the  figwes  of  the  Statement  [9f^^i{^^^4$¥^9^>ftpi|^a<Ied. 
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TABLE  V. 

Statement  of  the  Number  of  Creditors  and  of  their  Proofs,  and  the  Number  of  Coptributories.  and  of  the  Creditors 
and  CoDtributories  present  or  repieseoted  at  the  SUtutory  Meetings  in  Companies  ordered  to  be  woand  up  by 
the  Conrt. 


High  Coon  . . 
PiUuDC  Comtfi 
Coonty  CourU. 

Total 


is 


Number  of  Credlton 


Proofs  of  Creditors 


Per  StaWraent  of  Affairs 


PrcKBt  or  Represented  at  Heating 


-^1 
si" 


•51 

303 

401 

88 

■4 

10 

22 

9 

38 

57 

"3 

'7 

•83 

369 

546 

114 

5.4^9 
571 
t.3j8 


6,120 
613 
'.555 


7.338  8,a87 


(J 


a.971 
354 
B05 


4.>30 


H 


Admitteil 
for  Voting 
Purposes 


ByProxj 


Personally 


To  Official 
Receiver 


No.  Amount  No.  Amount  No.  Amount 


i.gSo  1,173 
I  195 
417  394 


3,620  1,762 


453,036 
37.B93 
35,840 


515.758 


303  131.5531353 
37     4.715  i 
66,  30,343  66 


396 1  156.511  '  440 


"3.875 
3.3" 
5.9a8 


133.114 


To 
others 


No.  Amount 


486 ,  J95.335 
7«|  >'.707 
71  ■  6.355 


6a8  213,397 


Number  of  Con tribvi lories 


SI 


Present  or 
Represented  at 
Meeting 

I  ByProiy 


1> 


4,988    308  465 
768  I    75  '  43 
1,363     81  I  36 


7,018    464  534 


158 

131 


308 


*  5m  notes  to  TaUa  II.  (<t)  and  (6). 


Table  VI. 

Statziibkt  of  the  Number  of  PabHc  Examioatioas  ordered  to  be  held,  and  the  Number  of  Persons  ordered  to  be 
examined,  under  Section  8  of  the  Companies  (Winding-up)  Act,  1890,  Number  of  Special  Managers  i^pointed,  and 
Namber  of  Cases  in  which  Costs  have  Ixen  allowed  for  preparing  Statement  of  Afiiairs. 


Public  Examinations 


Examinations  ordered 
to  be  held  durinK  igoj 


No.  of  Persons  examined  during  igog 


No.  of 
Companies 
in  which 
Orders 
made 

No.  of 
Persons 
otilered 
to  be 
examined 



Fromoteis 

Directors 

Officers 

Other 

Total 

H^h  Coon 

6 

«3 

a 

33 

CosRj  Courts 

5 

II 

G 

3 

11 

Total 

It 

34 

« 

30 

3 

33 

No.  of 
Special 
Managers 
appointed  in 
Companies 
ordered  to  be 
wound  up 
during  1905 


No.  of 
Cases  in 
which  Costs 
have  been 
allowed  for 
preparing 
Statcmeui  of 
Affairs 


36 
17 
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TABLE  VII. 

Statement  showing  the  Number  of  Orders  for  Winding-up 
made  io  the  High  Court,  the  Palatine  Court,  and  the 
several  County  Courts  in  England  and  Wales;  the 
Number  of  Cases  in  which  the  Official  Receiver  has 
remained  Liquidator,  and  the  Number  in  which  another 
Liquidator  has  been  appcnnted. 


Court 

No.  of 
WindinR-up 
Orders 

Liquidator 

Official 
Receiver 

Other 
Ltquictator 

*53 

33 

20 

Palatine     Court,     County  of 
Lancaster  :— 
Li vnpool  District 
Manchester  District 

I 

I 

I 
I 

3 

Tot^  for  Palatine  Court 

S 

County  Courts: — 
A  sh  I  on-under-Lyne 

Avlesbur;  

rarmingtiam 

Bradford  

Brightm  

Ednionton  

Hanley   

Huddenfield 
Kinnton-on-HuIl 

Leeds   

Leicester  

Lewes  and  Eastbourne. . 

Liverpool  

Mancnester 
Newcastle-on-lVne 

Poole   

Preston   

Reading  

St.  Albans  

Stourbridge 


Tol^  for  County  Courts 
Total  for  all  Courts    . . 


8fi 


16 


49 


37 


*  Excludii));  one  case  in  which  all  proceedinKs  havtt  been  stayed,  and 
two  cases  in  which  the  winding-up  order  has  been  rescinded. 

Table  VIII. 

Companies  ordered  to  be  wound  up  in  the  High  Court,  and 
County  Courts,  showing,  as  regards  each  Company,  the 
Capita)  Allotted,  Called,  and  Paid  up,  and  the  Assets  and 
Uabilities,  as  estimated  In  the  Statements  of  AGbirs 
submitted  by  Directors  or  Officers. 

Nominal  capital   7,0^,850 

Capital  offered  for  subscription,  including  vendors' shares  ,,  3,13^,730 

Capital  allotted.  Including  vendors'  shares    3.043,910 

Capital  called  up   3,031,119 

Coital  paid  up : 
FounocTS'  snares ; 

Allotted  to  the  public    joo 

Preference  shares : 

Allotted  to  vendors  and  others  as  fully  or  partly  paid    ..  351,363 

Allotted  to  the  public    231.457 

Ordinary  shares : 

Allotted  to  vendors  and  others  as  fiilly  or  partly  paid     . .  i,?lS3,oK3 

Allotted  to  the  public    760,60^ 

Toial : 

Allotted  to  vendors  and  others  as  folly  or  partly  paid    . .  3,014,64s 

Allotted  to  the  public    991.965 

Gross  total   3,006,613 

Cafrital  called  up  but  not  paid    14.506 

Capital  not  called  up    . .      . .      *   ai.7gi 


Estimated  assets : 
Property  mortgaged  otherwise  than  to  debentore-holderB : 

To  fouy  secured  creditors    C35.689 

To  partly  secured  creditors    46.>C8 

Other  assets   420.764 

Total            ..      ,   i,m,fiai 

Estimated  liabilities : 

Debentures                           ..      ..      ..      ..      ..  371,608 

Oth«r  secured  creditors : 

Fully  secured    384.003 

Partly  secured    179,369 

Preferential,  payable  in  full    ir.ltio 

Ordinary    493>37t 

Total   1,336,161 

Table  IX. 

Table  showing  the  Results  of  Administration  of  52 
Companies  wound  up  by  Official  Recovers  under  the 
Companies  (Winding-up)  Act,  i8go. 

Assets ;  £ 

Gross  recei)i(s   33,497 

Payments  deducted : 

For  carrying  on  business,  &c   378 

To  secured  creditors    1.9;^ 

Gross  assets   30,125 

Deduct  preferential  payments  and  rent  |>aid  in  fidl  ..  76 

Net  available  assets   20,049 

Costs: 

Total   3.100 

Debenture-holders    1,013 

(.Unsecured  creditora   14,247 

Balance : 

In  hand  ..   29 

Due  to  liquidator    34a 

Analysts  of  costs : 
Board  of  Trade  and  Court  fees,  including  commissim  on 

reali^tion  and  dislrlbulitm    3,379 

Possession    i 

Law  costs  of  petition,  including  costs  of  parties  758 

Law  costs  after  winding-up  order    811 

Chan;es  for  preparing  statement  of  affairs   363 

Auctioneer,  valuer,  and  other  agents   671 

Shorttiand  writer's  charges        . .      . .    73 

Incidental  expenses,  including  advertisements  302 

AsMts  and  liabilities,  as  per  statement  of  affairs : 

Assets   103,386 

Liabilities  ranlung  for  dividend   332,381 

Table  X. 

Table  showing  the  Results  of  Administration  of  39 
Companies  wound  up  by  Non-Offidal  Liquidators  under 
the  Companies  (Winding-up)  Act,  1890. 


Assets: 

Gross  receipts  

Payment!  deducted : 

For  carrying  on  business,  &c  

To  secured  creditors   

Gross  assets  

Deduct  preferential  payments  and  rent  paid  in  full . . 

Net  available  assets  

Costs; 

Total  

Debenture-holders   

Unsecured  creditors  

Return  to  com ribu lories   

Balance : 

In  hand  

Due  to  liquidator   

Analyus  of  costs: 

Board  of  Trade  and  Court  fees,  hiclndlug  conimlssioa  on 
realisation  and  distribution   

Possesion   

Law  costs  of  petition,  including  co^ti  of  parties 

Law  costs  after  winding-up  order   

Charges  ol  special  manager   

Ciiarges  for  preparing  statement  of  afiaira     . , 

Auctioneer,  valuer,  and  other  agents  

Liquidator's  remuneration  

Shorthand  writer's  charEes  

Incidental  expenses.  Including  advert isemenjs^ 
Assets  and  liabilities  as  per  statement  1  ' 

,  ■  ■         ,  •  -J.  . •  Qigrt-ized. 
Liabilities  ranking  for  dividend 


£ 

>»t577 

30,033 
8,306 

171.039 
».74J 

169.396 

37,»73 

77.73g 
U.533 

46 
43a 


4.II5 
83 

r6 

302 
13.919 
t3» 
>.54» 
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ANNEX  No.  III. — Comparative  TatHm  of  Statistics  as  to  Companies  wound  up  for  a  aeries  of  Years. 

COKPARATIVB  TabLB  I. 

Statbhbnt  of  the  Number  of  New  Companies  Rej^stMwd,  and  of  Companies  wound  up  since  i8go,  when  the  Companies 
(Wnding-np)  Act  came  into  operation,  showing  the  various  methods  of  liquidation. 


Year  ended 
31st  December 


1891 
1891 
1893 


I8g6 
189? 
189B 
1899 
igoo 
19DI 
igo] 
1903 

igos 


Total  for  10  years  . 


New 
Companies 
Registered 


3.S38 


iig 
II? 
■  39 
114 
9<» 


4.»9» 
4.750 
4.651 
4J»8 
4.309 
3.13a 
3.596 
3.693 

3*« 
3fl67 


86 
108 

'i^ 
117 
110 
112 
83 
98 
89 


40.394 


1.036 


Supervision 
Liquidations 

Voluntary 
Liquidations 

Totals 

Percenlanof 
Compulsory 

to  Total 
LiqnMations 

3a 
53 
43 
51 
5a 

722 
931 
860 
833 
918 

873 
1. 091 

IMS 

W8 
i,eoo 

14  per  cant. 
11  ■ 
13  - 

It 

B 

n  ■ 

34 

M 
3? 
38 
30 

■6 

ii 

'•'2 

M3« 

1-554 
1.648 

1.649 
1.488 

1,301 

1.587 

1.363 
1.587 
1.745 
1.793 
1.804 
1. 61 8 
■  .639 
1,631 
1.600 
■.693 

7  ■ 
7  - 

7 

6  , 
6 

7 

7  - 

I  : 
5 

308 

15.019 

16.363 

Comparative  Table  II. 

Stateuxmt  of  the  Amount  of  Capital  iovolved  in  liquidations  under  the  various  methods  since  1890,  distinguishing  capital 
subscribed  by  the  public  or  otherwise  in  cash,  and  shares  issued  to  vendors,  &c.,  as  fully  paid  np  for  a  consuleration 
other  than  cash. 


Year 


In  Compolsocy  Cases 


PnUic     I  Vendors 


In  Supervision  Cases 


Public 


Vendors 


In  Voluntary  Ca 


Public 


Vendors 


Total 


Public 


Vendors 


Total 


1S95 


i«96 
i>.>7 

li>ija 

1903 
1505 


Total  for  10  yrs. 


£ 

3,433.423 
3^,328 
5,740,189 

2.811.573 
552.439 


3.391.264 
1, 320,768 
3.175.683 

i,S59.'27 
t, 941,60 1 


)o  information 


1.485.339 
1.315.893 
1.333.053 
950,218 


1191,589 
658,488 
^9,400 
548,495 
i.i5»,*4' 
2.735.707 
619,381 
1,032,638 
503.418 
991.965 


9,103.343 


1,295.364 
2,940,306 
2.269.539 
3,393,088 
1.756,230 
5,375-733 
1,936.186 
1,206,362 
2.662,573 
2,014,648 


204,240 
839,639 

1.354.331 
881,338 

683.353 
270,276 
491. '34 
269,613 
321,993 
625.339 


23,850,038 


5.iMa,497 


3,984.956 
653,548 
326,413 
372.939 


io  information 


22,663,653 

>3.927.793 
20,761,676 

1 7.465,908 


388,680 
1,111,953 
1,210,950 
670,418 
657.635 
534.074 
404,95' 
183,781 

631.459 
281,940 


33.806,033 
35.249.657 
28,637,600 
3'. 974.963 
29.059.567 
25,066,470 
28.811,840 
35  876,135 
31,433,924 
23.443.636 


6,076,841 


363,351,834 


'0.936,136 
14.635.633 
16,013,936 
12,485,166 


I  nformation^i  nc  om  pie  te 


37,318,390 

22.983,875 
24,805.301 
18.968,61; 


15,261.860 
18.463.886 

i;,8o[,466 
14.800.706 


43,48o/>8o 
41,447,761 
43,606,767 
33.769.321 


«>.3o8,54i 
22.T46.633 
33.551.038 
40.459.304 
38,193,314 
39i40i,iSo 
32,005.962 

38,083.135 
29,300,110 
22,735.721 


34,301,861 
36,747.784 
30,671,331 
33.405.016 
30393.163 
28.072,453 
29,923.335 
37.168,403 
22,349.335 
35,062,960 


33,193,583 
26,799,894 
36,031,527 
43.533 .810 
40,606,179 
35.310.957 
34.347.099 
39.473.398 
31.594.141 
33.033  .,^09 


46,494.446 
53.547.678 
66,702,858 
76.927,826 
71.501,34a 
63.383,410 
64.270,454 
66.643,703 
54,843,476 
30,095.269 


305.985.930 


378,497,663 


335.9ta,?99  614,410,462 


Comparative  Table  III. 

Statement  oC  Assets  and  Liabilities,  as  estimated  in  the  Statements  of  Affairs  submitted  by  the  Directors  or  Officers, 
&c.,  of  Companies  ordered  to  be  wound  up  by  the  Court  during  the  years  1896  to  1905. 

Totals  for  all  Courts. 


Esiimaied  Assets 


Estimated  Liabilities 


YeaK 

Compani 

Pnmerty  Mortgaged 
otberwiie  than  to 
Debenture-holders 

E 

U 

Other  secured 
CredltOT« 

ntial, 
in  full 

Capital 
not  called 

Other 

Towl 

r* 

£i; 

Ordinary 

Total 

up 

Assets 

Debei 

£■0 

d 
Z 

To  fully 
secured 
CrediiOTS 

To  partly 
securea 
Creditors 

Fully 
secured 

Partly 
<ie  cured 

n  »■> 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

£ 

361^983 

£ 

£ 

St 

63,639 

33.320 

525.407 

921,366 

406,666 

373.475 

84.903 

5.011 

1,134.039 

183.922 

99 

253,380 

'5.353 

718,493 
803,081 

987,226 

261,337 

233.566 

30,299 

8,016 

313.055 

836,173 

53.345 

iS« 

121 

337,509 

211.378 

1^43.968 

401,323 

'44.396 

196,325 

15,91' 

472,366 

1.230.321 

164,701 

1^  .. 

102 

714,667 

33.695 

534,298 

1,282,680 

303.826 

410,032 

103.550 

8,698 

379,404 

1,305,500 

3,619 

l-yOO 

109 

300,139 

83,961 

868,790 

1,253.880 

487.298 

197,563 

103,349 

14.940 

620,368 

1,433.518 

'  16,573 

19M 

1Q4 

3.929,073 

33,39' 

5.067.731 

9,030,087 

265,449 

2,030.326 

51,771 

10, 105 

2,362,698 

4.720.549 

33,360 

iVs 

104 

296.688 

35,337 

966,450 

1,298,475 

694.694 

159.723 

73.131 

12.240 

813,167 

1.752,944 

47.134 

J9C3 

79 

371,395 

27,732 

600,349 

899.596  1 

329.403 

142,230 

66,368 

19,729 

430.071 

967,801 

48,185 

19^ 

S«4,597 

82,417 

595.105 

1,182,119 

468,040 

127,759 

141,301 

17,617 

369.708 

1.324,425 

16.771 

635.688 

46.169 

420,764 

1,102,621 

271,608 

284.003 

175,369 

11,810. 

493.37* 

1,236,161 

^1.791 
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COHPARATIVE  TaBLE  IV. 

Statement  of  Capital  Allotted,  Called  and  Paid  up,  as  stated  in  the  StiUements  of  AfEurs  submitted  hy  Directors  or 
Officers,  Ac.,  of  Companies  ordered  to  be  wound  up  by  the  Court  during  the  Years  i8g6  to  1905. 

Totals  for  all  Courts. 


Comparative  Table  V. 

Statement  showing  the  Loss  to  Uasecured  Craiitors  and  Contributories  in  Companies  ordered  to  be  Wound  up 
during  the  Years  1896  to  1005.  Totals  for  all  Courts. 


Ai  Estimated  in  Sutementi  of  Affairs 

Yoar 

=  i 

Estimated 

Estimated 

Total 

Loss  to 

Loss  to 

Estimated 

u 

Creditors 

Contributories 

Loss 

1896 

81 

£ 

313.690 

1.53^,874 

£ 

i.850,3«| 
3483,100 

1897  .. 

99 

267,336 

3.214.874 

1898  .. 

131 

301,607 

2.641.79a 

3,943.399 

1899  -. 

102 

371.337 

2,532.ai4 

2.903.551 

1900  . . 

109 

467,473 

3,630,215 

3.097.69a 

1901  . . 

I<H 

"S5.7<57 

3.68S.450 

3.84" .2>7 

1903  .. 

lOi 

2,180,342 

3.038.391 

1903  .. 

79 

340.278 

2,033,029 

3,375.307 

1904  .. 

395.63s 

2,924.946 

3.330,581 

1905  .. 

% 

SIB.933 

3.635,859 

3,154.79a 

As  EstlmUed  hj  Liquidators 


Estimated 

Loss  to 
Creditors 


Estimated  i 
Loss  to  ; 
CoDtributories 


Tola! 
Estimated 
Loss 


3.573.7W 
3.938.143 
a.7'6.793 
3,783,336 
6.795.27a 
a>S33,933 
3,117,036 
3iO86,303 
2.789.395 


£ 

3,031,359 
3.Ma43i 
3^487,647 
3.369.238 

3.769.572 
10,138,514 
3,410,638 
2,578,17a 
3.583.865 
3rt53.S77 


Comparative  Table  VI, 

Stateuent  of  the  Amount  of  Obligations  to  the  Public,  exclusive  of  Vendors'  Shares,  of  Companies  which  have  been 

wound  up  by  the  Court  since  1890. 
(j)  Companies  involving  Public  Obligations  op  /ioo,ooo  and  tJPWARDS. 


Year 


1891   

1892   

1893   

1894   

Z  ::   ::   "       ::  :: 

1897   

1898   

'899   

190a   

1901   

1903   

•903   

1904   

1905   

]  "  compared  with  1904 


Vtndon' 
Sharei 


£ 

S13,409 
77,000 

1,131,683 
831.833 
158,760 
180,766 
14,000 
177,837 
357,760 
176,666 

3,134,076 
169,400 
280.800 
980,000 
233,323 


746,677 


Capital 
paid-up  hy 
tbe 
Public 


£ 

1,711,015 
2,539,715 
5,078.148 
3,348,824 
250,435 
42,430 
226 
103,527 
144,901 
419,598 
3,040,972 
207,531 

7 '7.944 
160,074 
668,685 


LiablUlies 


Debentures 


508,611 


£ 

469,736 
513.688 
4,160,866 
493.641 

136.971 
212,753 
23.451 
20,917 
15,100 

132,193 
76,099 

366,238 
55.194 

128,756 
78.755 


Fully  or 
partly 
secured 


50,001 


£ 

294.917 
5.405.289 
1,844,034 

669.143 
i;o,30t 
146,348 
167.940 
' 79. 35 1 
231.993 
97,198 
1,909,460 
129.473 
20.J01 
66,632 
315,756 


249^24^. 


Unsecured 


£ 

4,872,499 
5,433,025 
15,108,684 
1,770,029 
330,449 
14,444 

l6,2«4 

80,368 
44,130 
28,661 
1.139.499 
218,862 
164.929 
10.757 
167,044 


Total 


5,637.142 

11,332,003 
21.113.J76 

2,932,813 
577.621 
373.445 
309,655 
179,636 
291,333 
158,042 

4.113.058 

7M.573 
240.624 
206,145 
561,555 


Total 
Obllntlons 

to  Public 
exclusive  of 
Vendors' 
Shares 


£ 

7.348,157 
13.901,737 
36,191,724 
5.181.637 
828,046 
415.875 
309,881 
383,163 
436,335 
677,640 
6,166,030 
922,105 
956.968 
366.219 
1.330,240 
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(b)  Companies  involving  Pciblic  Obligations  exceeding  j^io.ooo,  but  not  exceeding  /ioOiOoo. 


1S91  

"V  



'»»•  

^  ::      ::   ::   ::  :: 

IS?:  

iW  

m  

:«n  

>J0>  

190a  

'm  

I90»  

'M  

Ij^^  I  in  ignj  u  coiai«md  with  1904 


I'endon' 
Shares 


Capital 
paid-up  by 
the 
Public 


46 
47 
48 
40 
18 
35 
3S 
44 

f> 

33 
4a 
19 
33 
V 


f/.f.i, flirt 

l,U.U.l}i 

J.  i  ■-:(>.->  ^3 
!.■'■  '.-■!<! 


44a.'»44 

58o,9>3 
303,812 
244.985 
"89,914 
568.278 
489,031 
309,123 
661,181 

347.730 
233,048 

a83.4S7 


Debrntum 


£ 

246,696 
♦62,135 
351.385 
344.0S+ 
287,196 
150,710 
«>7.907 
319.963 
259.05* 
333.»a4 
163,761 
396,852 
345.652 
197,946 
147.879 


UabUitiet 


6.705 


150.067 


Fully  or 
partly 
sscured 


£ 

350.76" 
220,661 
176,612 
160,310 
216,240 
198.306 

74,141 
i5i.93» 
257.139 
179.345 
143.680 

83.593 
I75«40 
390,4" 
134,473 


UaMcuied '  Total 


Total 
Obligationi 
to  Pnblio 
exduaive  of 
Veadm' 
Sharae 


•5S.93B 


£ 

350,02a 
384.219 
430,068 

373  740 

3<7.«7 
258,038 
193.734 
270,099 
248,459 
S05.036 
155.705 
503.346 
197.037 
383,030 
231,887 


31.133 


£ 

947-479 
1,067,015 
958.075 
878,134 
831,103 
607,044 
475.773 
731.994 
764.650 
1,017,605 
463.146 
883,690 
SiS,^ 
97". 377 
5>4,a39 


1, 57^667 
1,509,650 
1.338,990 
1,381.946 
1.066.08U 

796^168 
1,044,031 
1,241,023 
1.073.773 
1.678,786 
1. 075.85 1 
1,230,420 

83I.677 
1,248,119 

797.696 


457.138 


(c)  Companies  Involving  Public  Obligations  under  ^10,000. 


Year 


■sv   

ixi   

■>9i  



■s%5  

'V   

1597  

'19?  

'*»  

ijoo  

i»:  , .       , .   

!  VTJ     

■•"J  

■^4  

^;  

:  ■*  compMBd  with  1904  j 


37 
57 
65 
60 
55 
53 
63 
74 
63 
57 
63 
59 
47 
57 
30 


Vendon' 
Slutru 


816^49 
403,091 
497.252 
232,220 
455.37s 
410,700 
922^37 
6W,429 
699,586 
246,587 
231,706 
733,672 
319,023 
631,990 
4tl,78S 


lao.sos 


Capital 
paid-up  by 
the 
Public 


£ 

97.230 
86.959 
81,136 
58.937 
57.079 
59.235 
89.984 
87.843 
94.477 
71,46a 
82,030 
64.119 
71,666 
66,592 
39,833 


Debenture; 


26,769 


£, 
40,165 

38,715 
22,755 
26,760 

53,6oi 
43,303 
29.979 
50fH3 
29.674 
3i,S8i 
35.389 
31.604 
18.557 
♦',338 
44.^4 


3.636 


LiatMlities 


Fully  or 
partly 
secured 


118,820 
19.519 

9.879 
13.813 
19.383 
13.813 
11,783 
10,438 
24.440 
24,369 
39. '57 
30,778 
13,157 
12,017 

9.143 


3^4 


Unsecured 


£ 

81,136 
89,939 
83.877 
85.858 
75.334 
94.5*4 

109,083 

137.810 
95.413 

101,621 
77.599 

103,399 
87,834 
93.548 

106,330 


12,702 


Total 


£ 

330,121 
138,163 
116,311 
126,431 
148,317 
■53,550 
150.845 
198,691 
149.537 
147.871 
133.345 
155.681 
138,548 
146.903 

i6o,3«' 


13.464 


Total 

Obligations 
to  Public 

esctusivB  of 
Vendors' 
Sharas 


£ 

317.341 

235,133 
197 .637 
185.363 
305,396 
312,783 
240,829 
386,533 
344.004 
319.333 
314,375 
319,800 

300,314 

213.49s 
200,190 


13.303 


The  Report  condades  with  the  Solicitor's  Appendix,  giving  statistics  as  to  the  number  of  actions  taken. 


faUtueff  mM  JBUto  ot  Sale  in  £n0land 
atU)  Males. 


AccosDENc  to  Ktmp's  MtrcantiU  Gatittt,  the  total  number 
d  comiaeixial  failares  recorded  in  England  and  Wales 
'iring  the  week  ending  Friday,  August  3rd,  was  163,  viz  : — 
New  Baakroptcy  Proceedings  pnbKsfaed  in  the  London  Gawette, 
y-  '.  Deeds  of  Arrangement  registered,  72.  The  respective 
somben  in  the  corresponding  week  of  last  year  were : 
Bukruptcie*.  97:  Deeds  of  Arrangement,  88— total,  185: 
3aag  a  decraaae  of  32.   The  total  number  of  commercial 


failures  recorded  during  the  31  weeks  of  the  present  year  is 
5,102;  the  total  number  recorded  in  the  corresponding  31 
weeks  of  last  year  was  5,419,  showing  a  decrease  of  317. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
August  3rd,  was  146.  The  number  in  the  corresponding  week 
of  last  year  was  162,  showing  a  decrease  of  16.  The  total 
number  filed  during  the  31  weeks  of  the  present  year  is 
4,657 ;  the  total  number  filed  in  the  correspo^i 
of  last  3rear  was  5,096,  showing  a  d^'riu&e  o!^  439. 
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Debentures. 


The  Mortgages  and  Charges  registered  by  lioUted 
companies  in  England  and  Wales  dnring  the  week 
ending  Friday,  August  3rd,  amounted  to  /g62.45i.  by  way 
of  addition  to  ^2,472,734,  previously  issued  by  the  same 
compaoies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  j^5i6,i24,  showing  an  increase  of 
/446,327.  The  total  amonnt  registered  dnring  the  31 
vittks  of  the  present  year  was  /52, 195,453  (In  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  ^'47,847 ,384  for  the  corresponding  31  weeks 
in  1905,  showing  an  increase  of  j^4,348,o69. 


The  Profession  in  Scotland. 


Penonal. 

Messrs.  Wight  &  Wight.  Chartered  Accountants,  of 

150  Hope  Street,  Glasgow,  annoonce  that  they  have 
assumed  as  partners  Mr.  James  Myles,  Junr.,  C.A.,  and 
Mr.  H.  Hamilton  Fleming,  C.A.  The  style  of  the  firm 
will  be  Wight,  Wight,  Myles  &  Fleming. 


The  Profession  in  Ireland. 


Institute  of  Chartered  Aooonntants  in  Ireland. 

The  quarterly  meeting  of  the  Council  was  held  at  the 
offices  of  the  Institute,  4  College  Green,  Mr.  Robert  Stokes 
(President)  in  the  chair.  There  were  also  present  Messrs. 
M.  Shaw,  W.  Fitzsimons,  R.  Walsh,  J.  H.  Woodworth, 

N.  G.  Peterson,  J.  M'Cuilough,  M.  Crowley,  J.  E.  Magill, 
J.  M.  Kean,  J.  Harold  Pirn,  and  C.  G.  Mitchell  (Assistant 
Secretary). 

The  result  of  the  June  Kxaminations  was  announced  as 
follows.   Passed :  — 

Preliminaiy— J.  Davison,  Belfast;  D.  Robertson, 
Belfast. 

Intermediate— G.  A.  Andrews,  Belfast ;  N.  Beattie, 
Belfast;  D.  O.  Connor,  Dublin;  R.  S.  Stokes,  Dublin; 
G.  Vaughan,  Belfast. 

Final— F.  G.  Walsh,  Belfast. 

Two  candidates  in  the  Preliminary  and  two  in  the  Final 
Examination  failed  to  come  up  to  the  pass  standard. 

The  following  were  elected  on  the  various  Committees, 
vir. : — 

General  Investigation  Committee— Robert  Stokes  (Presi- 
dent), Martin  Shaw,  Michael  Crowley,  J.  H.  Woodworth, 
N.  G.  Peterson,  J.  M.  Kean,  William  Fitzsimons, 
E.  McCarthy. 

Examination  Committee — ^Robert  Stokes  (President), 
Tartin  Shaw,  Robert  Walsh,  J.  H.  Woodworth,  Michael 


Crowley,  William  Fitzsimons,  J.  M.  Kean,  N.  G. 
Peterson. 

Assistant  Examiner — Rev.  Isaac  Warren,  M.A.,  T.C.D. 

Parliamentary  Committee — ^Robert  Stokes  (President), 
Martin  Shaw,  Michael  Crowley,  J.  M.  Kean,  E.  McCarthy, 
J.  H.  Woodworth,  J.  M'Cuilough. 

Mr.  F.  G.  Walsh  (Belfast)  was  elected  an  Associate  in 
Pracijce. 

The  question  of  forming  a  local  Society  amongst  the 
Belfast  members  was  considered,  and  approved  of. 

The  usual  quarterly  business  having  been  transacted,  the 
meeting  terminated. 


Sank  iRtsU  Qt  lH9connt. 


Sept.  aSth  1905   4% 

April  3th  1906  

May  4th   4% 

June  2ist   3i% 
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Company  Law  Amendment. — II. 

ITH  regard  to  foreign  companies,  the 
Committee  does  not  consider  that  it 
would  be  advantageous  to  adopt  provisions 
requiring  foreign  companies  carrying  on 
business  here  to  register,  or  to  comply  with  any 
of  the  requirements  of  the  igoo  Act  as  to 
prospectuses,  or  to  make  deposits  here  with  a 
view  to  securing  British  creditors.  This 
recommendation  is  apparently  unanimous,  and 
is  upon  that  account  all  the  more  surprising, 
more  especially  as  not  a  single  argument  is  put 
forward  in  its  feivour. 

Various  amendments  are  suggested  in  Section 
10  of  the  1900  Act  as  to  the  contents  of  pro- 
spectuses, most  of  which  are  of  a  formal — and, 
indeed,  necessary  —  charactw ;  and  it  was 
suggested  that,  in  order  to  avoid  unduly  dis- 
couraging persons  from  becoming  directorsgthe 
Court  should  be  given  power  to^  relieve  vny 
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director  or  promoter  for  breach  of  any  duty 
imposed  upon  him  by  the  Companies  Acts, 
provided  that  the  breach  had  been  occasioned 
by  honest  oversight,  inadvertence,  or  error  of 
judgment.  It  is  farther  recommended  that,  in 
an  action  for  negligence  or  breach  of  trust 
against  a  director,  the  Court  shall  have  power 
to  relieve  him  from  his  liability  on  such  terms 
as  it  may  consider  proper  where  it  is  satisfied 
that  he  acted  honestly  and  reasonably.  We 
do  not  quite  understand  why  it  should  be  a 
perfect  defence  to  an  action  for  negligence, 
breach  of  trust,  or  deceit,  for  the  director  to  be 
able  to  plead  that  he  was  ignorant  or  stupid ; 
and  we  are  accordingly  glad  to  observe  the  note 
appended  to  the  Report  by  Mr.  Edgar  Speyer, 
who  holds  that  "  some  comment  upon  this 
"  paragraph  is  necessary  ;  otherwise  the  public 
"  may  conclude  that  our  Committee  is  satisfied 
"  with  the  manner  in  which  directors  generally 
"  avoid  their  duties,"  which  conclusion  he  for 
one  is  anxious  to  avoid.  The  question  as  to 
how  far  a  person  who  undertakes  duties  that  he 
is  incompetent  to  perform  may  be  freed  from 
liability  in  respect  of  his  failure,  must  in 
all  cases  be  a  somewhat  difficult  one;  but, 
for  our  own  part,  we  do  not  think  that  a 
sufficiently  good  case  has  been  made  out  to 
entitle  directors  to  exceptional  treatment. 
With  a  view,  however,  to  avoiding  the  possible 
injustice  of  a  director  becoming  liable  to  pay 
veiy  heavy  sums,  owing  to  some  technical 
failure  of  duty  which  in  point  of  fact  had 
caused  no  damage,  we  quite  agree  that  power 
might  be  given  to  the  Court,  in  cases  where  a 
director  is  found  liable  under  such  circum- 
stances, to  assess  the  damages  at  such  a  figure 
as  may  be  just  and  reasonable  in  view  of  all 
the  facts. 

We  would  point  out,  however,  that  if  such 


special  facilities  by  way  of  "  limited  liability" 
are  to  be  granted  to  company  directors  they 
ought  d  fortiori  to  be  granted  to  company 
auditors.  Nevertheless,  it  will  be  a  bad  day 
for  the  commerce  of  this  countxy  when 
laws  are  enacted  so  protecting  incompetent 
and  ignorant  persons  that  they  are  encouraged 
to  undertake  duties  which  they  are  by 
nature,  or  by  training,  quite  incompetent  to 
perform;  but,  on  the  other  hand,  it  would 
be  almost  equally  impolitic  to  render  the 
discharge  of  difficult  duties  so  onerous,  and  so 
hazardous,  that  reasonably  prudent  and  sub- 
stantial persons  would  decline  to  undertake 
them  at  all  for  that  very  reason.  While  entirely 
agreeing  with  Mr.  Speyer  that,  speaking 
generally,  directors  have  not  in  the  past  very 
satisfactorily  discharged  the  whole  of  their 
duties,  there  have  yet  been  cases  of  hardship,  in 
which  extreme  and  unreasonable  penalties  have 
been  inflicted  for  purely  technical  &ults.  Legis- 
lation enabling  the  Court  to  grant  relief  in  such 
cases  could  work  no  injustice,  and  might  easily 
j  prove  beneficial,  if  wisely  restricted ;  but,  if  any 
i  measure  of  this  kind  is  to  be  enacted,  it  is  only 
fair  that  it  should  be  applied,  not  merely  to 
directors  and  promoters,  but  also  to  all 
"  officers  *'  of  the  company,  who  are  equally 
liable  under  Section  10  of  the  Act  of  1890. 

Concerning  underwriting  and  discount,  the 
Committee,  while  indisposed  to  recommend 
the  authorisation  of  initial  issues  of  shares  at 
a  discount,  comes  to  the  conclusion  that  it 
might  in  many  cases  be  desirable — subject,  of 
course,  to  full  disclosure  of  the  facts — to  sanc- 
tion subsequent  issues  of  shares  at  a  discount. 
It  wisely  points  out  that,  so  &r  as  the  company 
is  concerned,  this  is  very  much  the  same  things 
as  allowing  shares  to  be  issued  at  par,  subject 
to  a  heavy  underwriting  commissiq^j—and,  of 
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the  two,  both  simpler  and  more  straight- 
forward. There  can  be  little  doubt  that  in 
many  cases  where  a  company  has  not  proved 
quite  successful,  but  presents  reasonable  pro- 
spects of  eventual  success,  it  would  be  in  a  far 
better  position  to  obtain  the  further  capital 
necessary  to  it,  upon  satis&ctory  terms,  by 
issuing  shares  at  a  fair  discount,  rather  than  by 
issuing  them  under  complicated  conditions  as 
to  preferential  dividend  and  the  like,  seeing 
that  such  conditions,  when  once  made,  must 
in  the  nature  of  things  be  perpetual.  If  a 
company's  shares  will  only  fetch  (say)  ten 
shillings  in  the  open  market,  there  seems  no 
sense  in  prohibiting  the  company  from  issuing 
new  shares  at  less  than  twenty  shillings ;  and 
although  the  difficulty  may,  perhaps,  be  got 
over  by  issuing  them  at  twenty  shilhngs, 
subject  to  an  underwriting  commission  of  ten 
shillings,  this  is  a  clear  evasion  which  does 
not  increase  anyone's  respect  for  the  law,  while 
at  the  same  time  it  facilitates  the  foisting  of 
these  shares  on  unsuspecting  buyers  at  a  price 
greatly  in  excess  of  their  intrinsic  value. 

Another  useful  recommendation  of  the  Com- 
mittee under  this  heading  is  one  to  re-establish 
the  r^ht  of  vendors  to  pay  away  part  of  their 
purchase  consideration  in  underwriting  com- 
missions, provided  there  is  authority  for,  and 
full  disclosure  of,  the  payment.  In  some  cases 
this  is  certainly  the  most  convenient  course  to 
pursae,  more  especially,  for  instance,  in  recon- 
structions. We  observe  that  the  Committee 
assumes  that  the  payment  of  an  underwriting 
commission  in  the  case  of  a  reconstruction  is 
at  the  present  time  illegal.  As  we  have  stated 
before,  we  are  by  no  means  convinced  upon 
this  point,  but  there  can  be  no  question  as  to 
the  desirability  of  its  being  cleared  up  beyond 
all  doubt ;  and  with  the  suggested  introduction 
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of  a  preliminary  statement,  or  prospectus, 
even  in  cases  where  no  offer  is  made  to  the 
public  to  subscribe  for  shares,  no  reason 
remains  for  withholding  from  these  companies 
the  right  to  pay  a  commission,  inasmuch  as  the 
filing  of  that  statement  will  naturally  ensure 
all  necessary  publicity. 


Bankers  and  Credit. 

AT  a  time  like  the  present,  when  everyone 
is  seeking  to  find  an  explanation  for  the 
unsatisfactorily  low  price  of  high-class  securi- 
ties in  the  shortcomings  of  everyone  but 
themselves— as  witness  the  recent  discussions 
as  to  Gold  Reserves,  One  Pound  Bank  Notes, 
and  the  like — it  is  not  without  interest  to 
note  that,  upon  the  rare  occasions  when  one 
is  able  to  get  a  little  insight  into  the  manner 
in  which  banking  business  is  transacted  in 
the  provinces,  one  is  filled  with  surprise  that 
far  more  serious  consequences  do  not  attend 
upon  the  utter  want  of  ordinary  business 
precautions  that  is  but  too  frequently  observed. 

As  a  case  in  point  we  will  take  first  of 
all  the  case  of  a  man  who  was  recently  tried 
and  convicted  at  the  Bolton  Quarter  Sessions, 
and  sentenced  to  three  months'  imprisonment, 
without  hard  labour,  for  unlawfully  obtaining 
credit  under  false  pretences  from  one  of 
the  leading  joint-stock  banks.  The  evidence 
in  this  case,  as  reported  in  The  Boltm  Evening 
Newst  shows  that  the  prisoner,  who  at  the 
time  of  his  conviction  was  stated  to  be  only 
22  years  oi  age,  having  previously  opened  (and 
presumably  closed)  two  banking  accounts,  on 
the  30th  October  last  opened  yet  a  third, 
and,  upon  no  better  evidence  than  his  own 
unsupported  statements,  was^a^  to  secure 
an  overdraft,  which  "ty^tie^  time  (jf* 'liis 
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bankruptcy,  on  the  8th  January  following,  had 
amounted  to  £50  odd,  and  which  was  entirely 
unsecured.  The  prisoner,  who  gave  evidence 
in  his  own  defence,  claimed  that  the  statement 
as  to  his  position,  upon  which  the  prosecution 
relied,  was  a  copy  of  the  statement  which 
he  had  given  to  his  former  bankers,  and  was 
a  correct  record  of  his  position  at  that  date. 
We  are  not,  however,  concerned  with  the 
degree  of  culpability  of  the  prisoner,  which  has 
already  been  dealt  with,  but  merely  with  the 
degree  of  credibility  of  the  bank  manager. 
Taking  the  most  favourable  view  of  the 
position,  from  bis  point  of  view  it  seems 
clear  that  an  account  was  opened,  without 
adequate  security  for  an  overdraft,  with  a 
person  who,  although  he  had  but  quite 
recently  attained  his  majority,  had  previously 
had  relations  with  two  other  banks.  The 
allegation  is  that  the  representations  as  to  his 
position  were  wholly  false,  and,  as  no  one  is 
charged  with  conspiracy,  it  seems  clear  that 
whatever  statements  may  have  been  made  to 
the  bank  were  uncorroborated.  That  being 
so,  we  can  only  repeat  that,  if  it  is  the 
general  custom  for  provincial  banks  to  open 
an  overdrawn  account  under  such  circum- 
stances, our  surprise  is  not  that  they  are 
occasionally  deceived,  but  that  their  losses  do 
not  invariably  far  outweigh  the  profits  they 
are  able  to  make  upon  business  with  reason- 
ably honest  persons. 

The  case  outlined  above  is,  however,  by  no 
means  unique.  We  call  to  mind  another 
case,  in  which  a  provincial  bank  lent  what, 
having  regard  to  the  magnitude  of  the  branch, 
must  be  regarded  as  a  substantial  sum  to  a 
limited  company,  upon  practically  nothing 
more  substantial  than  the  assertion  of  that 
company's  solicitor  that  the  title  deeds  of 


its  properties  were  in  his  po^ession,  and 
that  he  was  negotiating,  and  had  practically 
completed,  the  arrangements  for  an  issue  of 
debentures  for  an  amount  exceeding  that  which 
the  bank  was  invited  to  advance  pro  tern. 
Before,  however,  the  debenture  issue  was 
carried  through,  the  solicitor  had  been  arrested 
upon  charges  of  misappropriation,  and  was 
eventually  convicted  thereon;  and  although 
the  bank  was  finally  able  to  secure  posses- 
sion of  the  title  deeds,  they  proved  a  quite 
inadequate  security  for  the  sum  advanced. 
Nor  was  the  bank  to  which  we  have  just 
referred  the  only  victim  of  this  particular 
solicitor's  dishonesty.  We  are  informed  that, 
only  the  day  before  his  arrest,  he  visited 
another  bank  in  the  same  locality,  and  obtained, 
without  security,  an  advance  of  some  3^^200  on 
his  mere  ipsi  dixit  that  he  required  it  to  pay 
estate  duty  on  behalf  of  a  client — a  representa- 
tion which  subsequently  proved  to  be  quite 
unfounded. 

One  can,  of  course,  quite  understand  that  it 
is  practically  impossible  to  conduct  a  banking 
business  in  the  provinces  without  reposing  a 
certain  amount  of  trust  in  statements  deliber- 
ately put  forward  by  persons  who  are  locally 
regarded  as  being  sound ;  but  the  cases  to 
which  we  have  drawn  attention  should,  we 
think,  suffice  to  show  the  danger  of  conducting 
a  banking  business,  even  with  local  solicitors  of 
repute,  upon  what  can  only  be  regarded  as 
essentially  unbusinesslike  lines,  and  the  case  to 
which  we  referred  first  shows  that  these 
methods  are  not  exclusively  reserved  for 
members  of  the  legal  profession,  who,  in  the 
nature  of  things,  might  well  be  accorded 
exceptional  facilities. 

We  cannot  help  thinking  that,  if  the  whole 
of  the  truth  were  known,  the  ^d  debts 
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incfured  by  every  bank  in  each  year  through 
undue  credulity  would  be  found  to  represent 
an  unduly  large  proportion  to  its  gross  profits  ; 
and,  if  the  impression  that  we  have  formed 
should  prove  to  be  well  founded,  there  can  be 
little  doubt  that  it  affords  an  argument — 
and  a  very  pow«fuI  argument — against  the 
principle  of  Secret  Reserves,  which  may  be  said 
to  lie  at  the  very  root  of  all  systems  of  bank 
accounting.     The  recommendation   of  the 
Committee  which  has  recently  reported  on 
Company  Law,  to  the  effect  that  it  is  desirable 
for  the  protection  of  unsecured  creditors  that 
the  Balance  Sheets  of  all  companies  should  be 
filed  with  the  Registrar  of  Joint  Stock  Com- 
panies, will  undoubtedly  have  the  effect  of 
making    the    system   of   Secret  Reserves 
increasingly  popular.     Before  that  recom- 
mradation  is  adopted  it  will,  we  think,  be 
well  worth  while  to  consider  very  carefully 
whether  a  system  which  conceals  careless 
management  from  the  knowledge  of  share- 
holders is  worth  adopting,  merely  because  by 
no  other  means  will  it  be  practicable  to  keep 
from  creditors    information    which    in  the 
interests  of    shareholders  it  is  undesirable 
^ould  be  imparted  to  them.   Another  point 
of  considerable  interest  in  this  connection  is 
as  to  whether  a  Balance  Sheet  which  is  to  be 
available  for  the  inspection  of  creditors  ought 
not,  in  all  cases,  to  afford  absolutely  e^tvy 
information  which  can  by  any  pc^ibility  be  of 
the  least  interest  to  shareholders. 


Ixgiilatloa  for  Accountants  lo  New  Zealand. 

TN  another  cidumn  of  the  present  issue  we 
^  rq>roduce  the  text  of  a  Bill  for  the  regula- 
tion of  the  accountancy  profession  in  ^w 
Zealand,  which  was  read  a  first  time  in  the 


House  of  Representatives  during  the  past 
session,  but  did  not  reach  a  second  reading. 
We  understand  that  this  Bill  will  again  come 
before  the  House  at  the  earliest  possible  date, 
and  that  there  is  a  possibility  of  it  being 
submitted  in  an  altered  form  as  a  Government 
Bill. 

The  general  scope  of  the  measure,  it  will  be 
gathered,  is  to  provide  that,  after  a  certain 
specified  date,  no  one  who  is  not  registered 
under  the  Act  shall  perform  for  hire  any 
accountancy  work,  and  the  only  qualification 
is  in  the  case  of  those  working  for  a  salary,  and 
placing  the  whole  of  their  time  during  business 
hours  at  the  disposal  of  their  employers.  The 
measure  is  thus  &r  more  courageous  than  any 
Bill  which  has  been  put  forward  in  the  British 
Parliament,  in  that  it  aims  at  effectively  con- 
trolling ail  professional  accountancy  of  any 
kind  whatsoever,  instead  of  leaving  the  petti- 
fogging accountant  untouched,  and  professing 
to  deal  only  with  the  more  important  branches 
of  the  calling.  Such  provisions  will,  one  would 
inxagine,  considerably  increase  the  difficulty  of 
the  passage  of  the  Bill  through  Parliament ; 
but,  if  passed,  an  Act  framed  upon  these 
lines  would  stand  a  far  bett^  chance  of 
being  effective  than  one  which  merely  aimed 
at  dealing  with  a  section  of  accountancy 
work — not  merely  because  it  would  achieve 
the  intended  purpose  of  killing  the  unquali- 
fied accountant  altogether,  but  also  because, 
by  deliberately  covering  the  whole  field,  the 
difficult  question  of  evasions  and  their 
possible  legality  is  got  rid  of  at  a  single 
stroke  of  the  pen. 

On  the  other  hand,  the  initial  provisions,  as 
to  who  shall  be  entitled  to  registration,  are  so 
wide  that  it  would  necessarily  be  a  considerable 
time  before  any  pracMt  b^helfit  coidll'iM 
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expected  as  a  result  of  such  a  measure ;  and  in 
the  m^mwhile  doubtless  serious  abuses  would 
occur  from  time  to  time  which  could  be  only 
remedied  by  the  expulsion  of  registered 
members — a  procedure  which,  while  doubtless 
under  those  circumstances  extremely  necessary, 
would  not  improbably  tend  to  give  registrationi 
as  such,  a  bad  name,  and  perhaps  lead  to  its 
rescission  at  an  early  date,  before  a  really  fair 
chance  had  been  given  to  see  what  benefits 
might  eventually  be  expected  to  accrue  out  of 
the  system.  We  appreciate,  of  course,  the 
practical  impo^ibility  of  creating  a  professional 
monopoly  without  at  the  same  time  throwing 
open  the  gates  of  admission  so  wide  as  to 
include  in  the  first  instance  practically  all  who 
may  desire  the  benefits  of  that  monopoly, 
whether  qualified  or  unqualified.  But  it  may 
be  questioned  whether,  when  this  principle 
is  carried  out  to  so  great  an  extent  that  its 
first  effect  is  to  label  undesirable  persons 
with  an  altogether  misleading  badge  of  com- 
petence, it  might  not  well  be  regarded  by 
disinterested  persons  as  actively  harmful  rather 
than  beneficial,  and  it  would  at  least  be  an  open 
question  whether  the  eventual  good  would  not 
be  too  dearly  bought  at  the  price  of  much 
present  harm. 

It  seems  to  us  that,  to  give  this  Bill  a 
reasonable  chance  of  success,  both  in  Parlia- 
ment and  afterwards,  it  would  be  necessary  to 
amend  it  to  the  extent  of  requiring  all  appli- 
cants for  membership  to  execute  a  declaration 
that  it  was  their  intention  to  practise 
professionally  as  public  accountants ;  at  the 
same  time  clearly  specifying  those  kindred 
or  associated  callings  which  public  accoun- 1 
tants  were  allowed  to  follow,  and  providing 
that  the  carrying  on  of  any  other  occupa- 
ion  by  a  registered  accountant  should  be 


regarded  as  unprofessional  conduct,  and  there- 
fore as  a  ground  for  expulsion.  In  that 
way  the  most  objectionable  of  a  herd  of 
triflers  would  be  got  rid  of  at  the  very  outset ; 
and,  inasmuch  as  it  would  be  necessary  for  all 
who  claimed  the  privileges  of  registration  to 
substantially  rely  upon  their  ability  as  accoun- 
tants for  a  livelihood,  a  reasonable  degree  of 
efficiency  might  be  insisted  upon  by  the  most 
efficacious  of  all  means,  namely,  self-interest. 

No  one  would  voluntarily  give  up  his  chance 
of  making  an  income  other  codlings  for  the 
sake  of  becoming  a  registered  accountant, 
unless  he  considered  that  his  abilities  in  that 
direction  were  sufficiently  marked  to  enable 
him  to  make  a  living  thereat.  In  that  way, 
for  practical  purposes,  we  think  a  better,  work- 
ing standard  of  efficiency  would  be  secured  (at 
all  events  in  the  first  instance)  than  by  any 
examination  test  that  would  then  be  practi- 
cable. The  work  of  subsequently  building  up 
and  elevating  the  profession  might  then  safely 
be  proceeded  with,  and  doubtless  a  satis&ctory 
superstructure  could  be  reared. 


Meeftly  Vloted. 

iWktwaato  A  qaestioo  of  some  importance  to 
Problem.  landlords  and  tenants,  as  to  their 
respective  liabilities  for  water  rate,  which  was  recently 
decided  by  Mr.  Justice  Buckley,  merits  a  passing 
reference  in  these  columns.  In  this  case  the  Prudential 
Assarance  Company  were  the  owners  of  a  block  of 
buildings  which  they  bad  leased  to  another  company, 
who  had  leased  a  part  to  Messrs.  Salmon  &  Gluckstein, 
Lim.,  who  let  one  of  the  shops  and  a  basement  to 
another  Brm.  The  Water  Board  levied  their  rate  on 
the  first  lessees,  who  attempted  to  recover  it  from 
Messrs.  Salmon  &  Gluckstein,  who  in  turn  attempted 
to  obtain  from  their  lessees.  The  question  before  the 
Court  was  whether  Messrs.  Salmon  &  Gluckstein  had 
an^claim  against  their  ^esjBees^for^^^^^^l^  rate. 
His  Lordship  said  tbat^^wwe  &e  nof  boud  by  the 
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lathorities,  he  would  hold  that  a  water  rate  was  not  a 
rate  payable  in  respect  of  demised  premises ;  but  the 
Divisional  Court  had  held  that  it  vas  a  rate  within  the 
meaning  of  the  covenant  to  pay  rates  and  taxes,  and 
be  was  btmnd  by  that  decision.  While  admitting  that 
there  may  be,  and  often  is,  a  hardship  In  tenants  of 
bnsiness  premises  being  compelled  to  pay  rates  for 
water  which  they  do  not  want,  we  must  confess  that 
we  do  not  see  anything  nnreascmable  in  a  contract 
between  landlord  and  tenant,  under  which  the  latter 
takes  over  liabilities  which  would  otherwise  fall  upon 
the  former.  The  presumption  is  that  these  liabilities 
are  talcen  into  account  when  the  rent  is  fixed,  or  when 
the  premium  (if  any)  is  paid.  It  is,  of  course,  absurd 
(bat  anyone  should  be  required  to  pay  ridiculous  prices 
for  the  few  gallons  of  water  that  are  used  on  bnsiness 
premises  from  day  to  day ;  but  this  anomaly  wonid  not 
be  remedied  by  making  the  landlord  liable,  notwitb- 
staodiog  the  fact  that  he  had  let  the  premises  to  a 
tenant  on  the  express  understanding  that  the  latter 
riionld  pay  all  rates. 


«_  _  .  We  nnderstand  from  The  Daily  Extras 
»^iii«t  HnUipal  that  a  movement  is  on  foot  to  bring  an 

btmatfuMM.  organised  attack  against  the  London 
County  Council  on  the  ground  of  the  wanton  reckless- 
ness of  its  financial  policy,  and  that  during  the  next 
few  weeks  meetings  will  be  held  continuously  in  the 
open  air,  many  of  them  under  the  patronage  of  the 
boroagh  councils.  The  whole  subject  is,  of  course,  a 
highly  technical  one,  and  the  movement  will  therefore 
be  foredoomed  to  failure  unless  its  organisers  are 
securing  proper  professional  assistance.  They  would 
appear,  however,  to  be  upon  the  right  lines,  for  we 
observe  that  one  of  the  principal  subjects  to  be  tackled 
is  the  method  of  bookkeeping  and  audit  now  in  vogue. 
A  glaring  instance,  showing  the  inadequacy  of  the 
existing  system,  which,  we  understand,  will  be  men- 
tioned, is  the  case  of  the  Wood  Green  Urban  District 
CooncOf  where,  last  June,  after  the  Local  Government 
Board  andit  had  taken  place,  a  deficit  of  jCs>ooo  was 
discovered  by  a  professi^mal  accountant  who  had  been 
caDed  in  to  investigate  the  accounts.  It  is  to  be 
panted  oot  that  the  Local  Government  Board  auditors 
are  nsnally  banisters,  rarely  accountants,  that  all  they 
have  to  do  is  to  see  vouchers  for  the  accounts  placed 
before  them ;  whereas,  if  any  efficient  audit  is  to  be 
performed,  it  eoald  be  best  seeored  by  the  appoint- 
ment of  Chartered  Accountants  to  conduct  indepen- 
dott  investigations.  To  the  case  of  the  Wood  Green 


Urban  District  Council  just  cited  may  be  added  that 
of  the  Poplar  guardians.  It  is  unnecessary  for  us  to 
refer  in  detail  to  the  inquiry  recently  concluded  by  an 
Inspector  of  the  Local  Government  Board,  Inasmuch 
as  it  has  doubtless  been  closely  followed  by  our 
readers.  We  may  mention,  however,  that  whatever  the 
inquiry  may  lead  to,  it  can  scarcely  result  in  a  surcharge 
of  any  kind,  inasmuch  as  the  accounts  have  already 
been  passed  by  the  Local  Government  Board  auditor. 
One  would  have  thought  that  any  efficient  system  of 
andit— even  if  it  were  confined  to  the  vouching  of  pay- 
ments, and  left  entirely  untouched  the  question  of 
whether  all  available  receipts  were  actually  accounted 
for — would  at  least  have  inquired  Into  some  of  those 
matters  which  proved  the  subject  of  the  recent  lengthy 
inquiry  into  alleged  irr^^arities. 

oneiai  iDdits  have  frequently  had  occasion  to 

draw  attention  to  the  inefficiency  of 
the  official  andit  as  a  safeguard  against  fraud,  and  we 
have  also,  of  course,  from  time  to  time  shown  that  the 
average  lay  audit  is  at  least  equally  ineffective.  The 
recent  failure  of  the  United  Service  Share  Purchase 
Society,  Lim.,  appears  to  show  that  a  lay  audit  con- 
ducted by  officials  is  possessed  of  the  disadvantages 
of  both  methods.  At  the  meetings  of  creditors  and 
contributories  held  in  the  liquidation  of  this  company 
on  the  26th  ult.  the  Assistant  Official  Receiver  stated 
that  a  hurried  iovestigation  showed  that  there  was  a 
deficiency  of  £'14,000,  and  that  at  the  residence  of  the 
late  secretary  (who  was,  until  recently,  a  first-class 
clerk  earning  {,^00  a  year  in  a  Government  office) 
documents  had  been  found  showing  that  securities  put 
down  at  £8,000  were  non-existent  or  bad  vanished.  So, 
apparently,  has  the  late  secretary,  who  is  supposed  at  the 
present  time  to  be  in  Texas.  It  was  stated  that  "the 
"  directors  and  auditors  placed  such  folth  in  the  late 
"  secretary  that  he  was  left  to  carry  on  the  business  iu 
'*  his  own  way,  they  taking  his  word  for  the  amounts 
"  borrowed,  securities  held,  and  the  loans  outstanding." 
This  is,  of  course,  the  old  story,  and  appears  to  have 
been  attended  by  the  one  result  that  can  be  reasonably 
expected  by  business  men  in  the  present  state  of  human 
imperfection.  Had  the  members  of  this  Society  had 
the  bndness  acumen  to  spend  a  few  guineas  per  annum 
on  a  proper  professional  audit  tbey  might  have  saved 
themselves  a  loss  of  upwards  of  £30,000  in  all,  although 
per  contra  they  would  not  have  received  the  £5,000  in 
divideods  which  have  been  paid  out  ^of>capitalduring 
the  past  few  years.  Digitized  by  V^UOglC 
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latmtamw  Fwancial  Ntws  in  a  recent  issue 
BxaadaattMu  states  that  one  of  the  questions  set  at 
iB  lootluid.  jjjg  Intennediate  Examination  by  the 
Scottish  Chartered  Accoantants'  General  Examining 
Board  last  June  was  as  follows: — "The  rates  of  a 
'*  railway  train  and  a  coach  are  as  7  to  2.  The  former 
'*  can  travel  42  miles  an  hour.  How  long  would  it 
"  take  the  latter  to  go  342  miles  ?  "  This  is  the  sort  of 
question,  adds  our  contemporary,  that  every  candidate 
for  the  profession  of  accountancy  ought  to  be  able  to 
do  mentally  and  instantaneously,  without  working  it 
out  on  paper.  Without  subscribing  to  the  doctrine 
apparently  put  forward  here,  that  every  competent 
accountant  ought  to  be  a  sort  of  lightning  calculator, 
we  are  free  to  admit  that  we  are  quite  at  a  loss  to 
understand  why  it  should  be  thought  necessary  to 
include  questions  of  elementary  arithmetic  at  a 
Chartered  Accountants'  Intermediate  Examination. 
The  candidates'  time  might  surely  be  better  occupied 
upon  more  intellectual  or  more  practical  matters; 
and  if  there  has  been  an  efFective  Preliminary 
Examination,  the  examiners  ought  at  least  to  be 
entitled  to  assnme  a  knowledge  of  simple  division  upon 
the  part  of  those  who  come  before  them. 


ranita  "^^^  President  of  the  Council  of 
OompMiUi  iB  Ministers  in  France,  conjointly  with 
the  Minister  of  Finance,  has  deposited 
the  project  of  the  proposed  new  law  for  the  control  of 
foreign  limited  companies  operating  in  France,  which 
will  be  found  of  considerable  interest  to  all  British 
companies  conducting  operations  in  that  country,  and 
also  to  those  whose  concern  is  rather  to  inquire  into 
such  matters  with  a  view  to  seeing  to  what  extent  it 
may  be  deshrable  to  improve  the  law  regulating  the 
right  of  foreign  companies  to  carry  on  business  in  this 
country.  The  French  proposal  requires  all  foreign 
companies  before  establishing  branches  in  France  to 
declare  at  the  Tribunal  of  Commerce  the  situation  of 
their  registered  offices,  and  to  lodge,  among  other 
papers,  their  memorandum  and  articles  of  association. 
Every  document,  invoice,  advertisement,  &c.,  issued 
by  such  companies  must  have  printed  thereon  the 
nationality  and  constitution  of  the  company,  and 
description  of  the  capital,  and  the  amount  thereof 
that  remains  to  be  paid  up ;  and  in  the  event  of  non- 
compliance with  these  requirements,  snch  companies' 
operations  in  France  will  be  considered  null  and  void. 
That  is  to  say,  it  will  be  impossible  for  a  company  so 
in  defaqlt  to  Mng  or  defend  any  actiooa  at  law— 


indeed,  for  all  intents  and  purposes,  it  will  be  outlawed. 
AU  issues  in  France  of  shares  or  debentores  In  a 
foreign  company  must,  in  all  documents  relating 
thereto,  clearly  indicate  the  name,  nationality,  address, 
objects,  amount  and  description  of  capital,  remunwa- 
tiou  of  managers,  &c.,  of  the  company,  and  state 
where  and  when  general  meetings  will  be  called, 
and  the  date  of  the  Journal  OjSiciel  in  which  its 
articles  of  association  have  been  published.  Non- 
compliauce  with  these  regulations  will  mean  heavy 
fines.  The  law,  if  passed  in  its  present  form,  would 
apply  to  all  existing  as  well  as  to  future  companies, 
and  the  former  will  be  required  to  conform  to  its 
provisions  within  three  months  of  its  promulgation. 
In  the  absence  of  fuller  information  it  is,  of  course, 
impossible  to  express  an  opinion  upon  the  merits  of 
this  scheme  in  detail;  there  can,  however,  be  little 
doubt  as  to  the  desirability  of  all  countries  sattefying 
themselves  that  foreign  companies  carrying  on  business 
in  their  midst  are  supervised  at  least  as  carefully  and 
exhaustively  as  those  which  are  native  to  the  soil.  In 
no  country  other  than  this  would  the  Legislature  so 
stultify  itself  as  to  enact  the  most  rigorous  restrictions 
for  the  registration  of  companies  and  the  issue  hy 
them  of  capital  and  debentures,  while  at  the  same  time 
leaving  foreign  companies,  wheresoever  roistered,  to 
issue  their  capital  broadcast  in  this  country  without 
the  least  supervision  or  check,  and  without  even  having 
paid  those  fees  which  are  exacted  upon  registration. 


TImDsBmm  Just  before  Parliament  adjoomed,  a 
Oaai  ifaiB.     question  was  put  to  the  Chancellor  of 

the  Exchequer  as  to  whether,  in  connection  with  the 
decision  of  the  House  of  Lords  in  this  case,  he  had 
considered  the  probable  loss  <tf  buMness  to  this 
country  which  the  decision  would  entail,  and  whether 
he  proposed  to  take  any  steps  in  the  matter.  Mr. 
Asquith  is  reported  to  have  replied  to  the  effect  that 
the  decision  laid  down  no  new  principle,  being  in 
accordance  with  the  cnirent  of  authority  for  the  last 
thirty  years.  He  saw  no  reason  to  think  that  the 
judgment  would  produce  injurious  effects,  and  he  did 
not  propose  to  take  any  steps  in  the  matter. 


DAtastiira  and  '^^^  delayed  decision  of  Mr.  Jostice 
lU«litraUoti.     Buckley  in   the    Cardiff  Workmm's 
Cottage  Con^any's  case  makes  verri^traresting. 
indeed.   It  will  donbtlg^j^i^  j[;9i4^f]^^^e)]Qiii0  the 
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point  was  as  to  an  extension  of  time  for  the  registra- 
tion of  debentnies.  In  tlie  coarse  of  bis  judgment  tlie 
Jndge  said  that,  when  making  an  order  for  the  extension 
of  time  in  the  case  of  Jopiin's  Breuery  Company  in  igos. 
he  liad  added  the  words,  "  But  that  this  order  be  with- 
"  oat  prejudice  to  the  rights  of  the  parties  acquired 
**  prior  to  the  time  that  such  debentures  shall  be 
'*  actually  registered."  In  the  case  of  Johnson  &  Co., 
Lim.,  the  Court  of  Appeal  had  determined  what  words 
of  qnalificaticxi  were  necessary  for  the  purpose  of 
giving  effect  to  the  contractual  rights  contained  in  the 
debentures  which  ought  to  rank  pari  passu,  but  the 
question  as  to  whether  unsecured  creditors  ought  to  be 
protected  had  been  left  open.  He  had  now  to  decide 
wliether  he  sboold  insert  words  such  as  the  following : — 
"  Provided  always  that  the  security  conferred  by  the 
"  debentures  for  which  registration  of  time  is  extended 
"  shall  not,  as  against  any  creditor  of  the  company  who 
'*  shall  have  become  a  creditor  of  the  company  after 
"the  date  when  the  debentures  ought  to  have  been 
*'  re^stered,  and  before  the  time  when  they  shall  be 
"  actually  r^fistered,  have  any  greater  validity  than  if 
"  this  order  bad  not  been  made."  The  difficulty  was 
that,  if  the  company  now  cancelled  these  unr^stered 
debentnxesi  they  could  Issue  to  their  late  holders  new 
debentures  and  r^^ter  them  within  twenty-one  days- 
These  debentures  would  be  valid,  subject  to  attack  on 
the  familiar  ground  of  fraudulent  inference.  He 
inclined  to  the  opinion  that  when  a  case  of  sufficient 
magnitude  arose  it  might  be  well  to  give  notice  to 
unsecored  creditors  of  substantial  amount,  so  that  they 
might  have  an  opportanity  of  being  heard.  Under  the 
circamstancei  he  thought  he  m^ht,  withont  inserting 
any  of  the  words  su^ested  for  the  protection  of  the 
unsecored  creditorst  make  an  order  in  the  terms  of 
that  Id  Joknsm  &  Co.,  and  he  accordingly  made  an 
order  extending  the  time. 


fhslrlih  The  movement  In  favour  of  reviving 
lM0nt%.  the  ancient  Erse  language  is  doubtless 
very  patriotic,  but  even  the  savants  cannot  agree 
among  themselves  as  to  its  olaimB  to  be  considered  a 
living  tongue — for  ourselves,  with  the  aid  of  an 
apostrophe,  it  would  seem  appropriate  to  the  dead 
rather  than  the  quick — and,  therefore,  ordinary  human 
bdngs  may  be  paltioned  a  little  scepticism.  A  gentle- 
man £rom  Wexford  recently  applied  to  the  National 
Bank  of  Ireland  to  be  allowed  to  sign  his  cheques  in 
ItWi,  and  tlds  appHcatitm  was  followed  by  two  of  the 


Gaelic  Societies  in  a  similar  strain.  The  directors, 
with  that  urbanity  so  characteristic  of  their  genus, 
pointed  out  that  if  the  cheques  were  signed  in  English 
as  well  as  Irish  all  woold  be  well;  but  there  was 
evidently  too  much  of  the  hated  Saxon  about  this  for 
the  Wexford  gentleman.  It  was  also  suggested  that  if 
the  customer  would  relieve  the  bank  from  all  nvpoa- 
sibility  in  connection  with  his  account  he  might  sign 
his  cheques  in  Choctaw  If  he  chose.  This  proposal 
was  not  adopted,  and  the  account  was  closed.  The 
average  bank  clerk  doubtless  feels  becomingly 
grateful ! 


BhoQidTnuteM  The  danger  of  transactions  with  a 
AHi<Dm«iit      trustee  under  an  unmatured  deed  of 

Collect  D«bu?  assignment  is  fairly  well-known,  but 
in  Davis  v.  Petrie  a  sharp  reminder  was  served  up. 
Bankruptcy  had  followed  on  the  deed  in  question,  and 
a  sum  of  £31  had  been  paid  by  a  debtor  of  the  assignor 
to  the  trustee  under  the  deed,  who  had  in  turn  handed 
over  the  balance  in  his  hands  to  the  trustee  in  bank- 
ruptcy. It  was  held  that  unless  the  defendant  could 
actually  trace  the  moneys  paid  by  her  to  the  trustee 
under  the  deed  into  the  hands  of  the  trustee  in  the 
bankruptcy  she  must  pay  the  full  amount  over  again, 
not  being  entitled  to  assume  that  any  part  of  the 
balance  handed  over  by  one  trustee  to  the  other  repre- 
sented even  a  rateable  proportion  of  the  amount 
originally  paid. 


What  ii  Loaa   An  important  question  as  to  the  mean- 
(J^***'"      Ing  of  the  words  "issue  any  loan 

capital,"  contained  in  Section  8  of  the  Finance  Act, 
1899,  was  raised  before  Mr.  Justice  Walton  in  the  case 
of  the  Aiiom^-General  v.  The  London  and  India  Docks 
Company.  As  our  readers  will  remember,  the  section 
in  question  requires  a  statement  to  be  delivered  to  the 
Commissioners  of  Inland  Revenue  stating  the  amount 
of  any  *'  loan  capital "  proposed  to  be  issued,  and  the 
facts  in  the  present  instance  briefly  summarised 
were. — Owing  to  an  amalgamation  the  London  and 
India  Docks  Company  came  into  being  in  1901,  and 
under  the  Act  authorising  the  amalgamation  the  exist- 
ing debenture  stock,  £i,oi2,yjj,  was  divided  into  two 
classes — A  and  B.  Under  the  terms  of  the  coiversion 
each  holder  of  debenture  stock  became  entitled,  htter 
alia,  to  a  further  nominal  amount  of  B  debenture  stock 
fully  paid-up,  equal  to  one-thhxl  of  hu  holdhig.  The 
nominal  amount  of  the  6i^^t!^0®IGW*d  **> 
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sapply  the  33  per  cent,  additional  stock  was  ;f  1,010,792, 
aod  the  company  had  delivered  to  the  Commissioners 
of  Inland  Revenue  a  statement  of  that  sum,  and  paid 
the  necessary  doty.  For  the  Attorney-General  it  was 
contended  that  the  company  in  their  statement  should 
have  included  the  £lPl^,yJ^  deljenturc  stock,  ^d  paid 
doty  on  it.  In  the  course  of  his  judgment  Mr.  Justice 
Walton  said  that  his  task  would  have  been  much 
easier  if  the  framers  of  the  Act,  instead  of  using  the 
slang  of  the  city,  bad  set  out  the  intention  of  Parlia- 
ment in  plain  English.  He  was  of  opinion  that  the 
words  "  issue  of  any  loan  capital "  meant  the  issue  of 
some  kind  of  security  for  capital  advanced  to  the  com- 
pany. Since  different  and>new  obligations  were  sub- 
stituted for  the  old  obligations  he  thought  that  in  point 
of  &ct  the  old  stock  was  extinguished  just  as  if  the 
original  advance  was  paid  off  and  remade  on  new 
tenns.  There  wonid,  therefore,  be  judgment  for  the 
Crown,  with  costs. 


Hons*   Following  closely  on  the  heels  of  recent 
Mi  ■»  Bmmm.  improvements  at    Somerset  House 

comes  the  current  report  that  a  new  electric  lift  for 
books  and  papers,  &c.,  is  in  course  of  construction,  and 
that,  pending  the  compilation  of  new  Indices,  visitors 
to  the  Companies'  Search  Room  will  find  that  the  present 
company  indices  have  been  mounted  on  reading  desks, 
surmounted  by  a  l^bly-lettered  guide  board. 


Tha  Tnda     Although  the  proposals  set  out  in  this 
DlwalM  Bill,    measure  have  received  the  assent  of 

the  House  of  Commons,  opinions  may  yet  be  divided 
as  to  whether  or  not  the  sop  to  the  agitators  will  result 
in  the  balance  betuwen  Capital  and  Labour  being  held 
unevenly.  Clause  2  of  the  Bill  says,  "  It  shall  be  lawful 
"  for  one  or  more  persons,  acting  on  their  own  behalf, 
"  or  on  behalf  of  a  trade  union  in  contemplation  or 
"JurtkerMice  of  a  trade  dispute,  to  atttnd  peaceably  and 
**M  A  reasonable  mamur  at  or  near  a  bouse  or  place 
'*  where  a  person  resides  or  works,  or  carries  on  busi- 
"  ness,  or  happens  to  be,  if  they  so  attend  merely  for 
**  the  purpose  of  obtaining  or  communicating  Informa- 
"  tion,  or  of  persuading  any  person  to  work  or  abstain 
"  from  wwking."  Picketing  may  therefore  be  carried 
on  bffon  an  actual  strike  is  declared,  and  most  persons 
of  average  intelligence  will  readily  perceive  what  is 
most  likely  to  happen.  As  to  the  "  peaceably,"  &c.,  the 
peaceful  workman  out  on  strike  and  the  reasonably 
minded  agitator  exist  merely  in  the  mind  of  our  only 
~      novella^  The  protection  afibrded  to  the  body 


corporate  against  the  acts  of  its  imits  may  be  defended 
politically,  but  cannot  be  championed  from  any  other 
standpdnt  We  wonder  what  the  economists  have  to 
say  about  the  tendency  to  peaceably  persuade  a  person 
to  abstain  from  working ! 


&  QOMtim  et  The  full  report  of  In  re  Meux  s  Brewery, 
IntOTffntattoB.  gg/^     Lord  Ailesbury,  Is 

much  too  long  to  appear  in  these  columns,  and  although 
we  refer  briefly  to  the  point  involved,  our  readers  will  do 
well  to  peruse  the  details  of  the  case.  The  question 
was  whether  the  company  had  power  to  mortgage  or 
sell  a  certain  property  without  the  consent  of  the 
debentnre-hdders.  Clause  x  of  the  deed  between  the 
company  and  the  trustees  for  the  debenture-holders 
taken  by  itself  would  create  a  floating  and  not  a  flxed 
charge,  but  it  was  claimed  that  the  words  in  Clause  2 
to  the  effect  that,  notwithstanding  the  charge  before- 
mentioned,  the  company  reserved  the  power  to  enjoy 
the  property  charged,  and  to  carry  on  therein  the 
budness  authorised  by  the  memorandum  of  the  company 
till  the  power  of  entry  with  sale  should  be  exercised, 
converted  an  otherwise  floating  charge  into  a  fixed 
charge.  Mr.  Justice  Neville  decided  that  the  words 
were  an  amplication  of  an  existing  power,  and  he 
thought,  therefore,  that  the  company  were  entitled  to 
mortgage  the  property  for  the  general  purposes  of  the 
busineas  of  the  company.  The  arguments  put  toward 
by  counsel  were  very  ingenious,  and  the  full  report  will 
well  repay  perusal. 

TIM  PostiMslw-  ^  physically  impossible  to  convey 
OoMni'i  B«art.  in  the  short  ^aoe  ot  a  few  paragraphs 

all  the  many  interesting  facts  and  figures  that  are 
included  in  Mr.  Sydney  Buxton's  recently  published 
repcnrt  as  PostmasteT'General,  and  we  must  therefore 
confine  ourselves  to  a  few.  The  number  of  postal 
packets  delivered  in  the  United  Kiogdom  during  the 
year  1905-6  is  estimated  as  per  the  following  table:— 


Number 

IncreiM 
percnil. 

Average 
No.  for  each 
penon 

*Halfpeiinj  pickets 

800,300^ 
891.600,000 
ttl3.400.ooo 
101,700,000 

31 
90 
57 

4.686,900.000 

n-6 

loBt 

*  Indodlag  alio  focaign  prinWd  papen,  &e.,  over  two  osS.  ia  wei^t, 
prepaid  at  the  hal^eiuijr  rate. 

I  "this 

coonlry . 


irepald  at  the  hal^Biuijr  rate. 

t  The  Ggurea  u  renrdi  paree^  include  ,als(meeJ|'ienkL«a  t 
owilry  abroad.  DigitizM  byVTUVTVit 
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WitB  regard  to  the  Savings  Bank  the  average  amount 

to  the  credit  of  each  depositor  has  again  declined, 
being  is.  46.  less  than  on  the  31st  December  1904. 
The  margin  between  income  and  expenditure,  although 
lower  than  in  1903  and  1904,  is  nevertheless  {SS^og^, 
but  there  is  a  welcome  increase  of  j^i,7oo,ooo  in  the 
deposits.  The  following  table  shows  the  total  number 
of  accounts  open  on  3i8t  December  last,  their 
geographical  distributitm,  together  with  other  par- 
ticulars of  intemt : — 


1 
1 

Niunbrr  ' 
depositon 

■ 
1 

Total 
amount  to 
credii  of 
depositois 

Average 
amount  to 
credit  of 

each 
depositor 

Proportion 
of 

depositors 
to 

population 

EaK'uMl  and  Wales 
Scotland  .. 

9^,113 
484.310 

135,6^,430 
e,«>3,339 
10.337,351 

£  8  d 
IS  0  7 
13  14  10 

31    9  9 

I  in  3'8 
I  In  10*4 
I  (n  g-i 

United  Kin^jdotu 

9,963,049 

133,111,140 

15    5  4 

I  in  4'j 

The  figures  relating  to  the  telephone  and  telegraph 
services  are  unusually  clear  and  Instructive,  but  it  is 
not  easy  to  give  a  prfcis  of  them  in  an  intelligible  form. 


Cnrrent  Xaw* 

Bankruptcies  and  Insolvencies. 
PoHs/ordt  Baker  &  Co.  v.  Union  of  London  and 
Smithes  Bank,  Lim.  C.A. 
Decision  of  Buckley,  J.  (34  Acct.  L.R.  77),  reversed. 
A  bank  holding  seciurities  of  a  customer  who  has  com- 
mitted an  act  of  bankruptcy  cannot  safely  hand  over 
such  securities  upon  payment  of  the  amount  due  until 
the  statutory  period  of  three  months  has  expired. — 
(TuMS,  Ang.  14.) 


CoccesponDence  and  Bnqntries. 

All  connniialcations  to  the  Editor  ifaould  be 
by  letter  only. 


Age  aad  Work. 

{T»  tkg  Ediivr  af  Tk*  Aecouniant.) 
SiK, — I  am  addressing  this  communication  to  your 
paper,  as  the  recognised  organ  of  the  community  of 
accountants,  in  the  assurance  that  it  will  interest  your 
readers. 

Being  myself  a  sufferer  from  the  singular  delusion 
prevalent  in  the  public  mind  that  a  man  is  too  old  for 
work  when  he  has  reached  a  certain  age,  I  feel  impelled 


to  inquire  how  that  nebulous  but  general  idea  can 

possibly  apply  to  a  profession  in  which  the  ripe  experi- 
ence of  age  should  presumably  be  a  distinct  advantage. 

The  most  convenient  way  of  treating  the  matter  Is 
that  of  narrative  and  comment. 

At  the  age  of  60,  after  having  been  associated  with 
one  firm  for  twenty  years,  I  find  myself,  on  the  retire- 
ment of  my  principal,  vainly  seeking  an  ongagement 
elsewhere  because  I  am  supposed  to  be  too  kAA. 

Now,  what  is  the  fact  F  I  have  been  all  my  business 
life  a  strenuous  worker,  and  still  (when  I  get  something 
to  do  in  a  casual  way)  adopt  my  regular  plan  of  five 
hours  at  a  sitting,  with  every  moment  full  and  with  an 
absorbing  interest  in  the  gradually  unfolding  results  of 
my  labour.  At  x6  I  taught  myself  analysis  in  the 
dissecting  department  of  a  large  warehouse,  and  cast 
the  voluminous  columns  of  its  Day  Books,  and  at  60  I 
can  prove  a  set  of  books,  get  out  Trading  Account  and 
Balance  Sheet,  or  cast  one  hundred  columns  at  a  ^tting 
with  a  celerity  and  accuracy  equal  to  that  of  any  young 
man  half  my  age,  and  with  the  certain  satisfaction  that 
the  results  are  right. 

Many  of  the  accountants  with  whom  I  have  had  a 
previous  personal  acquaintance,  or  been  introduced  to 
by  letters  of  recommendation,  quite  admit  my  conten- 
tion  that  a  man  who  has  acquired  tiie  haUt  of  continuous 
mental  work,  with  a  natural  liking  for  it,  is  as  good  for 
the  business  of  figures  at  60  as  he  was  at  30,  and  indeed 
better,  becadse  not  so  susceptible  to  the  hundred-and- 
one  distractions  of  the  younger  man  ;  but  in  their  cases  I 
have  found  they  are  surrounded  by  a  staff  of  young 
clerks  for  the  routine  pari,  and  themselves  do  the 
supervising  and  finishing  work. 

Still,  I  am  sure  there  are  some  old-established  firms 
or  persons  with  a  good  audit  practice  to  whom  a  man  of 
my  long  and  general  experience  would  be  worth  thrice 
the  remnneration  they  would  give,  and  I  shall  be  glad 
if  you  can  oblige  me  by  publishing  this  letter,  as  it  may 
incidentally  lead  to  a  communication  from  one  such  to 

Yours  gratefully, 

July  zm  1906.  VERAX. 


Deeds  of  Aulcaaieat  and  Bxecatlon  Creditors. 

(T»  tk*  Editor  of  TJu  Aceomniant.) 
Sir, — Mr.  David  P.  Davies  is  certainly  complimen- 
tary in  his  reference  to  me.  May  I  redprocato  and 
say  that  what  he  was  pleased  to  call  a  simple  note  was 
taken  up  by  me  at  great  length  simply  because  his 
name  is  not  (^toeetl>er^»f^te(^^|s^^x^tf 
in  bankruptcy.  O 
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I  do  not  propose  to  write  at  length  upon  the  cases  of 
■Harla*td  V.  Binks  and  Adnitt  v.  Hands,hxii  I  must  say 
that  I  cannot  accept  the  distinctions  between  the  two 
cases  which  Mr.  Davies  attempts  to  draw.  In  my 
opinion,  for  what  it  is  worth,  having  the  full  reports 
before  me,  the  later  case  followed  the  earlier  one 
precisely,  and  the  point  which  is  generally  quoted  as 
having  been  proved  in  the  later  case  was  not  what  it 
was  necessary  should  be  shown,  but  rather  upon  whom 
the  onus  fell  to  show  irrevocability  on  the  grounds  that 
there  was  a  trust  in  existence.  Mr.  Davies  inquires 
whether  the  case  ol  Adnitt  v.  Hands  was  decided  before 
the  1887  Act.  As  a  matter  of  fact,  it  was  decided  in 
18S7,  and  the  Deeds  of  Arrangement  Act  of  1887  came 
into  force  on  the  ist  January  following.  Mr.  Davies 
inquires  whether  I  would  contend  that  a  registered 
deed  is,  under  any  circumstances,  revocable,  and  he 
apparently  gives  his  own  view  on  this  matter  by  say- 
ing there  may  be  other  incidents  of  revocability,  and 
he  apparently  suggests  registration  as  one  of  them.  I 
submit,  with  all  deference,  that  r^stration  <^  a  deed 
of  arrangement  under  the  Deeds  of  Arrangement  Act 
of  1887  does  not  malte  such  deed  irrevocable,  and  does 
not  of  itself  place  the  property  under  the  deed  in  any 
better  position  as  regards  an  execution  creditor. 

My  point  is  this :— Section  17  of  the  Act  of  1887  says, 
*'  Nothing  contained  in  this  Act  .  .  .  shall  give 
**  validity  to  any  deed  or  instrument  which  by  law  is 
.  .  void  or  voidable."  Surely  if  a  deed  is  registered 
without  the  assent  of  a  single  creditor — in  fact,  regis- 
tered despite  the  protests  of  the  few  creditors  who  are 
aware  of  its  «ri8tence-^bat  deed  does  not  create  a 
trust,  and  is  in  no  better  position  in  this  respect  after 
registration,  particularly  having  regard  to  Section  17. 
What  does  Mr.  Davies  mean  when  be  sajrs,  "  If  the 
"  exercise  of  the  power  of  revocation  cannot  be  made 
"  effective  except  by  an  order  of  the  Court,  the  word 
'* '  revocation '  at  once  assumes  a  new  meaning  "7  I 
do  not  follow  him  here. 

Yours  faithfully, 

SIDNEY  S.  DAWSON. 
Liverpool,  tsfh  August  igo6. 


Relative  Value  of  B.Sc.  and  B.C0111.  Decrees. 

{Te  tht  Editor  of  The  Aecomntant.) 

Sir,— I  have  read  "  Fledgeling's  "  letter  in  your  issue 
of  iith  inst.  with  some  interest. 

I  know  next  to  nothing  of  the  requirements  of 
Birmingham  and  Manchester. 

With  regaird  to  the  B.Sc  (Economics)  London,  and 


the  London  School  of  Economics,  to  which  particular 
reference  is  made  by  your  correspondent,  may  I  be 
permitted  to  say  that  the  degree  is  a  thoroughly 
practical  commercial  one,  the  subjects  required  therefor 
comprising  Accountancy,  Mathematics,  Historical 
Geography,  Economic  Theory,  Statistics,  Currency, 
and  so  forth  (I  have  not  the  calendar  before  me). 

Moreover,  for  persons  (male  or  female)  engaged  in 
professional  or  conmiercial  work,  special  arrangements 
are  made,  and  in  fact  the  whole  of  the  lectures  are 
practically  duplicated  to  meet  the  needs  of  both  day 
and  evening  students.  Those  who  so  desire  may  take 
their  course  between  the  hours  of  4  and  7  p.m.,  whilst 
others  circumstanced  differently  may  attend  a  complete 
series  of  evening  lectures  beginning  at  6  o'clock. 

May  I  add  that  the  sodal  life  is  of  the  pleasantest, 
the  Common  Room  amenities,  the  "  Union,"  and  many 
other  features  being  of  the  utmost  value  to  serious 
students.  In  the  Common  Room  congregate,  between 
lectures  and  for  afternoon  tea,  lecturers  well-known  far 
beyond  the  narrow  circles  of  University  life,  and 
students  who  have,  in  many  cases,  already  shed  lostre 
upon  London  and  other  Universities. 

In  addition,  for  those  with  other  inclinations,  1  would 
mentitm  that  there  is  no  sport  which  has  not  its 
ardent  advocates  in  the  school,  and  many  a  "  Circle  " 
exists  to  meet  the  physical  requirements  of  the  students. 
The  Dramatic  Art  is  studied  by  occasional  organised 
pilgrimages  in  quest  of  G.  B.  S.  and  other  productive 
genius,  and  gastronomic  functions  are  not  so  few  as 
they  might  be,  nor  ate  they  the  less  pleasant  for  that 
fact. 

I  represent  neither  the  School  itself  nor  any  faction 
thereof,  but  simply  detail  my  own  experiences  as  a 
student,  in  the  belief  that  the  School  has  attractions 
for,  and  may  be  useful  to,  accountants. 
Professor  Dlcksee  lectures  on  Accountancy. 

Yours  faithfully, 

T.  HALLETT  FRY. 
TempU,  E.C.,  August  13^  1906. 

[We  shall  be  glad  to  receive  further  correspondence 

'  on  this  subject. — Ed.  Acct.] 
I   

Treatment  of  Coal  Royalties  as  Income  In 
!  Trust  Accounts. 

{To  the  Editor  of  The  Accountant.) 
Sir,— I  have  lately  completed  the  nc^paration  of  the 

accounts  of  a  complicate^^[f^^q^c(^005^U@^'^ 
Involved  is  the  treatment  of  coal  rojnlties ;  me  whole 
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of  these  have  been  credited  to  income,  though  the 
beneficiaries  (tenants- for-Ufe)  have  been  legally  warned 
that  it  is  most  improper. 

It  seems  to  me  that  the  distribution  of  the  "  coal 
royalties  "  as  income  is  legally  correct,  after  allowance 
Cor  unpeachment  £or  waste,  and  is  supported  by  the 
Lie  V  Ntuchdtd  case ;  but  Dr.  Ranking  states :  "  Where, 
"however,  property  of  a  wasting  or  fluctuating  nature 
**  (such  as  leaseholds,  or  shares  in  a  company)  is  settled 
"by  will,  by  way  of  trusts  for  sale,  if  there  be  no 
"  provision  as  to  intermediate  income,  the  life-tenant  is 
"  only  ^titled  to  so  much  as  would  have  been  pro- 
**dnoed  if  the  property  had  been  rei^ised  one  year 
"  after  death  and  invested  in  Consols,  the  balance  of 
"  income  being  treated  as  capitaL" 

Yoor  reply  by  a  foot-note  in  Th»  Accountant  of  March 
asth  1905  to  a  similar  case  does  not  clear  the  ground. 

In  my  case  the  will  states  the  beneiiclarieB  In  the 
real  estate  are  "  tenants-for-life  "  only. 

Another  point.  An  annuitant  under  the  will,  having 
such  annuity  secured  by  deed  on  real  estate :  is  the 
said  aoQuity  primarily  chargeable  against  real  or 
personal  estate  Income  ? 

ThanUng  yon  or  any  reado*  who  could  enlighten  me 
upon  above  points. 

Yours,  &c., 

CHARTERED  ACCOUNTANT'S  CLERK. 


Points  In  Insolvency  Law. 
fT0  the  Editor  of  TIU  Aceamttant.) 
Sib, — I  am  obliged  to  your  correspondents  and  your 
legal  contributor  for  their  answors  to  my  letter  of 
July  9th. 

With  regard  to  the  practice  under  Section  5  of  the 
Debtors  Act  and  Section  103  (5)  of  the  Bankruptcy 
Act,  I  cannot  gather  from  the  replies  whether  a 
creditor  foe  £10  can,  by  obtaining  judgment,  appljdng 
tor  committal  and  paying  the  prescribed  fee,  get  the 
Cooit  to  make  a  receiving  order  as  a  matter  of  right, 
even  if  a  large  majority  of  the  other  creditors  have 
accepted  the  arrangements  under  a  deed.  Will  the 
Court  in  such  a  case  consider  the  views  of  the  other 
d  editors  ? 

Yours,  &c., 

asth  1906.  LANCASHIRE. 


^be  3n0tttnte  of  Cbattere&  Hccountaut9 
in  36nfllan&  an&  TRIlales. 

The  following  is  a  list  of  applicants  admitted  at  the 
Council  Meeting,  held  on  the  ist  August  igo6,  who  com- 
pleted their  membership  before  the  i6th  inst. : — 

Former  Mmbtrs  r$-^LiMitUd  to  Mtmbmhip, 
As  FiUaw, 

Sharp,  Luke  Jesson  (Lake  J.  Sharp,  Son  &  Sparahott). 
71  Colmore  Row,  Birminglum. 

As  Associates  in  Practice. 

Baylis,  Thomas  James  {Baylis  &  Baylis),  16  High  Street, 
Rotberam. 

Casson,  Robert,  County  Chambers,  Ulverston. 

Associates  eUcted  Fellows. 
Barber,  Harold  Friestman  (Jarvis  Barbel  ft  Sons),  Alliance 

Chambers,  George  Street,  Shelfield. 
Kontz,  Sidney  Westwood   (Jackson,   Pizley,  Browning, 
Husey  &  Co.)*  58  Coleman  Sbeet,  E.C. 

AimiUed  as  Assodatts  in  PracUce. 
Jackson,  Joseph  Clough,  36  &  37  Bond  Street*  Leeds. 
Kirby,  John  Louis,  "Laurel  Bank,"  Ben  Rhyddii^. 

Admitted  as  Associates  not  in  Practice. 
Airs,  Arthur  Lewis,  clerk  to  Baker  Bros,  ft  Halfotd, 
44  AbingtoQ  Street,  Northampton. 

Beeby,  Charles  Ryland,  clerk  to  Agar,  Bates  ft  Co., 
110  Edmund  Street,  Birmingham. 

Beer,  William  James,  clerk  to  Black,  Geoghegan  ft  Till, 

8  Old  Jewry,  E.C. 

Blackburn,  Harold  Hartley,  clerk  to  H.  W.  ft  J.  Black- 
burn, Commercial  Bank  Buildings,  Bradford. 

Bond,  Thomas  James,  clerk  to  Chatteris^  Nichols  ft  Co., 

1  Queen  Victoria  Street,  E.C. 

Brent,  James  Boyd,  clerk  to  William  B.  Keen  ft  Co., 
3  Church  Court,  Old  Jewry,  E.C. 

Claridge,  Charles  Edward,  clerk  to  W.  Claridge,  47  Market 
Street,  Bradford. 

Clay,  George  Reginald,  clerk  to  Leigh  Elkington  ft  Co., 
39  Newhall  Street,  Birmingham. 

Dadley,  Maurice  George^  Avoadale  Road,  Earladon, 
Coventry. 

Darley,  Arthur  Pim,  clerk  to  Caraaby  Harrower,  Barham 

ft  Co.,  College  Hill  Chambera,  E.C. 

,Dixon,  Frank  Eastwood,  clerk  to  R.  R.  Preston  ft  Co., 

2  New  Street,  Leicester. 

Duncan,  Douglas  Roy,  clerk  to  Wyatt  Williams  ft  Co., 

14  Ironmonger  Lane,  E.C. 
Eccleshall,  John,  clerk  to  Mather  &  Kay,  lo  Acresfield, 

BoHon. 

Edge,  Cyril  Tarratt,  M.A.,  The  Glebe  House,  Guildford, 
Surrey. 

I'aulks,  Albert  Victor,  clerk  to  Evans  8c  Fripp,  14  Fins- 
bury  Circus,  E.C. 

Ford,  Allen  Edward,  clerk  to  Bourner,  Bullock  ft  Co., 
Albion  Street,  Hauley. 

Gaskin,  John,  "Kynance,"  Private  Road,  Nottingham. 

Troodenough,  Harry,  clerk  to  Calder  Marshall,  Son  ft 
Ibotson,  90  Cannon  Street,  E.C.  . 

Goodwin,  John  Palmer  mfeecJ^i?(j?(D«©S*^  * 
Sons,  31  Copthall  Avenue,  E.C.  O 
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Faythornthwaite,  Charles  Walter,  clerk  to  Thomas  Water- 
worth  ft  Co.,  16  Richmond  Terrace,  Blackburn. 
Elorsley,  H&told  Richard,  B.A.,  clerk  to  Leake  &  Co., 

15  AbcfauTch  Lane,  E.G. 
Hughes,  Mervyn  Alfred,  clerk  to  W.  A.  Browne  ft  Co., 

Winchester  House,  Old  Broad  Street,  E.G. 
Ismay,  Eraest  Wilfrid,  clerk  to  Holmes,  Spence  &  Co., 

to  Royal  Arcade,  Newcastle-upon-Tyne- 
Johnson,  James  Harold,  clerk  to  Goodricke,  Cotman  & 

Co.,  Moorgate  Station  Chambers,  E.C. 
Jones,  Stanley,  clerk  to  Fox,  Sissons  ft  Co.,  o  Austin 
Friars,  E.G. 

Lumsden,  Stuart,  c/o  John  Swire  ft  Sons,  8  Billiter  Square, 
E.G. 

Merryweather,  James  White,  clerk  to  George  Franklin  & 
Co.,  Imperial  Chambers,  Norfolk  Row,  Sheffield. 

Miller,  Thomas  Frame,  clerk  to  Wilde  &  Ferguson-Davie, 

6i}i  Fore  Street.  E.C. 
Norton,  Gilbert  Paul,  B.A.,  clerk  to  Armitage  ft  Norton, 

Station  Street  Buildings,  Huddersiield. 
Ogle,  Homfray,  clerk  to  Newman  M.  Ogle,  Grace  ft  Co., 

Worcester  House,  Walbrook,  E.G. 
Osborne,  Norton  Wallis,  clerk  to  Wright  ft  Wiltshire, 

19  St.  Dunstan's  Hill,  Great  Tower  Street,  E.G. 
Patterson,  William,  clerk  to  T.  C.  Martin,  E,  Milburn 

House,  Newcastle-upon-Tyne. 

Payton,  Henry  George,  clerk  to  J.  Gordon,  19  Bond  Street, 
Leeds. 

Peat.  William  Henry,  B.A..  clerk  to  W.  B.  Peat  &  Co., 
It  Ironmonger  Lane,  E.G. 

Penny,  Charles  Herbert,  clerk  to  Carnaby  Harrower,  Bar- 
ham  &  Co.,  College  HiJl  Chambers,  E.C. 

Porter,  Thomas,  clerk  to  Annan,  Kirby,  Dexter  &  Co., 
21  Ironmonger  Lane,  E.C. 

Reddall,  Leonard  Arthur,  clerk  to  Sands  ft  Flinders, 
12  Victoria  Street,  Nottingham. 

Robson,  Thomas,  clerk  to  Chalmers,  Wade  &  Co.,  5  Fen- 
wick  Street,  Liverpool. 

Roe,  Herbert  Ernest,  clerk  to  C.  I.  Collier,  14  St.  Tames' 
Street,  Sheffield. 

Sharp,  Harold  Arthur,  clerk  to  Sharp,  Parsons  &  Co., 
120  Colmore  Row,  Birmingham. 

Shaw,  Frank,  clerk  to  Armitage  &  Norton,  Market  Place, 
Dewsbury. 

Smeeton.  William  George,  clerk  to  Price,  Waterhouse  & 
Co.,  3  Frederick's  Place,  Old  Jewry,  E.C. 

Stacey,  Gerald  Arthur,  clerk  to  Scarff  ft  Co.,  g,  10,  &  11 
Poultry,  E.C. 

Stead,  Charles  Frederic,  clerk  to  Stead,  Taylor  &  Stead, 
The  Temple,  Dale  Street,  Liverpool. 

Streets.  John  Schofield,  clerk  to  Carter  ft  Co.,  33  Waterloo 

Street,  Birmingham. 
Sultan,  Wilfred,  clerk  to  Fitzpatrick,  Graham  &  Co., 

147  Leadenhall  Street,  E.C. 
Tanner,  Walter  Reginald,  clerk  to  Lovelock  &  Lewes, 

35  Mangoe  Lane,  Calcutta,  India. 
Thompson,  Gerald  Seymour,  clerk  to  Woodthorpe,  Betan 

&  Co.,  Leadenhall  Buildings,  E.C. 

Whitworth,  Charles  Rupert,  "The  Limes,"  Marlborough 
Road.  St.  Albans. 

Wilkinson,  Edward  Sheldon,  clerk  to  Viney,  Price  ft  Good- 
year, 99  Cbeapside,  E.C. 

Wilkinson.  Frederic  Walter,  clerk  to  J.  Dix  Lewis,  Caesar  & 
Co.,  85  Gresham  Street,  E.C. 

Winn,  John,  clerk  to  J.  A.  Gardan  ft  Co.,  44  Dean  Street, 
Newcastle-upon.Tyne. 


Xtrmtit0bam  Cbambec  of  Commerce 
(incorporated). 


Memoraoduni  of  Evidence  to  be  submitted  to  the 
BAnkruptcy  Law  Amendraeat  Committee. 


Appointment  of  Official  Seeeivers, 
That  it  appears  to  be  inadvisable  to  appoint  as  Official 
Receivers  men  who  may  also  be  engaged  in  private  pro- 
fessional  practice,  and  that  the  law  shonld  therefore  be 
amended  so  as  to  provide  that  the  Board  of  Trade  shall  not 
appoint  Official  Receivers  except  to  give  their  whole  time 
to  the  duties  and  act  entirely  as  officers  of  the  Court.  If 
some  districts  are  insufficient  to  employ  an  official  solely 
as  an  Official  Receiver,  adjoining  districts  could  be 
absorbed. 

Official  Receivers  should  also  be  paid  by  salary,  as  in 
some  cases,  and  not,  as  in  others,  by  a  commission  upon 
the  assets  realised. 

Acts  of  Bankruptcy. 

That  Section  4  {e)  of  the  Bankruptcy  Act,  18S3,  which 
reads  as  follows,  "If  in  England  or  elsewhere  he  makes 
"any  conveyance  or  transfer  of  his  property,  or  any  part 
"thereof,  or  creates  any  charge  thereon,"  shonld  have  the 
words  which  follow  deleted,  "which  would  under  this  or 
"any  other  Act  be  void  as  a  fraudulent  preference  if  he 
"  were  adjudged  bankrupt,"  so  that  where  a  debtor  gives  a 
bill  of  sale,  or  other  charge  (excluding  mortgages  on  real 
or  leasehold  property),  over  his  property  it  would  be  a 
sufficient  act  of  bankruptcy  upon  which  to  file  a  petition. 

That  Section  4  {h)  of  the  Bankruptcy  Act,  1883,  which 
provides  that  an  act  of  bankruptcy  is  committed  if  a  debtor 
gives  notice  to  any  of  his  creditors  that  be  has  suspended, 
or  that  he  is  about  to  suspend,  payment  of  his  debts, 
should  be  supplemented  by  the  provision  that  an  act  of 
bankmptcy  is  also  committed  "if  he  has  convened  a  meet- 
"ing  of  his  creditors,  either  by  himself  or  through  his 
"solicitor,  and  submits  a  statement  of  his  affairs,"  as  at 
the  present  time  notices  convMiing  meetings  are  sometimes 
worded  so  as  not  to  convey  notice  of  suspension  of  pay- 
ment, when  no  doubt  it  is  intended  to  include  such  a 
proceeding. 

If  at  a  meeting  a  debtor  submits  a  statement  of  his 
affairs,  power  should  be  given  to  the  creditors  to  ^>ply  for 
his  adjudication  as  a  bankrupt  without  the  present  delay 
of  fourteen  days. 

A  debtor  commits  an  act  of  bankruptcy  if  execution 
against  him  has  been  levied  by  seizure  of  his  goods  under 
process  in  an  action  in  any  Court,  or  in  any  civil  proceed- 
ing in  the  High  Court,  and  the  goods  have  been  either 
sold  or  held  by  the  sheriff  for  twenty-one  days,  but  it  would 
be  advisable  "if  the  period  were  redi^eS^fire^in,  and 
the  goods  have  been  anncl^fi^^^o^W^a^l^  Sheriff.'' 
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This  would  have  the  advantage  of  preventing  a  sale  by  ! 
auction,  and  consequently  the  expense  would  be  saved,  as  j 
where  a  sheriff  holds  the  goods  for  five  days  he  is  entitled 
to  announce  a  sale. 

Section  103  (5)  provides  that  *in  lieu  of  committal  of  a  ' 
'judgment  debtor  the  Court  may,  if  it  thinks  fit,  decline 
-to  commit,  and  in  lieu  thereof,  with  the  consent  of  the 
-judgment  creditor,  make  a  receiving  order  against  the  ' 
"debtor."  Instead  of  remaining  in  the  discretion  of  the 
Judge,  and  only  applicable  to  Conrts  having  bankruptcy 
jurisdiction,  it  should  be  compulsory  for  a  receiving  order 
to  be  made  where  a  debtor's  liabilities  exceed  £$0,  in  view 
of  the  tendency  of  County  Court  Judges  to  abolish  com- 
mitting debtors  to  prison  tn  default  of  orders  for  payment 
for  instalments.  Several  cases  transpire  where  debtors 
dispose  of  their  business  to  a  nominee,  leaving  no  remedy 
at  present  except  the  County  Court  procedure.  The 
difficulty  of  obtaining  an  order,  and  commitment  in  the 
event  of  non-payment,  leaves  the  creditor  with  practically 
no  remedy  for  the  recovery  of  his  account. 

Bankruptcy  Petitions. 
Section  7  [2)  of  the  Act  of  1883,  which  provides  that 
before  making  a  receiving  order  the  Court  shall  require 
proof  of  the  act  of  bankruptcy,  shoufd  be  amended  so  as 
to  provide  that  proof  be  only  required  where  the  act  of 
bankruptcy  alleged  in  the  petition  is  disputed.  It  should 
be  sufficient  proof  of  same  if  substantiated  in  an  affidavit 
by  the  petitioning  creditor  or  creditors,  unless  it  is  set  out 
by  tbe  debtor  in  his  defence  that  he  disputes  the  act  of 
bankruptcy.  This  would  have  the  effect  of  lessening  the 
costs  of  bankruptcy,  which  at  tbe  present  time  are  so  very 
excessive. 

The  section  which  provides  that  a  creditor's  petition 
shall  not  be  withdrawn  without  the  leave  of  the  Court 
should  be  amended  so  as  to  provide  that  such  leave  shall 
only  be  granted  if  the  Court  is  satisfied  that  the  petition- 
tag  creditor  has  not  received  payment  of  the  whole,  or  any 
portion  of  his  debt,  or  entered  into  an  arrangement  to 
withdraw  same  for  a  consideration  either  by  the  debtor  or 
third  parties  where  a  deed  of  assignment  has  been  executed 
by  the  debtor,  as  it  is  contended  that  in  some  cases 
creditors  file  a  petition  and  very  often  receive  an  advantage 
which  is  not  shared  by  the  creditors  who  have  assented  to 
the  deed. 

Prvefs  of  Debt. 
A  simpler  form  of  proof  of  debt  should  be  issued  to  tbe 
creditors*  and,  instead  of  being  sworn  before  the  trustee  or  a 
commissioner  for  oaths,  should  be  declared  by  the  creditor 
himself,  or,  in  case  of  a  firm,  by  one  of  tbe  partners.  At 
the  present  time  these  proofs  are  usually  made  by  a  clerk, 
who  has  little  or  no  knowledge  of  the  debt  which  he  or  she 
swears  is  justly  and  truly  owing,  and  a  declaration  would 
"vercome  this  difficulty,  as  under  the  provisions  of  the 


present  Act  it  is  a  risky  proceeding  for  a  creditor  to  file  a 
false  claim. 

Proxits. 

Proxies  used  for  meetings  of  creditors  are  only  in  excep- 
tional cases  correctly  completed.  A  creditor  should  be 
entitled  to  give  a  general  proxy  to  any  other  creditor  whose 
claim  amounts  to  not  less  than  /^m  in  tbe  same  manner 
as  he  can  give  one  at  present  to  a  manager  or  clerk  in  his 
regular  employment.  At  present,  where  given  a  third  party, 
the  proxy  has  to  set  out  the  resolutions  in  anticipation 
which  Lhe  proxy  can  vote  for,  and  the  proxy  must  be  filled 
in  by  the  creditor  himself,  or  by  a  clerk  in  his  regular 
employment,  who  has  to  complete  a  certificate  at  the  foot 
of  the  proxy.  It  should  be  sufficient  for  a  creditor  to  sign 
it  in  person,  providing  he  declares  he  signed  it  after  the 
body  of  the  proxy  was  filled  in. 

Debts  Provable  in  Bankruptcy. 

At  the  present  time  the  creditor  is  only  entitled  to  prove 
for  costs  incurred  by  him  before  a  receiving  order  where 
he  has  signed  judgment,  or  is  in  a  position  to  sign  judg- 
ment at  the  date  of  the  receiving  order;  consequently  by 
this  restriction  a  creditor  who  has  incurred  costs,  and  the 
time  for  judgment  has  not  expired  at  the  date  of  the 
receiving  order,  is  not  even  entitled  to  prove  for  the  costs 
and  accept  the  dividend  thereon. 

This  requires  amending  to  enable  a  creditor  who  has 
instituted  County  Court  proceedings,  or  issued  a  writ,  at 
any  time  before  a  receiving  order,  to  be  entitled  to  prove 
upon  tbe  estate  for  the  costs  incurred,  and  accept  dividend 
along  with  his  debt. 

Meetings  of  Crtdiiort. 

Meetings  of  creditors  should  follow  as  quickly  as  possible 
after  a  receiving  order,  so  that  the  costs  of  holding  posses- 
sion by  the  Official  Receiver,  and  the  consequent  depre- 
ciation of  the  assets,  should  be  limited  as  far  as  possible. 
Instead  of  the  present  fourteen  days  (which  is  very  often 
extended]  the  first  meeting  should  take  place  within  ten 
days  of  the  receiving  order. 

To  enable  this  to  be  carried  out,  the  debtor  should  be 
required  to  supply  within  fonr  days  of  the  receiving  order 
a  list  of  his  creditors,  with  their  respective  addresses,  and 
the  meeting  could  then  be  convened  to  be  held  after  the 
lapse  of  a  further  period  of  six  days,  before  which  time 
the  debtor  should  be  required  to  file  his  statement  of 
affairs.  It  is  only  in  exceptional  cases  that  this  requirement 
could  not  be  carried  out.  The  statement  could  then  be 
considered  at  the  meeting,  and  copies  afterwards  furnished 
to  the  creditors,  together  with  the  Official  Receiver's  and 
trustee's  report  upon  the  same. 

Only  creditors  for  amonnti  of  over  £10  should  be 
entitled  to  vote  in  tbe  bankruptcy,  as  is  the  case  in  Irish, 
matters,  so  that  forms  of  proxy  should  only  be  issued  to 
creditors  above  that  amount  It  is  very  rarely  that 
creditors  under  j^io  tro>i1>l«[5pq|^|'|(^J@^(3Qfi^8- 
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Compositiont  or  Sehemes  in  the  Bankruptty. 

At  present  only  in  rare  cases  is  any  scheme  of  composi- 
tion attempted  to  be  carried  through  after  bankruptcy  pro- 
ceedings have  been  instituted,  owing  to  the  formality  and 
expenses  attendant  upon  compositions  in  bankruptcy. 

It  should  be  sufficient  where  a  debtor  intends  to  make  a 
proposal  for  composition  in  satisfaction  of  his  debts  that 
the  Official  Receiver  should  hold  a  meeting  of  bond  fide 
creditors,  and  a  copy  of  the  proposals  should  be  sent  to 
them,  and  if  at  that  meeting  a  majority  in  number  repre- 
senting three-fourths  in  value  of  the  bond  fide  creditors  over 
£10  resolve  to  accept  the  proposal,  same  should  be  duly 
accepted  by  the  creditors,  and  be  binding  without  the 
approval  of  the  Court,  providing  such  proposal  provides 
reasonable  security  for  a  composition  of  not  iess  than  los. 
in  the 

This  is  suggested  to  simplify  a  satisfactory  composition 
in  bankruptcy  without  the  delay  attendant  on  a  public 
examination,  which  delay  and  publicity  at  present  prevent 
the  satisfactory  working  of  any  composition  scheme  under 
the  present  Act. 

Publie  Examination! — General. 

To  avoid  the  legal  expenses  attendant  upon  a  public 
examination,  and  the  very  heavy  shorthand  writers' 
charges  at  present  existing  (which  should  under  any 
circumstances  be  reduced),  the  public  examination  of  a 
debtor  should  not  necessarily  take  place  where  his  affairs 
appear  to  be  straightforward,  and  a  full  disclosure  has 
been  made,  but  that  it  should  take  place  upon  an  appli- 
cation from  the  Official  Receiver  or  trustee  of  an  estate, 
or  a  bond  fide  trade  creditor  for  50  or  over.  This  would 
enable  Official  Receivers  and  trustees  to  examine  a  bank- 
rupt upon  oath  where  they  were  not  satisfied  with  the 
conduct  of  the  bankrupt  or  his  dealing  with  the  estate,  and 
the  Registrars  itfiould  have  power  to  commit  a  bankrupt 
for  contempt  in  cases  where  a  bankrupt  trifles  with  the 
Court,  as  has  transpired  recently  in  cases  of  examinations 
of  bankrupt  solicitors  before  the  Birmingham  Court. 

Trustees'  Remuneration. 
This  Act  requires  amendment  to  the  extent  that  the  com- 
mission payable  to  trustees  shall  be  a  fixed  amount  on  the 
assets  realised  as  on  the  dividend  distributed.  In  view 
of  the  fact  that  Official  Receivers',  architects',  auctioneers', 
and  valuers'  charges  are  passed  by  a  fixed  percentage,  it 
would  be  the  better  course  for  a  percentage  to  be  fixed  for 
trustees'  remuneration,  and  the  following  payment  is 
suggested.  Under  ;^i,ooo,  5  per  cent,  on  the  net  assets 
realised  and  5  per  cent,  upon  the  dividend  distributed. 
Where  the  net  assets  realised  amount  to  more  than  £t,ooo 
the  remuneration  should  be  fixed  by  the  conunittee  of 
inspection.  At  the  present  time  the  question  of  remunera- 
tion of  trustees  seems  to  depend  upon  the  friendly  attitude 
or  otherwise  of  the  committee  of  inspection,  and  a  great 


difference  in  charges  is  continually  observed  in  the  realisa- 
tion of  estates,  some  trustees  being  paid  double,  one 

receiving  a  very  high  percentage  for  a  small  amount  of 
work,  and  others  a  small  percentage  for  a  large  amount  of 
work. 

Trustees'  travelling  and  hotel  expenses  should  be  limited 
by  a  scale  of  so  much  per  day— trustees,  first-class  railway 
fare  ;  and  clerks,  third-class  fares  and  expenses. 

Fees. 

The  costs  of  filing  a  petition  in  bankruptcy  at  the  present 
time  are  excessive,  and  where  a  debtor  has  divested  him- 
self of  his  estate  it  is  very  rarely  that  creditors  are  dis- 
posed to  contribute  the  amount  required  for  the  purpose  of 
filing  a  petition  in  bankruptcy.  As  the  law  stands  at 
present,  the  debtor  without  assets  stands  a  better  chance 
of  getting  off  without  investigation  owing  to  the  expense. 

Where  the  assets  amount  to  less  than  ;£i,ooo  the  stamp 
of  £$  on  the  petition  (which  under  the  old  Act  was  only 
£\)  is  too  high,  and  should  be  reduced  to  £1^  while  the 
creditor  should  not  be  called  upon  to  pay  an  additional 
as  deposit  to  the  Official  Receiver  in  case  the  assets 
are  insufficient  to  cover  the  Official  Receiver's  expenses. 

The  charges  made  by  Official  Receivers  of  one  shilling 
for  the  notice  of  a  first  or  other  meeting  of  creditors  should 
not  apply  to  creditors  under  ^lo.  Neither  one  shilling 
for  each  creditor  for  the  use  of  the  room  to  whom  notice 
has  been  given  of  such  meeting.  A  small,  estate  may  have 
a  large  number  of  small  creditors,  while  a  large  one  may 
only  have  a  few,  and  the  fees  in  the  former  class  work  out 
on  this  basis  at  the  heavier  rate.  Neither  of  these  fees 
should  he  paid  where  creditors'  claims  are  under  £10. 

Official  Receivers'  expenses  are  too  heavy  as  at  present 
existing,  and  by  the  time  a  trustee  is  appointed  a  large 
amount  as  a  rule  stands  to  the  debit  of  the  estate. 
Property  Passing  to  a  Trustee. 

Vtxy  often  when  a  trustee  is  appointed  it  is  ascertained 
that  a  large  portion  of  the  assets  are  claimed  by  specific 
creditors  as  having  been  sent  on  "sale  or  return,"  or 
approval,  and  trade  customs  are  now  being  created  on  the 
same  lines  in  respect  of  machinery,  stock,  safes,  &c.  The 
sending  of  goods  on  sale  or  return  in  the  first  place  was 
with  the  view  of  giving  the  trader  an  opportunity  of  return- 
ing them  if  he  did  not  wish  to  purchase,  but  now  it  has 
resolved  itself  into  one  or  more  creditors  protecting  them- 
selves at  the  expense  of  the  general  body.  If  the  trader 
sells  goods  which  are  supplied  on  sale  or  return  the 
creditor  can  only  prove  for  the  amount,  and,  as  the  debtor 
holds  them  for  sale  prior  to  his  bankruptcy,  they  should, 
after  having  been  held  for  a  period  of  fourteen  days,  be 
considered  as  assets,  and  pass  to  the  trustee  in  the  event  of 
bankruptcy  if  they  are  not  sold. 

As  an  alternative,  it  is^irn^rt^ant 
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be  registered  as  a  bill  of  sale,  and  a  time  limit  fixed  foi 
the  retnm  of  same. 

Where  a  builder  erects  a  hoase  on  contract  the  building 
mateiials  and  loose  goods  belonging  to  the  builder  at  the 
time  of  his  bankruptcy  ought  to  pass  to  the  trustee  as 
diTistble  assets.  Proprietors  in  the  contract  very  often 
stipalate  that  building  materials  and  other  effects  of  a 
builder  on  the  ground,  in  the  event  of  possession  having 
to  be  taken  of  the  property,  should  also  pass  to  the  pro- 
prietor, but  this  is  obviously  unfair  to  the  creditors  of  the 
estate,  unless  registered  as  an  ordinary  bill  of  sale. 

The  conveyance  or  transfer  of  proper^  to  a  creditor  by 
a  bankrupt  ought  to  be  void  without  proof  that  it  was  the 
intention  to  prefer  the  creditor,  providing  such  conveyance 
or  transfer  is  made  within  six  months  of  the  bankruptcy, 
and  is  not  within  the  ordinary  scope  of  the  debtor's 
business. 

Cases  are  coutinually  being  met  with  where  debtors  have 
given  an  assignment  of  book  debts,  or  forwarded  stock  in 
bulk  to  relatives  or  others  in  payment  of  alleged  claims. 
with  the  view  of  preferring  the  particular  creditor,  and  the 
onus  on  the  trustee  that  it  was  the  debtor's  intention  to 
prefer  the  creditor  is  veiy  difficult  to  prove,  and  the  present 
time  limit  of  three  months  gives  the  debtor  the  opportoni^ 
of  allowing  this  time  to  elapse  by  deferiing  filing  his 
petition  until  same  has  existed  above  the  period. 

Where  debtors  assign  book  debts  as  security  for  money 
owing,  the  assignee  can  complete  the  assignment  by  giving 
notice  to  the  debtors  any  time  prior  to  the  bankruptcy,  and 
this  prevents  the  debt  passing  to  the  trustee ;  and  by 
coUosion  of  the  debtor^  the  assignee  being  probably  a 
friendly  creditor,  no  difficulty  is  experienced  in  this.  A 
clause  should  be  inserted  that  notice  of  an  assignment 
should  have  been  given  by  the  assignee  to  the  party  owing 
the  ddit  of  at  least  one  month  prior  to  the  bankruptcy,  and 
the  assixiimcDt  should  be  registered  under  the  Bills  of 
Sale  Act  in  the  same  way  as  a  charge  given  upon  movable 
effects. 

Any  settlement  of  property  made  on  the  wife  or  children 
after  marriage  is  good  against  the  trustee,  providing  the 
parties  claiming  under  the  settlement  prove  that  the 
settlor  was  solvent  at  the  time  of  making  the  settlement, 
but  in  cases  where  no  books  of  account  have  been  kept, 
or  the  transactions  cannot  be  traced  back,  no  difficulty  is 
as  a  rale  placed  upon  the  party  claiming  the  goods  to  show 
that  the  business  was  solvent  at  the  time. 

Household  furniture  and  other  property  should  in  every 
case  pass  to  the  tmttee  where  a  settlement  has  been  made 
after  mairiafe.  In  most  cases  at  the  present  time  the 
fnmitore  is  claimed  by  the  wife  opon  some  statement  that 
it  has  been  purchased  by  her  (without  any  documentary 
proof),  probably  from  moneys  saved  from  an  allowance 
made  to  her  by  the  hnaband  prior  to  the  failure. 


The  bankruptcy  of  a  debtor  relates  back  to  three  months 
preceding  the  date  of  the  presentation  of  the  bankmpt<7 
petition,  so  that  the  trustee  is  entitled  to  investigate  fraudu- 
lent transactions  which  have  taken  place  within  the  three 
months,  but  this  time  limit  is  too  short,  and  should  be 
made  twelve  months. 

Payments  inle  Bankruplcy  Estates  Aceount. 

Trustees  having  given  security  against  any  misappropria- 
tion of  moneys  of  an  estate,  the  formality  and  delay  of 
paying  into  the  Bankruptcy  Estates  Account  at  the  Bank 
of  England,  and  applying  to  the  Board  of  Trade  to  issue 
cheques,  should  be  dispensed  with,  and  the  trustee  autho> 
rised  to  make  his  payments  into  and  out  of  a  special 
account  opened  at  a  local  bank,  as  the  committee  of  inspec- 
tion may  select.  Any  interest  receivable  in  respect  of  the 
account  to  be  part  of  the  assets  of  the  estate. 

Preferential  Payments  in  Bankruptcy — Wages. 
In  view  of  the  large  amount  of  preferential  payments 
invariably  shown  by  the  summary  of  realisation,  the  pre- 
ference now  given  to  a  clerk  or  servant  of  four  months 
before  the  date  of  the  receiving  order  should  be  reduced 
to  one  month,  and  the  same  in  respect  of  wages  to  any 
labourer  or  workman,  which  now  stands  at  two  months. 
Rent. 

The  limit  of  six  months'  rent  now  existing  should  be 
reduced  to  one  period  of  rent — namely,  where  weekly 
tenancy,  one  week  i  monthly,  one  month  i  annually,  one 
quarter,  the  same  to  have  become  due  and  payable  prior 
to  the  date  of  the  receiving  order.  In  the  event  of  the 
landlord  having  distrained  for  a  longer  period,  and  the 
bailiffs  being  in  possession  at  the  time  of  the  bankruptcy 
proceedings,  such  amended  time  only  to  apply ;  and  in 
cases  where  rent  is  payable  in  advance,  such  power  of  dis- 
tress for  future  rent  should  not  be  exercised  after  the  com- 
mencement of  the  bankruptcy  proceedings,  but  the  trustee 
to  pay  for  use  and  occupation  during  the  time  he  holds 
the  possession  of  the  premises. 

Gas  and  Water. 

Some  of  the  gas  companies  or  corporations  have  powers 
of  distress  without  legal  process,  and  in  such  cases  the 
items  are  payable  in  full  in  the  bankruptcy.  These  com- 
panies or  corporations  should  be  placed  on  an  equal  foot- 
ing, and  rank  for  dividend  with  the  other  creditors  where 
distress  is  levied  at  the  time  of  the  bankruptcy. 

Bankrupts  Discharge. 

Having  regard  to  the  very  large  number  of  undischarged 
bankrupts  in  the  country,  it  should  be  compulsory  for 
every  bankrupt  to  notify  his  present  address  and  occupa- 
tion to  the  County  Court  at  the  conclusion  of  every  period 
of  six  months  fnun  his  adjudication  as  a  bankrupt,  and  to 
apply  for  his  discharge  within  a  period  of  two  years  of  the 

bankmptcyi  and  where  merely  technieid  offencfs  have 
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been  committed,  to  do  away  with  suspension  of  discharge, 
and  make  a  monetary  penalty  to  the  extent  of  so  much  in 
the  £,  by  way  of  judgment,  such  penalty  to  be  payable  by 
instalments  to  be  fixed  by  the  Court. 

SoU{itars — Undischarged  Bankrupts. 
It  should  be  made  compulsory  for  the  Law  Society  to 
refuse  to  renew  the  certificates  of  solicitors  who  are  undis- 
charged bankrupts,  subject  to  appeal  to  the  Master  of  the 
Rolls. 

Debtors  Act,  1S69. 

The  Act  as  it  at  present  stands  covers  a  wide  area,  but 
its  effectiveness  is  curtailed  by  the  fact  that  after  most  of 
the  provisions  it  is  stipulated  that  they  only  apply  "unless 
"the  jury  is  satisfied  that  the  bankrupt  had  no  intention 
"to  defraud,"  and  these  words  should  be  deleted  from  the 
Act,  as,  owing  to  their  retention,  it  is  very  difficult  to  get 
a  conviction  under  such  circumstances,  and  very  rarely 
are  proceedings  adopted  under  the  Act. 

■The  time  limit  of  four  months  before  the  bankruptcy 
should  also  be  extended  to  twelve  months,  and  where  a 
debtor  disposes  of  goods  by  pawning  or  by  sending  to 
auction  sales  within  such  a  period,  providing  such  goods 
have  not  been  paid  for,  he  should  be  guilty  of  a  mis- 
demeanour under  the  Act. 

It  should  also  be  a  misdemeanour  for  a  debtor,  being  a 
trader,  to  dispose  of  goods,  except  in  the  ordinary  way  of 
bis  trade,  in  bulk,  without  keeping  an  account  showing 
the  particulars  of  such  goods ;  and  any  person  receiving 
the  goods  without  an  account  should  be  guilty  as  accessory 
to  the  transaction. 

Provision  should  also  be  made  for  the  prosecution  of 
debtors  who  have  not  kept  proper  books  showing  their 
position  at  any  time  within  three  years  of  the  bankruptcy, 
and  where,  being  insolvent,  they  engage  in  betting  transac- 
tions or  rash  or  hazardous  speculations  which  have  con- 
tributed to  the  bankruptcy. 

The  limit  of  £3.0,  where  an  undischarged  bankrupt 
obtains  goods  without  disclosing  the  fact  that  he  is  an 
undischarged  bankrupt,  should  be  reduced  to  ^^5,  or  £20 
in  the  aggregate,  as  the  £zo  limit  enables  the  debtor  to  get 
extensive  credit  for  individual  amounts  from  a  number  of 
creditors  without  disclosing  the  fact  that  he  is  an  undis- 
charged bankrupt. 

Administration  Orders. 
Provision  is  made  under  the  present  Act  for  a  debtor  who 
is  unable  to  pay  the  amount  of  the  judgment  forthwith,  and 
whose  indebtedness  does  not  exceed  £$0,  to  apply  for 
administration  of  his  estate  and  arrange  for  payment  of  his 
debt  by  instalments,  or  otherwise,  in  full  or  to  such  an 
extent  as  the  County  Court  consider  practicable ;  and  this 
should  also  be  a  provision  not  only  for  the  debtor,  bnt 
given  to  a  creditor  of  his  estate.  In  view  of  the  tendency 
of  County  Court  Judges  to  abolish  committal  orders  in 


cases  where  a  judgment  order  has  been  obtained  for  pay- 
ment by  instalments,  creditors  have  no  other  remedy  to 
obtain  payment  of  their  assets,  or  of  attaching  undisclosed 
assets  which  the  debtor  may  have,  and  this  remedy  they 
would  have  if  they  could  apply  for  an  administration 
order,  as  they  would  thus  be  able  to  secure  legal  access 
to  the  estate.  A  small  trader  may  at  present  dispose  of  hi.s 
business  and  keep  a  creditor  at  arm's  length,  although 
probably  having  means  wherewith  to  pay  the  debt.  The 
limit  of  a  composition  arrangement  by  the  Court  should 
not  exceed  two  years  where  it  appears  to  the  Court  that 
there  is  reasonable  prospect  of  the  debtor  being  able  to 
pay  within  that  period,  subject  to  the  power  of  the  Court 
on  further  application  to  extend  that  period. 

Registration  of  Partnership  Names. 

The  registration  of  partnership  names  of  firms  carrying 
on  companies,  or  under  different  titles,  is  a  matter 
requiring  urgent  attention.  We  understand  the  matter  has 
already  been  introduced  before  the  proper  authorities.  At 
the  present  time  any  bankrupt  appears  to  be  able  to  trade 
under  any  high-sounding  title,  and  such  names  as  the 
Colossal  Trading  Company  or  the  British  Manufacturing 
Company  may  be  merely  the  trading  title  of  A.  B.,  an 
undischarged  bankrupt,  or  his  wife.  Particularly  does  it 
refer  to  the  Bankruptcy  Act,  so  far  as  regards  a  bankrupt 
trading  in  the  name  of  his  wife,  say  A.  Jones.  If  his  wife 
is  named  Elizabeth  he  may  merely  alter  the  name  of 
trading  as  E.  Jones,  or  perhaps  merely  as  Jones,  or  Jones 
&  Co.  There  is  nothing  to  show  to  the  outside  world  that 
the  business  is  not  his  as  before.  If  it  was  compulsory  to 
put  the  name  in  full  as  Elizabeth  Jones,  it  would  be 
apparent  to  the  creditors  that  thqr  were  dealing  with  the 
wife,  and  the  assumption  would  be  that  the  husband  was 
an  undischarged  bankrupt. 

Dteds  of  Arrangement. 

It  is  considered  that  the  position  of  large  creditors  under 
the  Deeds  of  Arrangement  Act,  1887,  is  at  present  very 
unsatisfactory.  The  large  creditors — that  is  to  say,  the 
men  who  are  interested  more  than  others  in  the  preserva- 
tion of  an  estate  under  a  deed  of  arrangement — are  often 
defeated  in  their  efforts  by  the  attitude  of  some  of  the 
smaller  creditors,  who,  unless  they  are  paid  in  full,  refuse 
to  assent  to  the  deed  and  throw  the  estate  into  bankruptcy. 
Experience  proves  that  the  result  of  this  is  to  reduce  the 
amount  which  would  otherwise  be  available  for  dividend. 
It  is  therefore  contended  that  greater  power  should  be 
placed  in  the  hands  of  creditors,  and  that  under  certain 
circumstances  a  deed  of  arrangement  should  be  made  bind- 
ing upon  all — ^in  other  words,  that  the  execution  of  a  deed 
of  arrangement,  within  limits  to  be  clearly  defined,  should 
be  a  bar  to  any  subsequent  petition  in  bankruptcy.  The 
following  suggestions  are  made  with  the  view  of  carrying 

out  this  suKested  amendment  of  thfTawi-rs,^I 
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(1)  That  ia  the  case  of  all  estates  where  the  unsecured 

liabilities  amount  to  1,000  or  more,  a  deed  of 
arrangement,  assented  to  by  iottd  fide  trade  credi- 
tors for  amounts  of  not  less  than  £20  each,  and 
representing  in  the  aggregate  at  least  three-fourths 
of  the  total  unsecured  liabilities,  shall  be  binding 
upon  the  whole  of  the  creditors. 

(2)  That  in  the  case  of  all  estates  where  the  unsecured 

liabilities  amount  to  not  less  than  ;^3oo  nor  more 
than  j£'i,ooo,  a  deed  of  arrangement,  assented  to  by 
imd  fide  trade  creditors  for  amount*  of  not  less  than 
£10  each,  and  representing  in  the  aggregate  at  t(>ast 
three-fourths  of  the  total  unsecured  liabilities,  shall 
be  binding  upon  the  whole  of  the  creditori. 

It  might  be  deemed  necessary  to  give  some  appeid  either 
to  creditors  who  would  not  be  able  to  vote  under  the  above 
conditions  or  who  may  dissent  from  the  deed,  and  in  this 
event  it  is  suggested  that  this  right  should  only  be  granted 
on  the  ground  that  under  the  deed  of  arrangement  either 
their  own  interests  will  be  unduly  prejudiced,  that  the 
arrangements  wider  the  deed  will  be  detrimental  to  the 
estate,  or  that  the  deed  lias  been  secured  in  a  fraudulent 
manner. 

Solicitors'  bills  of  costs  under  deeds  of  assignment  should 
be  taxed  by  the  Court  in  the  same  way  as  is  provided  for  by 
bankruptcy.  Very  heavy  charges  are  sometimes  made  by 
solicitors  under  deeds  of  assigoment,  especially  where 
they  ttominate  their  own  trustee,  or  vice  versd» 

At  present  there  is  no  account  into  ^ich  unclaimed  divi- 
dends under  a  deed  of  arrangement  may  be  paid.  It  is 
suggested  that  one  should  be  ojwned,  and  that  every  trustee 
under  a  deed  oi  assignment  should  be  compelled  to  pay 
into  such  aMOunt  any  unclaimed  divMends  in  his  hands  at 
the  time  of  rendering  his  final  statement  of  accounts.  This 
ahoald  also  apply  retrospectively,  so  that  dividends 
already  in  their  bands,  which  must  have  accumulated  to 
very  large  sums,  should  also  be  paid  into  the  same  account. 

It  is  suggested  that  the  remuneration  of  trustees  under 
deeds  of  arrangement  should  be  the  same  as  that  suggested 
for  tmatees  in  bankrupt!^. 

The  accounts  of  trustees  under  deeds  of  arrangement 
shonld  be  audited  to  the  satisfaction  <A  the  Board  of  Trade. 
Dwds  «/  ArrangimtHf  Act. 

At  the  present  time  a  debtor  may  make  a  deed  of  assign- 
ment for  the  benefit  of  his  creditors,  and  file  a  petition  any 
time  within  three  months  from  the  date  of  the  deed  which 
will  have  the  effect  of  rescinding  the  deed  of  assignment. 
The  resnlt  of  this  is  that  trustees  under  a  deed  of  assign- 
ment  are  very  chary  of  realising  an  estate  conveyed  by  a 
deed  within  three  months,  in  case  the  debtor  should  file 
his  petiti<Ki  and  the  trustee  may  be  brought  to  book  by  the 
Official  lUceiTer;  and,  again,  he  is  anable  to  distribute 


the  estate  untU  three  months  have  expired,  on  the  same 
grounds. 

This  requires  amendment  so  that  a  debtor  should  not  be 
entitled  to  file  his  petition  except  within  one  month  from 
the  date  of  the  deed,  providing  that  at  the  expiration  of 
the  month  the  deed  of  assignment  has  been  assented  to  by 
creditors  representing  three-fourths  in  number  and  a 
majority  in  value  of  the  creditors  above  £30. 

Rtgistration  of  Judgments. 

Although  County  Court  judgments  are  registered,  and 
appear  in  the  London  Gatette  where  not  satisfied  within 
fourteen  days  from  the  judgment,  singularly  enough  judg- 
ments obtained  under  writs  issued  in  the  High  Court, 
though  for  more  substantial  amounts,  are  not  registered, 
and  this  deficit  should  be  remedied,  so  that  all  judgments, 
whether  obtained  in  the  High  Court  or  County  Court, 
shonld  duly  appear.  We  expect  this  was  some  omission  in 
framing  the  Act. 


View  Zealand  accountants'  £tU. 


A  Bill  intituled  an  Act  to  make  provision  for  the  Regis- 
tration of  Accountants,  and  for  ensuring  that  Accountancy 
and  Auditing  shall  be  performed  only  by  persons  who  have 
the  necessary  knowledge  and  skill  to  do  the  same,  and  for 
regulating  the  admission  of  Accountants  to  the  Society  to 
be  incorporated  as  hereinafter  provided. 

Be  it  enacted  by  the  General  Assembly  of  New  Zealand 
in  Parliament  assembled,  and  by  the  authority  of  the 
same  as  follows :  — 

1.  — The  short  title  of  this  Act  is  "The  Accountants  Act, 
1905." 

2.  — In  this  Act,  wherever  the  context  permits  or  admits 
of  audi  an  interpretation — 

"Registered  accountant"  shall  mean  any  person  whose 
name  is  inscribed  on  the  Register  hereinafter  pro- 
vided for : 

"  Public  accountant "  shall  mean  a  registered  accountant 
who  is  in  business  upon  bis  own  account,  in  the 
course  of  which  he  is  practising  the  profession  of  an 
accountant : 

"Examined  accountant"  shall  mean  any  person  whose 
name  is  inscribed  upon  the  Register,  and  who  has 
sat  for  and  passed  the  full  examination  prescribed 
by  the  Incorporated  Institute  of  Accountants  of  New 
Zealand  or  by  the  New  Zealand  Accountants'  and 
Auditors'  Association  respectively,  or  by  the  Institute 
in  this  Act  mentioned,  or  the  examinations  prescribed 
by  any  other  recognised  accountimts'  association  in 
any  part  of  the  British  domini6n%^r^lHfK^era 
approved  by  the  Council 9 '^'^^^  by  VjUUglL 
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"Registered  Accoantants  of  New  Zealand"  shall  mean 

the  association  incorporated  as  hereinafter  provided, 

and  referred  to  as  "the  Institute  " : 
"The  Council"  shall  mean  twenty  members  of  the 

Institute,  to  be  elected  as  hereinafter  provided,  to 

conduct  and  manage  the  business  of  the  same : 
"The  Register  "  shall  mean  the  Register  of  Accountants 

to  be  kept  by  the  Council ; 
Pronouns  importing  the  masculine  gender  shall,  iriiwever 

used  throughout  this  Act,  be  read  as  including  the 

feminine  gender. 

Tkt  Rtgister. 

3.— The  following  persona  shall  be  entitled  to  have  their 
names  inserted  on  the  Register: — 

(a)  All  persons  over  the  age  of  twenty-one  years  who, 
from  and  since  the  first  day  of  January  one 
thousand  nine  hundred  and  three  to  the  date  of  the 
coming  into  operation  of  this  Act,  have  been 
employed  exclusively  as  accountants  at  a  salary  in 
any  mercantile,  banking,  professional,  or  Govern* 
ment  office  within  the  Colony,  or  in  any  portion  of 
tha  British  dominions: 

{i)  All  persons  over  the  said  age  who,  since  the  above 
date,  have  been  continuously  engaged  in  business 
upon  their  own  account  within  the  Colony,  and 
have  in  such  business,  or  as  a  branch  thereof,  held 
themselves  out  and  practised  as  accountants : 

(r)  All  parsons  who,  since  the  first  day  of  January  one 
thousand  nine  htmdred  and  three,  and  up  to  the 
coming  into  operation  of  this  Act,  have  been 
employed  for  a  portion  of  the  said  period  exclu- 
sively as  accountants  at  a  salary  in  any  mercantile, 
professional,  banlung,  or  Goverimient  office  within 
the  Colony,  or  in  any  part  of  the  British  dominions, 
and  have  for  such  other  portion  of  the  said  period 
practised  as  accountants  within  the  Colony  on  their 
own  account : 

{d)  All  persons  who  at  any  time  have  publicly  practised 
and  been  in  business  as  accountants  in  the  Colony, 
or  in  any  part  of  the  British  dominions,  for  any 
continuous  period  of  not  less  than  four  years : 

(<)  All  persons  who  are  members  of  any  accountancy 
association  in  this  Colony  or  in  any  portion  of  the 
British  Empire. 

(/;  All  persons  who  are  members  of  any  recognised 
association  of  accountants  of  any  foreign  country 
upon  such  terms  and  conditions  as  the  Conncil  may 
prescribe : 

Any  of  the  persons  mentioned  in  paragraphs  [a) 
to  (<)  of  this  section  who  may,  within  six  months  of 
the  coming  into  operation  of  this  Act,  or,  in  the  case 
ol  persons  arriving  in  the  Colony  after  this  Act 
comes  into  operation,  within  six  months  of  their 


arrival  in  the  Colony,  apply  to  the  Council,  in  the 
form  in  the  Second  Schedule  hereto,  to  be  registered 
shall,  subject  to  section  four  hereof,  be  registered 
without  undergoing  any  examination : 

{g)  All  bond  fidt  students  of  accountancy  who  at  the 
coming  into  operation  of  this  Act  are  attending 
lectures,  or  are  in  any  other  way  bond  fide  engaged 
in  studying  accountancy,  shall,  if  th^  spply  to  be 
registered  withm  two  years  from  the  coming  into 
operation  of  this  Act,  be  r^stered  upon  the  pass- 
ing of  the  professional  examination  only  herein- 
after provided  for : 

(A)  All  persons  of  twen^-one  years  of  age  or  over  who 
shall,  after  the  coming  into  operatiott  of  this  Act, 
pass  the  examination  in  general  knowledge  and  the 
professional  examination  for  accountants  pre- 
scribed by  the  Council. 

4.  — No  persons,  unless  they  are  of  good  character  and 
reputation,  shall  at  any  time  be  entitled  to  be  roistered. 

The  Registered  Accountants  of  New  Zealand. 

5.  — Immediately  upon  the  election  of  the  Council  the 
members  of  the  Council  and  all  other  persons  who  may 
thereafter  be  registered  shall  become  and  they  are  hereby 
incorporated  as  a  body  corporate,  possessing  a  seal  and  a 
perpetual  existence,  under  the  name  of  the  Registered 
Accountants  of  New  Zealand  (hereinafter  referred  to  as 
''the  Institute").  All  registered  accountants  shall  if  so 
facto  be  members  of  the  In^stitute. 

6.  — ^Within  six  weeks  of  the  coming  into  operation  of 
this  Act  the  Registrar-General  shall,  by  advertisement  to 
be  published  in  such  newspapers  as  he  may  think  fit,  invite 
applications  to  be  registered  from  persons  who  are 
qualified  to  be  registered  under  section  three  of  this  Act, 
and  may  prescribe  a  time  within  which  such  applications 
will  be  received.  Every  application  must  be  in  the  form 
or  to  the  effect  set  out  in  the  Second  Schedule  heiato,  and 
must  be  accompanied  by  a  remittance  to  the  value  of 
twenty-one  shillings.  The  applicant  must  state  in  his 
application  whether  he  is  or  is  not  prepared  to  act  as  a 
member  of  the  Council  should  he  be  elected. 

7.  — ^Upon  the  receipt  of  such  application  the  Registrar- 
General  shall  within  thirty  days  prepare  a  list  of  all  who 
have  applied  for  registration,  and  also  a  second  list  of  all 
persons  who  have  signified  their  willingness  to  become  a 
member  of  the  Conncil,  and  shall  thereupon  post  such 
second  list  to  every  person  who  has  applied  to  be  regis*  ' 
tered,  together  with  a  voting  paper  in  the  form  in  the 
Fourth  Schedule  hereto,  and  shall  name  a  day,  being  not 
less  than  thirty  days  from  the  posting  by  him  of  such 
voting  paper,  upon  which  the  form  shall  be  returned  to  j 
him  in  an  envelope,  on  the  outside  of  whic^  shaU  be 
written  "Voting  Paper  ^|iiye^^;iAeb(®i^|^(Si«  Regis- 
tered Accountants,*'  or  words  to  the  liln  efiecti  and  m31 
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penons  who  retam  such  voting  papers  shall  be  entitled  to 
Tote  upon  &e  election  of  members  of  the  Council. 

8.  — AU.  pvBoos  who  have  sigoified  their  willingness  to 
become  members  of  the  Council  shall  be  deemed  to  have 
been  nominated  for  the  towns  in  which  the  said  persons 
respectively  reside ;  and  all  other  persons  residing  outside 
of  Auckland  City,  Wellington  City,  Chtistchnrch  City,  or 
Oaoedm  City,  who  have  so  signified  their  willingness 
shall  be  deemed  nominated  for  the  provincial  towns. 

9.  — The  Council  shall  consist  of  twenty  members,  four 
of  whom  shall  represent  Auckland  City,  four  shall  repre- 
sent Welliiqfton  City,  four  shall  represent  Christdinrch 
City,  and  font  shall  represent  Dunedin  City,  the  remain* 
ing  four  shall  represent  all  or  any  other  portions  of  the 
Colony  (save  and  except  the  four  cities  mentioned),  which 
shall  be  hereinafter  referred  to  as  the  "provincial  towns." 

10.  — Upon  the  day  named  by  the  Registrar-General  for 
the  retnm  of  the  said  ballot  papers,  or  ea  soon  thereafter 
as  he  shall  deem  fit,  he  shall  proceed  to  the  election  of  the 
Council,  and  shall  call  in  any  three  accountants  prac- 
tising in  Wellington  be  may  decide  upon  to  act  as 
scrutineers.  The  Registrar-Genual  shall  in  their  presence 
upea  the  letters  containing  the  said  ballot  papers. 

11.  -— No  ballot  paper  shall  be  received  nor  shall  be  used 
in  the  election  unless  the  signature  of  the  person  signing 
the  same  shall  have  been  witnessed  by  a  Justice  of  the 
J'eace.  Postmaster,  cle^man,  solicitor,  doctor,  Mayor, 
or  City  Councillor. 

12.  — ^The  election  shall  be  conducted  as  follows:  In  all 
cases  where  four  persons  only  have  been  nominated  for 
each  or  any  city  or  provincial  towns  the  Chairman  shall 
declare  snch  persons  to  have  been  duly  elected. 

t3.-;i^i%all  cases  where  more  than  the  required  number 
have  been  nominated  the  election  of  representatives  for 
each  city  and  for  provincial  towns  shall  be  taken  separately 
in  the  following  order : —Aucklimd,  Wellington,  Christ- 
church,  Dunedin,  and  provincial  towns.  Voting  shall  be 
by  ballot  papers  only. 

14.  — At  the  election  the  Registrar-General,  or  any  one 
appointed  by  him,  shall  write  down  the  name  of  each  can- 
didate for  Auckland  City  and  the  number  of  votes  he  has 
received.  The  four  candidates  who  have  received  the 
highest  number  of  votes  shall  be  declared  by  the  Chair- 
man to  have  been  elected,  and  th^  shall  be  the  members 
of  the  Council  representing  the  City  of  Auckland.  The 
election  for  the  other  cities  and  the  provincial  towns  shall 
then  be  proceeded  with  in  like  manner  until  the  full 
Conncil  is  elected. 

15.  — There  shall  be  no  territorial  restriction  in  voting, 
but  every  person  shall  be  entitled  to  vote  at  the  election 
for  a  member  for  each  of  the  districts.  In  the  event  of  a 
tie  in  any  one  or  other  of  these  elections  the  Registrar- 
General  sliall  possess  and  shall  exercise  a  casting  vote. 


16.  — In  the  event  of  any  dispute  or  difieieace  as  to  the 
validity  of  ballot  papers  the  same  shall  be  referred  to  the 
Registrar-General,  wbose  decision  shall  be  final  and  con- 
clusive upon  the  matter. 

17.  — ^The  Registrar-General  shall  of  his  own  motion 
supply  any  omission,  defects,  or  errors  in  this  Act  relating 
to  the  election  of  the  Conncil,  or  do  anything  not  provided 
for  by  this  Act  which  may,  in  his  opinion,  reqnixe  to  be 
altered  or  done  in  order  to  bring  about  the  electioni  of  the 
Council,  and  any  act  or  thing  so  done  or  omitted  to  be 
done  by  him  which  is  necessary  to  bring  about  the  election 
of  the  Council  sbaJX  be  deemed  to  be  autiiorised  tmder 
this  Act. 

t8.— The  election  of  the  Council  shall  be  for  four  years, 
but  subject  to  alterations  as  follows :  — ^At  the  end  of  the 
first  year  five  of  the  Conncil  shall  retire — viz.,  Auckland 
one,  Wellington  one,  Christcfanrch  one,  Dnnedin  one,  pro- 
vincial towns  one.  The  same  upon  the  second  year, 
excluding  the  members  who  retired  at  the  expiration  of  the 
first  year,  and  thereafter  yearly,  and  those  shall  retire  who 
have  been  earliest  elected. 

19. — During  the  first  three  years,  if  any  difiezence  shall 
arise  as  to  which  of  the  members  shall  retire,  the  same 
shall  be  decided  by  ballot,  those  who  have  previously 
retired  being  excluded  therefrom. 

3o.~Upon  the  election  of  the  Council  the  Registrar^ 
General  shall  give  notice  in  writing  to  those  who  have 
been  so  elected  to  the  Council,  and  shall  convene  a  meet- 
ing of  the  Council  to  be  held  at  Wellington  at  some  place 
and  date  to  be  fixed  by  him,  being  not  more  than  twenty- 
eight  days  from  the  date  of  the  election. 

21.  — At  such  first  meeting  of  the  Cotmcil  ten  shall  form 
a  quorum.  The  Registrar-General,  or  some  person 
appointed  by  him,  shall  attend  the  said  meeting,  and  shall 
hand  over  to  the  same  all  applications  for  re^stration 
received  by  him  and  the  list  of  applications  prepared  by 
him,  and  shall  present  an  account  of  all  moneys  received 
by  him  for  application  fees. 

22.  — The  R^strar-General  shall  deduct  from  such  fees 
all  expenses  incurred  by  him  in  connection,  with  any  duties 
devolving  upon  him  under  this  Act,  and  the  balance  of  the 
moneys  received  by  him  shall  be  paid  by  the  said  Regis- 
trar-General or  by  the  Colonial  Treasurer  unto  the  said 
Council,  and  thereupon  the  Registrar-General  shall  have 
no  further  duties  under  this  Act. 

33. — ^At  such  first  meeting  the  Council  shall  proceed  to 
the  election  of  three  members  of  the  Council  as  President, 
Vice-President,  and  Treasurer  respectively ;  the  Council 
shall  also  appoint  a  Secretary,  who  shall  be  a  paid  ofiicer. 
The  Secretary  may  be  a  member  of  the  Council  or  any 
other  person  (providing  he  is  a  registered^awonntant)  jthat 
the  Council  may  choose*        Digitized  by  VjOOQlC 
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the  Institute  of  the  Council,  to  be  conducted  in  the 

manner  which  may  be  prescribed  by,  and  at  any  town  or 
place  the  Council  may  from  time  to  time  decide.  Any 
casual  vacancies-  shall  be  filled  by  the  Council,  but  any 
person  so  appointed  shall  hold  office  only  until  the  next 
annual  election  of  the  Council.  Any  member  of  the 
Council  may  retire  at  any  time  by  giving  one  month's 
notice.  A  meeting  of  the  Council  shall  take  place 
immediately  before  each  annual  meeting,  and  fourteen 
days'  notice  of  such  Council  meeting  shall  he  given. 

35. — ^Members  of  the  Council  may  vote  at  any  Council 
meeting  by  proxy  upon  any  question  of  which  due  notice 
has  been  given.  Such  proxy  shall  state  upon  which  ques- 
tion or  questions  the  holder  is  authorised  to  vote,  and 
such  vote  can  be  given  upon  such  question  or  questions 
but  upon  no  other.  The  Council  shall  prescribe  the  form 
of  proxy  to  be  used. 

a6. — ^Any  member  of  the  Council  who  is  absent  from 
three  consecutive  Council  meetings,  unless  he  has  obtained 
leave  from  the  President  to  so  absent  himself,  shall  ifsc 
■facto  cease  to  be  a  member  of  the  Council. 

Duties  of  Council. 
37.~The  Council  shall,  upon  payment  of  the  prescribed 
fee,  enter  in  the  Register  the  names  of  any  persons  who 
may  apply  to  the  Council  to  be  registered  who  in  the 
opinion  of  the  Council  possess  the  qualification  prescribed 
by  this  Act.  The  Council  may  at  their  option  treat  the 
applications  made  to  the  Registrar-General  as  if  the  same 
had  been  made  to  them. 

28.  — ^The  Council  shall,  by  advertisement  inserted 
in  any  one  or  more  newspapers  and  in  the  Nob 
Zealand  Gazette,  call  for  applications  from  persons  desiring 
to  be  registered,  and  shall  register  the  names  of  those 
persons  applying  who  in  their  opinion  possess  &e 
qualifications  prescribed  by  this  Act.  No  applicaticm  shall 
be  received  unless  it  is  in  the  form  or  to  the  effect  of  the 
Fifth  Schedule  hereto,  accompanied  by  the  prescribed 
fees. 

29.  — If  the  Council  shall  be  of  opinion  that  any 
applicant  for  registration  does  not  possess  the  prescribed 
qualifications,  the  Council  may  decline  to  register,  and 
shall  notify  such  applicant  that  they  so  decline,  and  shall 
give  the  reasons  for  so  doing.  Should  any  person  feel 
aggrieved  by  the  Council  so  determiniag,  he  may  at  any 
time  within  three  months  issue  a  summons  in  the  Supreme 
Court  calling  upon  the  President  of  the  Council  to  show 
cause  before  a  Judge  thereof  in  Chambers  why  such  person 
should  not  be  registered.  Upon  the  hearing  of  such 
summons  evidence  may  be  given  orally  or  by  affidavit,  or 
in  any  way  the  Court  or  Judge  may  order ;  and  the  Court  or 
Judge  may  make  an  order  dismissing  the  same,  or  may  order 
that  the  name  of  such  person  shall  be  inserted  upon  the 
Register,  and  may  order  such  costs  to  be  paid  to  or  by  the 


Council  as  the  Court  or  Judge  may  think  fit,  without 

reference  to  the  scale  of  costs  provided  by  the  Supreme 
Court  Code,  and  may  order  such  costs  to  be  paid  as 
between  solicitor  and  client  or  otherwise. 

30.  — All  registered  accountants  shall  be  entitled  to 
describe  themselves  as  snch  by  using  the  words  'Reg. 
Acct."  (Registered  Accountant)  after  their  names.  A 
registered  accountant  may  practise  as  a  public  accountant 
at  any  time  by  giving  notice  to  the  Council  and  payiog 
the  prescribed  fees. 

31.  — ^All  registered  accountants  who  take  out  a  practising 
certificate,  and  who  are  carrying  on  business  openly  as 
accountants  on  their  own  account  solely  or  in  partnership 
with  any  other  person,  shall  be  public  accountants,  and 
shall  be  entitled  to  describe  themselves  as  such  by  using 
the  letters  *'P.A."  (Registered  Public  Accountant)  after 
their  names. 

32.  — All  registered  accountants  who  have  passed  the 
examinations  prescribed  by  the  New  Zealand  Institute  of 
Accountants  or  the  Association  of  Accountants  of  this 
Colony,  or  by  any  other  recognised  associatioa  of  account- 
ants in  any  other  portion  of  the  British  Empire  or  else- 
where approved  by  the  Council,  shall  have  their  names 
duplicated  in  a  second  Register  to  be  called  the  "Roll  of 
Examined  Accountants,"  and  shall  be  entitled  to  describe 
themselves  as  such  by  using  ttie  letter  "  E."  after  the  words 
"Reg.  Acct."  if  they  are  registered  accountants  only,  or 
after  the  letters  "P-A."  if  they  are  public  accountants. 

33.  — A  person  commits  an  offence  if  he  at  any  time  uses 
the  words  "R^.  Acct.,"  or  the  letters  "P. A.,"  or  the  letter 
"E."  after  his  name  unless  he  is  authorised  by  this  Act 
to  use  the  same  ;  > 

Provided  always  that  it  shall  be  a  complete  defence  in 
'any  proceedings  if  the  defendant  proves  that  he  is  a  bond 
fide  member  of  any  society  or  body  represented  by  the 
said  letters  or  that  he  is  entitled  by  any  other  reason  to  so 
use  them.  In  all  proceedings  proof  that  the  defendant 
used  the  said  letters  shall  be  frimd  faeit  evidence  that  he 
has  unlawfully  used  them. 

34.  — ^The  Council  may  remove  from  the  Register  the 
name  of  any  person  who  is  in  arrear  for  three  months  with 
the  payment  of  any  fees  due  or  payable  by  such  person 
under  the  Act  or  under  any  regulation  made  by  the 
Council,  and  after  posting  notice  of  such  removal  to  such 
person's  registered  address  it  shall  be  unlawful  for  him  to 
use  any  letter  or  words  indicating  that  he  is  a  registered 
accountant  under  this  Act ;  and  no  member  shall  exercise 
his  right  to  vote  if  he  is  in  arrear  with  the  payment  of  any 
such  fees. 

35.  — The  Council  may  at  any  time,  pending  inquiry  into 
any  charge  or  complaint  against  a  member  of  the  Institute 
and  before  a  final  decision  thereon,  require  him  by  notice 
in  writing,  delivered  to  him  persona!!^  Vt^^dsW  to  his 
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rtgiaterod  address,  to  deliver  his  diploma  and  any  certifi- 
cate of  the  Instxtate  which  may  have  bean  issaed  to  him 
into  the  custody  of  the  President  or  Vice-President  of  the 
Institute ;  and  inch  member  shall  be  guilty  of  an  offence 
nndn  fliu  Act  if  he  fails,  nnless  he  can  show  good  caate 
itx  soch  failnre,  for  fourteen  days  after  receipt  of  soch 
notice  or  of  such  posting  to  deliver  the  same. 

36.  — ^Tbe  Council  may  remove  the  name  of  any  member 
who  has  been  convicted  of  any  ofitence  for  which  the 
penalty  may  be  imprisonment  for  any  term,  or  who  has 
left  the  Colony  for  over  twelve  months,  or  who  is  deceased. 
01  who  has  been  gnilty  of  a  wilful  and  continuous  breach 
of  any  r^nlations  made  by  the  Council  under  the  powers 
and  anthorities  conferred  by  this  Act^  or  vrtio  has  been 
guilty  of  nnprofessional  condnct,  or  profesnonal  mis* 
conduct,  or  guilty  of  any  offence  under  this  Act. 

37.  — ^Any  person  who  has  been  removed  from  Uie 
Register  may  apply  to  be  reinstated,  and.  unless  he  has 
been  removed  fta  any  cause  affecting  his  diaracter  or 
reputation,  or  for  professional  misconduct,  or  for  vrant  of 
professional  conduct,  or  for  wilful  and  continuous  breach 
<A  any  legnlations  made  the  Council,  he  shall  be 
entitled  as  of  light  to  be  reinstated  npon  payment  of  any 
fees  which  may  be  prescribed  by  the  Council.  In  all  other 
cases  the  Council  shall  have  a  discretionary  right  to 
reinstate  such  person ;  and  if  the  Council  shall  refuse  to 
reinstate  the  applicant  he  may  petition  a  Judge  in 
Chambers  to  grant  soch  reinstatament ;  and  the  Court,  in 
considering  and  deciding  such  petition,  may,  if  such  person 
has  been  removed  for  wilful  and  continuous  breach  of  the 
said  n^nlations,  order  such  person  to  be  reinstated  upon 
payment  of  a  penalty  not  exceeding  fifty  pounds  to  the 
Council,  and  in  all  other  cases  may  act  npon  the  same 
[tfiaciples  as  are  applied  by  the  Court  in  considering 
applications  by  barristers  or  solicitors  for  reinstatement 
who  have  been  removed  from  the  rolls  for  any  offence  or 
fur  i»Dfessional  misconduct. 

38.  — Tbe  Council  shall  remove  from  tiie  Register  the 
name  of  any  person  who  has  resigned  his  membership  of 
the  iDStitnte,  bat  such  person  shall,  at  the  discretion  of  the 
Cooncil,  be  entitled  to  be  registered  again  at  any  time 
vptm  pnymaat  of  the  prescribed  fees. 

39.  — ^All  proceedings  against  the  Institnte  shall  be  in  the 
came  of  or  against  the  President,  who  shall  appear  and  sue 
and  be  soad  Ux  and  on  behalf  of  the  Institnte.  Service  of 
any  procoedings  shall  be  good  if  made  npon  the  President, 
Vxe-Pnaideot.  w  any  otiier  member  of  the  Conndl  of  the 
IcttitBtie.  Ai^  judgment  or  order  against  the  President 
nadez  which  money  is  to  be  paid  shall  bind  and  be 
enfocoeablc  agamst  the  property  and  assets  of  the 
Institata. 

4o^It  shall  be  lawful  for  the  Institute  to  acquire 
ssficienc  frodwld  or  leasehold  land  in  any  part  of  the 


Colony  npon  which  to  erect  chambers  for  the  purpose  of 
the  Institute,  and  to  let  or  sell  such  parts  of  same  as  shall 
not  be  required  for  their  immediate  occupation. 

41.  — The  Council  shall  have  power  to  borrow  any  sum 
or  sums  of  money  for  the  purpose  of  erecting  offices  or 
buildings  for  the  use  of  the  Institnte,  and  to  give  a 
mortgage  over  any  freehold  or  leasehold  property  it  may 
possess  for  the  purpose  of  securing  the  repayment  of  such 
sum  or  sums  so  borrowed,  or  to  issue  debentures  charged 
upon  all  the  property  of  the  Institute  of  whatsoever  kind ; 
and  no  mortgagee  shall  be  called  upon  to  inquire  as  to  the 
object  for  which  such  moneys  are  borrowed  or  shall  be 
affected  by  any  defect  or  irregularity  in  any  proceedings 
of  the  Council  or  Institute  authorising  such  money  to  be 
borrowed;  and  the  execution  by  the  Council  in  the  pre* 
scribed  form  of  any  such  mortgage  or  debentures  shall  be 
conclusive  evidence  of  the  right  of  the  Council  or  Insti- 
tute to  borrow  the  moneys  purporting  to  be  secured. 

42.  — The  Council  shall  have  full  discretion  to  deal  with 
the  funds  and  property  of  the  Institute,  and  to  invest  the 
same  by  deposit,  or  by  the  purchase  of  bonds  or  stock 
guaranteed  by  the  New  Zealand  Government  or  by  any 
local  body,  or  to  lend  the  same  upon  the  mortgage  of  free- 
hold lands  within  the  Colony  in  such  manner  as  they  may 
consider  advisable  or  as  the  members  thereof  may  in 
general  meeting  determine. 

Famtrs  of  the  Council. 
43- — (0  Without  limiting  any  general  authority  to  make 
such  regulations  as  they  may  think  necessary  or  advisable, 
the  Council  shall  have  full  authority  to  make  regulations 
as  follows ; — 

(a)  Providing  for  the  convening,  condnctj  and  good  order 

of  the  meetings  of  the  Council  and  of  members  of 
the  Institute,  and  of  all  things  incidental  thereto  : 

(b)  For  holding  soch  examinations  of  persons  who  wish 

to  qualify  for  the  insertion  of  their  names  upon 
the  Register,  and  to  fix  the  fees  payable  in  respect 
of  such  examinations : 

{e)  For  appointing  any  person  or  persons  honorary 
members  of  the  Institute  upon  such  terms,  for  such 
length  of  time,  and  upon  such  condttiom  as  the 
Council  may  prescribe: 

(1/)  To  compile  examination  papers  for  candidates  for 
registration,  to  fix  the  subjects  in  which  they  are  to 
be  examined,  and  to  decide  what  proportion  of 
marks  shall  be  obtained  to  enable  the  candidate  to 
pass : 

(«)  To  fix  the  times  and  places  at  which  such  examina- 
tions shall  take  place : 

(/)  Providing  when  and  at  what  date  each  person  whose 
name  is  on  the  Register  shall  pay  to  the  Council  the 
annual  fees  prescribed  by  the  schedule  of  fees  set 
out  in  the  First  Schedule  .hereto,  and  for  issuing 
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annual  certificates  to  such  persons  on  payment  of 
such  fees,  and  for  providing  that  each  member  shall 
have  a  registered  postal  address  to  which  notifies 
may  be  posted : 
{g)  For  striking  off  the  Register  the  name  of  any  person 
who  has  been  persistently  guilty  of  any  breach  of 
the  regulations,  or  who  has  refused  to  comply  with 
the  same,  and  who  has  been  cited  to  appear  before 
the  Council  and  has  had  an  opportunity  of  defend- 
ing himself : 

(h)  Providing  as  to  how  any  notices  required  under  this 

Act  shall  be  given : 
(f)  For  defining  professional  misconduct,  or  what  shall 
be  a  want  of  professional  conduct,  on  the  part  of 
any  member: 

{/)  For  dealing  with  the  funds  of  the  Institute  as  the 

members  thereof  may  in  general  meeting  determine, 
and,  inler  alia,  to  use  such  funds  for  the  purpose 
of— 

(i.)  Assisting  any  member  of  the  Institute  whose 
circumstances,  in  the  opinion  of  the  Council,  may 

render  assistance  necessary ; 

(ii.)  To  pay  the  practising  fee  of  any  member ; 

(iii.)  To  grant  prizes  for  scholarships  at  any 
school  or  university,  or  to  offer  prizes  to  be  com- 
peted for  by  members  of  any  accountant  students' 
society ; 

(iv.)  To  pay  the  fees  of  any  member  who  is 
unable,  in  the  opinion  of  the  Council,  through 
poverty  to  pay  the  same ; 

(v.)  To  assist  the  widow,  wife,  or  children  of 
any  deceased  member ; 

(vi.)  To  assist  any  district  accountants'  society ; 

(vii.)  To  assist  in  any  manner  in  the  advance- 
ment of  the  profession  of  accountancy ; 

(viii.}  To  publish  any  newspaper  or  magazine 
iu  the  interests  of  accountancy,  and  to  assist  with 
funds  any  such  paper  published  by  any  outside 
person; 

(iz.)  To  provide  and  keep  up  any  library  for  the 
use  of  the  members : 

(i)  For  the  payment  of  travelling  and  other  expenses  of 

members  of  the  Council  or  any  delegates  of 
members; 

(/}  For  regulating  inquiries  into  the  professional  conduct 

or  misconduct  of  members : 
(m)  For  suspending  any  member  from  practice  during  the 

hearing  of  any  criminiU  charge  brought  f^ainst 

him  in  any   Court  of  law  possessing  criminal 

jurisdiction : 

(»}  For  renting  offices,  for  engaging  and  paying  clerks, 
retaining  counsel,  eng^og  a  solicitor  or  solicitors 


or  any  other  person  or  persons  whose  services  tiiegr 
may  require,  and  for  dismissing  any  person : 

(«)  For  the  holding  of  inquiries  into  any  charges  brought 
against  members  of  the  association,  and  for  the 
conduct  of  such  inquiries : 

{p)  For  the  settlement  of  disputes  and  differences 
between  members  personally  by  referring  the  same 
to  arbitration  or  in  any  other  manner,  and  for  the 
settlement  of  any  disputes  between  the  Council  or 
the  Institute  and  any  person  or  persons: 

[;)  For  promoting  harmony  and  goodwill  between  the 
members  personally : 

(r}  For  promoting  any  act,  matter,  or  thing  which  will 
tend  to  benefit  the  profession  of  accountanqr,  and 
in  particular  for  drawing  a  scale  of  fees  which  the 
Institute  may  recommend  as  fair  and  reasonable 
for  all  classes  of  accountancy  work  : 

(s)  Providing  for  the  doing  of  anything  which  will  tend 
directly  or  indirectly  to  promote  the  objects  of  this 
Act: 

{/)  For  the  repeal,  alteration,  or  variation  from  time  to 
time  of  any  regulation  made  under  the  powers 
herein  conferred : 

(w)  Providing  for  the  custody  of  the  seal  of  the  Institute, 
and  the  method  in  which  instruments  requiring  to 
be  executed  by  the  Institute  shall  be  executed,  by 
whom  the  seal  of  the  Institute  is  to  be  affixed  to 
any  document,  and  the  number  of  witnesses  to 
attest  the  sealing  of  any  document  on  which  the 
seal  is  used : 

(v)  For  the  issue  of  diplomas  of  membership  to  members, 
and  for  fixing   the   fee,   being   not  more  than 
twenty-one  shillings  in  respect  of  the  same. 
(2)  All  regulations  made  by  the  Council  shall,  until  sub- 
mitted to  the  members  of  the  Institute,  have  the  same  force 
and  effect  as  if  they  had  been  duly  passed  by  a  meeting  of 
the  members : 

Provided  always  that  all  such  regulations  shall  lapse 
unless  they  are  laid  before  and  are  approved  by  a  meeting 
of  the  members  of  the  said  Institute,  which  meeting  shall 

be  held  within  six  months  of  such  regulations  being  made. 

44.  — In  any  legal  proceedings  the  production  of  a  copy 
of  such  regulations,  purporting  to  bear  the  signature  of  the 
President  or  Vice-President  and  Secretary,  or  by  two 
members  of  the  Cpt^ncil.  shall  be,  until  the  contrary  is 
proved,  conclusive  evidence  that  such  regulations  have 
been  duly  and  properly  made,  and  that  such  regulations 
are  valid  and  are  in  full  force  and  effect. 

45.  — The  Council  may  call  upon  a  member  to  appear 
before  it  and  answer  any  charge  involving  moral  turpitude 
or  professional  misconduct  or  want  of  professional 
conduct,  and  may,  if  it  finds  the  charge  proved,  suspend 
such  member  from  prp^^^g^|^:^f»^^0^^^i^from  the 
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Register,  subject  to  the  right  of  appeal  by  such  member  to 
the  So^neme  Court  or  to  a  general  meeting  of  the  members, 
and  no  member  shall  resign  his  membership  pending  the 
honrifig  of  anj  su^  chai^B. 

Ofmees, 

46.  — ^After  six  months  from  the  time  of  the  coming  into 
operation  of  this  Act  no  person  other  than  a  public 
Bcconntant  shall  hold  himself  Ont  to  the  public  as  a  pablic 
acconntant  or  auditor,  or  shall  use  the  words  "public 
accountant  "  or  "  auditor,"  or  any  letter  or  letters,  after  his 
name  in  connection  with  himself  or  his  business,  either 
alone  or  in  combination  with  any  other  word  or  letter 
tending  to  soggest  that  he  is  a  public  acconntant,  or  shall 
directly  or  indirectly  do  anything  which,  in  the  opinion  of 
the  Court,  tends  to  convey  to  the  public  that  such  person 
is  a  public  acconntant  under  this  Act 

47.  — (i)  No  person,  nnless  he  is  a  public  accountant, 
shall  perform  for  hire  any  accotmtancy  work  ;  but  nothing 
in  this  section  shall  affect  any  clerk,  manager,  or  other 
person  who  is  paid  a  salary  by  the  week  or  year,  and 
whose  iriiole  time  in  btisiness  hours  is  at  the  disposal  of 
his  employer. 

(a)  Any  contracts  for  accountancy  entered  into  by  any 
person  prior  to  the  coming  into  operation  of  this  Act  may 
be  completed  at  any  time  within  one  year  from  the  coming 
into  operation  of  this  Act  withont  committing  an  otFence. 

4S. — ^AU  r^^ered  accountants  who  take  out  a  practising 
certificate  shall,  during  the  currency  of  such  certificate,  be 
entitled  to  perform  any  accountancy  woA  save  and  except 
the  auditing  of  public  companies  registered  tinder  the 
Companies  Act,  but  shall  not  advertise  themselves  as 
acconntants  or  hold  themselves  out  as  public  accountants. 
"  Public  company  "  shall,  for  the  purposes  of  this  Act,  be 
any  company  possMsing  more  than  fifteen  shareholders. 

49.  — No  public  accountant  shall  allow  bis  name  to  be 
used  by  any  unqualified  person. 

50.  — ^Ai^  public  accotmtant  who  practises  for  reward 
during  snob  time  as  he  may  be  suspended  shall  be  guilty 
of  an  offence ;  and  any  registered  accountant  (not  being 
a  public  acconntant)  who  during  the  time  he  may  be 
suspended  shall  be  guil^  of  an  offence  if  he  performs 
acootmtancy  for  any  person  other  than  an  employer  by 
whom  he  is  engaged  as  a  clerk  by  the  week  or  year  and 
who  is  entitled  to  his  whole  time  as  set  out  in  section 
foi^-j»M  of  this  Act. 

51.  — ^Asy  public  acconntant  who  practises  without 
taking  out  his  annual  certificate  and  paying  the  fee  due 
therennder,  and  any  registered  accountant  who  shall  per. 
ffom  accountancy  for  any  other  person  than  an  emjdoyer, 
as  set  out  in  section  for^-jnm*,  without  taking  out  a  prac- 
tising certificate,  shall  be  guilty  of  an  offence ;  and  neither 
a  pabHc  acconntant  nor  a  registered  accountant  shall  be 


entitled  to  recover  pa3rment  for  any  services  peifc»med  by 
him  during  the  time  such  certificate  is  not  taken  out. 

5X. — ^Any   public   acconntant   who   shall  wrongfully 
impart  any  information  which  has  come  to  him  in  the 
course  of  his  professional  work  to  a  person  to  whom  he  is 
not  authorised  to  disclose  the  same  commits  an  offence. 
PenalHts. 

53.  — Anything  done  which  is  prohibited  under  this  Act 
shall  be  an  offence. 

54.  — Every  person  who  commits  an  offence  under  this 
Act  shall  be  liable  upon  conviction  to  a  penalty  not 
exceeding  -^fty  pounds.  All  offences  under  this  Act  shall 
be  heard  and  determined  summarily  and  befOTe  a 
Stipendiary  Magistrate. 

Kxamnaiions. 

55.  — Save  and  except  the  persons  named  In  section  ihtte, 
paragraphs  (a)  to  (f)  hereof,  from  and  after  the  coming 
into  operation  of  this  Act  no  person  shall  be  entitled  to 
have  his  name  inserted  in  the  Register  unless  he  has  com- 
plied with  the  regulations  and  passed  the  examinations 
herein  prescribed. 

56.  — The  examination  shall  consist  of  two  parts,  one  of 
which  shall  be  the  examination  in  general  knowledge, 
the  other  in  the  theory  and  practice  of  accountancy,  which 
shall  be  called  "the  professional  examination." 

57.  — The  general  knowledge  shall  be  the  Matriculation 
Examination  of  the  University  of  New  Zealand,  or  any 
other  examination  not  being  of  a  h^her  standard  than  the 
matriculation)  which  the  Council  may  prescribe. 

58.  — ^The  syllabus  of  the  professional  examination  shall 
comprise  questions  in  bookkeeping,  mercantile  and  part- 
nership law,  company  law,  accounts,  auditing,  the  law 
relating  to  trustees  and  executors,  bankrnptcy,  receivers, 
including,  inUv  alia,  the  Acts  of  the  General  Assembly  <rf  New 
Zealand  mentioned  in  the  Third  Schedule  hereto,  the  pre- 
paration of  Balance  Sheets,  reports,  and  all  other  matters 
which,  in  the  opinion  of  the  Council,  will  fairly  test  a 
candidate's  knowledge  of  mercantile  accountancy  in  all 
its  branches. 

The  Corporate  Seal. 

59.  — The  seal  of  the  Institute  shall  be  made  of  metal  or 
of  rubber,  and  shall  have  on  its  face  "The  Registflred 
Accountants  of  N.Z."  in  a  circle,  and  in  the  centra  the 
word  "Incorporated,  1903." 

60.  — Any  contract  which  if  made  between  private  persons 
does  not  require  to  be  under  seal  may,  if  made  between  the 
Institute  and  any  person  or  persons,  be  signed  for  uid  on 
behalf  of  the  Institute  by  any  two  members  of  the  Council 
duly  authorised  for  that  purpose  by  resolution. 

General, 

61.  — The  President,  and,  in  his  abseqce.  the  Vice- 
President,  or,  in  his  absence,  9^  iffl«is^^^C^€P^t@i 
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shall  talce  the  chair  at  all  meetings  of  the  members  or  oi 
the  Coancil. 

62. — Upon  all  questions  and  at  any  meeting  each  member 
of  the  Institute  or  of  the  Council  shall  have  one  vote ;  the 
Chairman  shall  have  a  casting  vote  as  well  as  a  deliberate 
vote. 

6j.— The  President,  or,  in  his  absence,  the  Vice-Presi- 
dent, shall,  upon  requisition  in  writing  signed  by  not  less 
than  twenty-one  members,  convene  a  general  meeting  to 
discuss  any  matters  in  connection  with  the  Institute.  Such 
requisition  shall  state  the  business  for  which  the  meeting 
shall  be  called,  and  upon  the  receipt  of  such  requisition 
the  President  shall  within  thirty  days  convene  a  meeting 
of  the  members ;  but  it  shall  not  be  obligatory  upon  the 
President  or  Vice-President  to  convene  such  meeting  unless 
the  requisittonists  shall  deposit  with  him  a  sum  sufficient 
to  cover  the  reasonable  expenses  of  the  members  of  the 
Council  in  coming  to  such  meeting,  not  exceeding  in  all 
the  sum  of  fifty  poanda.  At  such  meeting,  except  with  the 
leave  of  the  Oiairman,  no  other  business  than  that  men- 
tioned in  the  requisition  shall  be  entered  upon.  If  the 
President  or  Vice-President  shall  not,  upon  the  receipt  of 
such  requisition,  convene  the  said  meeting  of  the  Council 
within  thirty  days,  it  shall  be  lawful  for  the  parties  sign- 
ing the  said  requisition  or  any  one  or  more  of  them  to 
convene  a  meeting  of  the  members  to  discuss  such  busi- 
ness, and  any  resolution  passed  at  such  meeting  ^all  have 
the  same  force  and  effect  as  if  they  had  been  passed  at  a 
meeting  of  the  members  of  the  Institute  duly  coavened  by 
the  Council. 

64.  — The  annual  fees  may,  after  the  first  year  of  the 
coming  into  operation  of  this  Act,  be  made  payable  upon 
a  specific  date  in  each  year,  and  such  fees  shall  be  pay- 
able by  every  member  of  the  Institute  upon  the  date  so 
named,  in  advance ;  and  all  members  upon  the  Register 
shall  become  indebted  as  upon  that  date  to  the  Institute 
for  the  amount  of  such  fees,  and  the  same  may  be  sued 
for  and  recovered  by  the  Council  in  the  Stipendiary  Magis- 
trate's Court  at  Wellington  or  Christchurcb,  and  for  the 
purposes  of  this  Act  no  objection  shall  be  valid  that  the 
cause  of  action  arises  out  of  the  district  in  wfiich  those 
Courts  are  situated. 

65.  — The  Institute  shall  have  a  registered  office,  and 
shall  file  with  the  Registrar  of  Companies  at  Wellington 
the  place  and  address  where  such  registered  office  is 
situated,  who  shall  cause  the  same  to  be  advertised  in 
the  New  Zealand  Gauttt. 

66.  — ^Any  matter  agreed  to  by  the  President,  the  Vice- 
President,  the  Treasurer,  and  a  majority  of  the  other 
members  of  the  Council  in  writing  shall  have  the  same 
force  and  effect  as  if  the  same  bad  been  passed  by  a  reso- 
lution of  the  Council  duly  and  properly  convened, 
althoogh  no  meeting  of  the  Conncil  has  been  called. 


SCHEDULES. 

FIRST  SCHEDULE. 

Schedule  of  Fees.  /  s  d 

Upon  any  application  to  the  Registrar-General  to 
be  registered .,       ..       ..       ..       ..  ..iio 

Upon  any  application  to  the  Coancil  to  be  regis- 
tered:— 

By  persons  who  do  not  signify  their  intention 
to  practise  as  public  accountants    . .       . .    i    i  o 

By  persons  who  signify  their  intention  to 
practise  as  public  accountants  3   3  o 

By  persons  who  are  reKtstered  and  who  there- 
after signify  thdr  intention  to  practise  as 
pnblic  accountants  sac 

Annual  subscription  of  registered  accountants 
who  do  not  engage  in  accountancy  work,  or 
who  act  as  accountants  for  an  employer 
only  as  clerk,  and  at  a  salary  pud  by  the 
week,  month,  or  year  i    i  o 

Annual  subscription  by  registered  accountants 
who  are  in  employment  as  clerks,  and  who 
engage  In  accountancy  outside  of  the  usual 
employment,  but  who  are  not  public 
accountants  330 

Annual  practising  flee  of  public  accountants . .  330 

Pee  for  issuing  diploma  of  membership  i   i  o 

For  examinaUon  of  candidates  Ibr  each  exam- 
ination when  papera  an  set  by  the  Institute 
—general  knowledge  and  profesrionat      . .   3   a  o 

For  reinstatement  upon  the  Raster  . .  ..220 
All  annual  fees  are  payable  in  advance. 

SECOND  SCHEDULE. 

IRtiidenct  or  piaa  o/butimist.} 
[Dati.} 

The  Rq^strar-General,  Wellington. 

Sir,— 

I  hereby  apply  to  be  registered  under  paragraph 
of  section  3  of  the  Act 
I  intend  to  practise  as  a  puUic  aoconntant. 
I  will  accept  office  if  1  am  elected  to  the  Conndl. 
I  decline  election  to  the  Council. 

Signature : 
Otcupation  : 
Residena  «r  pkut  0/  bMituis  : 
My  registered  address  is  as  followrs 
Name : 
Risiitna  : 
Addnts : 

THIRD  SCHEDULE. 

List  op  Acts  op  the  General  Assembly  op  New  Zealand 
as  hbntiohbd  in  section  58. 
"  The  Companies  Act,  1903."  . 
"  The  Bankruptcy  Act.  jfg^i^'d  by      O  Og  IC 
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"  The  Chatteb  Tnuufer  Acts  of  1885, 1895,  and  1896,  and 
any  other  Acts  which  the  Council  may  from  time  to  time 
preacribe." 

FOURTH  SCHEDULE. 
R^GiSTBSED  Accountants  of  New  Zealand. 
Voting  Paper. 

I.  -of  ,  being  an  accountant  on  the 

(Provisional)  R^ist^-  of  Accountants,  do  hereby  vote  for 
the  election  of  the  accountants  hereunder  written  to  the 
CoancU  of  the  Registered  Accountants  of  New  Zealand  at 
the  election  to  be  held  at  Wellington  on  .  19  . 

To  rtpnuHt  Auekhnd  Ciiy. 

.of 
.of 
,  of 

,  of 

To  rtprtstht  Wellington  City. 

,of 
,of 
,  of 
.of 

To  ripreseni  Chriitehurek  Cnty. 

.of 
,of 
,  of 

,  of 

To  rtprestnt  DuHtditt  Cily. 
.of 
.  of 
.  of 
,  of 

To  nprtsent  Pravinadl  Towns. 

.  of 
.of 
.  of 
.of 

Signature  : 
Address : 
DaU: 

Signed  by  the  said  ,  who  is  well 

known  to  mCf  in  the  presence  of— 

Justice  of  the  Peace 
tor  Mayor,  City  Councillor,  Postmaster,  Member 
of  Parliament,  Clergyman,  Solicitor,  Doctor] . 

(Four)  representatives  to  be  elected  for  each  city  named 
above,  and  (four)  to  represent  the  provincial  towns. 

Acoonntants  who  have  sent  in  their  applications  to  the 
Registrar-General  are  entitled  to  vote  for  (twenty)  different 
acconntants,  whose  names  must  be  on  the  list  to  be  supplied 
by  the  Registrar-General  herewith,  and  shall  not  give  more 
than  one  vote  to  any  one  candidate.  This  voting-paper 
must  be  duly  signed  and  returned  to  the  R^istrar-General 
bj  the  day  of  .  19  • 

Thu  voting-paper  is  forwarded  for  the  sole  use  of  . 

Signature : 
Address : 
DaU: 


FIFTH  SCHEDULE. 
The  President  of  the  Council  of  Registered  Accountants. 
Sir,— 

I  hereby  make  application  to  be  registered  as  a  legistered 
accountant  [or  aa  a  public  accountant] . 
I  claim  to  be  entitled  to  roister  under  paragraph  of 

section  3  of  the  Act. 

My  qualifications  to  be  registered  are  as  follows :  lStal4 
shortly  facts  showing  applicant  comes  within  the  paragraph  he 
names.'] 

I  enclose  my  registration  fee,  £ 

My  registered  address  will  be  as  under : — 

Signature : 
Rtsidata  : 
Occupation : 

£1  IS.  fee  for  registration  as  registered  accountant. 
£3  3s.  fee  for  r^istration  as  public  accountant.  * 


Municipal  BuDits. 

The  following  further  correspondence  anent  this  matter, 
to  which  we  referred  in  our  issue  of  the  4th  inst.,  has 
appeared  in  our  contemporary : — 

{To  the  Editor  0/  the  Manchester  Guardian). 

Sir, — Time  will  justify,  or  otherwise,  the  aocuracy  of  my 
forecast  that  the  report  of  the  Departmental  Committee  on 
Municipal  Accounts  will  "  pave  the  way  for  the  general 
"  application  of  the  Local  Government  Board  audit  and  the 
"  standardisation  of  municipal  Balance  Sheets,  so  for  as  it  is 
"possible  to  effect  that  very  desirable  reform  under  the 
"  present  circumstances."  In  the  meantime  I  would  only 
point  out  that  the  terms  of  reference  to  the  Committee  are 
much  wider  than  the  letter  of  "A  County  Borough 
Treasurer  "  In  your  issue  of  to-day  suggests.  Clause  2  of 
the  reference  instructs  the  Committee  to  report,  amongst 
other  things,  "  generally  as  to  the  system  on  which  the 
"  accounts  of  the  various  local  authorities  in  England  and 

Wales  should  be  kept,"  &c. 

Now,  it  is  obvious  that  if  the  local  authorities  are 
instructed  to  keep  their  accounts  upon  a  clear  and  well- 
de&oed  plan,  which  will  include  the  observation  of  certain 
regulations  as  to  the  provision  for  depreciation  and  those 
other  objects  around  which  the  audit  controversy  has  raged 
during  recent  years,  the  only  question  left  for  settlement  is 
the  largely  formal  one  of  who  shall  be  responsible  for  the 
supervision  of  this  system.  It  is  quite  possible  to  devise  a 
system  of  accountancy,  as  "  A  County  Borough  Treasurer  " 
knows,  that  is  by  itself  an  audit,  and  in  that  case  the  duties 
of  the  auditor  would  be  largely  of  a  formal  character. 

The  proposals  of  the  Joint  Select  Committee  on  Municipal 
Trading  were,  however,  of  a  very  diffeij^nT  aat^ei-Y|r^ey 
would  confer  upon  professl^^^^^aho^s'  yife^^^Sry 
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powers  respecting  controversial  questions,  a  state  of  affairs 
which  I  cannot  imaKine  would  be  acceptable  to  municipal 
corporations  that  desire  to  retain  financial  policy  in  their 
own  hands. 

"A  County  Borough  Treasurer's"  statement  that  the 
Departmental  Committee  is  over-weighted  with  Local 
Government  Board  officials  is  neither  fair  nor  accurate.  Of 
the  eight  members  of  the  Committee,  only  three  represent 
the  Government  Department. — Yours,  &c., 

July  26/A.  Your  Correspondent. 


(To  the  Editor  of  tht  Manchester  Guardian). 
Sir, — In  reply  to  your  corraqxindent's  last  statement,  I 
beg  to  inform  him  that  Mr.  W.  Runciman,  M.P.,  Parlia- 
mentary Secretary  of  the  Local  Government  Board ; 
Mr^  J.  Bromley,  accountant  to  the  Board  of  Education, 
who  was  formerly  a  Local  Government  Board  auditor ; 
Mr.  T.  Pitts,  the  assistant  secretary  of  the  Local  Govern- 
ment Board ;  Mr.  E.  P.  Burd.  chief  of  the  Aadit  Department 
of  the  Local  Government  Board,  and  Mr.  F.  Merrifield, 
ex-Local  Government  Board  auditor — five  out  of  the  eight — 
are  either  representatives  or  ex-representatives  of  the  Local 
Government  Board  and  its  effete  old  system  of  audit.  I 
leave  yonr  readers  to  dedde  whether  my  statement  or  his 
is  correct.  He  says,  "  Only  three  out  of  the  eight  represent 
the  Local  Government  Board  Department."  Certainly 
most  of  the  Corporations  of  England  would  infinitely  prefer 
as  auditors  professional  accountants  who  have  been  trained 
and  nnderstand  business  matters  to  auditors  who  have  been 
trained  to  "  strain  at  a  gnat  and  swallow  a  camel."  Of  this 
latter  I  could  give  hundreds  of  instances  from  their  actual 
audits,  for  sometimes  it  might  seem  they  were  trying  to 
drive  busy  business  men  from  taking  office  under  district 
councils. — Yours,  &c., 

A  County  Borough  Trsasurbs. 


pai^ments  to  TTtustees  ot  IDcc^b  ot 
H00ianment. 


(From  The  Solicitors'  Journal. ) 
The  decision  of  the  Court  of  Appeal  in  Davis  v.  Petrie 
[Times  6th  inst.)  emphasises  the  rule,  clearly  deducible  from 
the  provisions  of  the  Bankruptcy  Act,  1883,  that  no  payment 
should  he  made  to  the  trustee  of  a  deed  of  assignment  until 
his  title  has  been  validated  by  the  lapse  of  three  months 
without  a  receivership  order  being  made  against  the  debtor ; 
but  the  case  shows  that  the  rule  may  be  very  unjast  in 
practice,  and  it  is  unfortunate  that  a  different  result  was  not 
found  possible.  The  sections  upon  which  it  is  based  are 
well  known.  Under  Section  43  the  bankruptcy  of  a  debtor 
1  to  be  deemed  to  relate  back  to,  and  to  commence  at,  the 


time  of  the  act  of  bankruptcy  being  committed  on  which  a 
receiving  order  is  made  against  him,  or  if  there  are  several 
acts  of  bankruptcy  it  relates  back  10  the  first  committed 
within  three  months  before  the  date  of  the  presentation  of 
the  bankruptcy  petition  ;  and  this  date  consequently  fixes 
the  time  at  which  the  trustee's  title  to  alt  the  debtor's 
property  accrues.  Now,  an  assignment  by  the  debtor  of  his 
property  to  a  trustee  for  the  benefitofhiscreditors  generally 
is  itself  an  act  of  bankruptcy,  and  is  available  by  any 
creditor  for  three  months  as  a  ground  for  a  bankruptcy 
petition ;  so  that  if  such  a  petition  is  presented  within  that 
period  and  a  receiving  order  is  made,  the  deed  is  necessarily 
upset,  and  any  transaction  under  it,  unless  specially  pro- 
tected, is  void.  Such  special  protection  must  besought,  if 
anywhere,  in  Section  49,  which  enacts  that  nothing  in  the 
Act  shall  invalidate  {inter  alia)  any  payment  to  the  bankrupt — 
which  presamably  would  include  a  payment  to  the  trustee 
as  his  assignee — provided  that  the  payment  takes  place 
before  the  date  of  the  receiving  order,  and  that  the  person 
by  whom  it  is  made  has  not  at  the  time  of  payment  notice  of 
any  available  act  of  bankruptcy  committed  by  the  bankrupt. 
But  this  second  requirement  cinnot  from  the  nature  of  the 
case  te  complied  with.  The  trustee  of  the  deed  of  assign- 
ment, in  making  his  claim  to  receive  debts  due  to  the  debtor, 
gives  notice  of  the  act  of  bankruptcy  committed  by  the 
execution  of  the  deed,  and  his  claim  is  on  its  face  defective 
until  the  necessary  three  months  have  elapsed  without  bank- 
ruptcy supervening.  Hence  a  debtor  of  the  bankrupt  who 
pays  the  trustee  during  this  interval  pays  at  bis  own  risk. 

This  was  the  decision  of  the  Divisional  Court  and  the 
Court  of  Appeal  in  Davts  v.  Petrie  {supra).  On  the  5th  of 
June  1903  one  Watson  executed  a  deed  whereby  he  assigned 
all  his  property  to  Afford  for  the  benefit  of  all  his  creditors. 
The  defendant,  Mrs.  Petrie,  was  at  that  time  indebted  to 
Watson,  who  was  a  builder,  in  the  sum  of  £21  for  work 
done  for  her  by  him.  On  the  6th  of  June  Afford  by  letter 
informed  her  that  he  had  been  appointed  trustee  of  the 

■ 

deed  of  assignment  and  required  payment  of  the  £21.  She 
pM  him  the  amount  on  the  izth  of  June.  Afford  received 
other  sums  under  the  deed,  amounting  altogether  to  about 
/500,  and  made  certain  payments.  A  petition  was  presented 
against  Watson  alleging  the  execution  of  the  deed  of  assign- 
ment as  an  act  of  bankruptcy,  and  a  receiving  order  was 
made  on  the  20th  of  August.  This  was  followed  by  an 
adjudication  of  bankruptcy  on  the  gth  of  September.  The 
Official  Receiver,  acting  as  the  trustee  In  bankruptcy,  asked 
Afford  for  an  account  and  payment  of  money  in  his  hands, 
and  the  latter  on  the  3rd  of  September  sent  him  £100. 
Apparently  this  was  all  that  was  paid  over  by  Afford,  and 
Davis,  who  was  afterwards  appointed  trustee  in  the 
bankruptcy,  claimed  that  the  ^100  did  not  include  the  £21 
paid  by  the  defendant,  aRf^,."^Ji|<^(^(t^(y^[(P^7°>e°t 
to  the  trustee  under  the  dmd  of  usignment       not  a  gocxl 
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discharge  of  the  debt,  be  commenced  the  action  to  recover 
the  jf2i. 

For  the  reasons  given  above,  the  claim  was  apparently 
well  groanded.  The  Judge  of  the  Brompton  Couaty  Court, 
however,  gave  judgment  for  Mrs.  Petrie.  He  admitted  that 
the  literal  construction  of  the  Bankruptcy  Act,  1883,  was  in 
favour  ot  the  plaintiff,  bat  the  argoment  ab  ijtroffvnimfi  was 
strongly  against  bim,  and  tbe  Judge — why  do  the  reports 
carefnlly  suppress  his  name  ? — held  that,  although  the  deed 
of  assigoment  was  nullified  by  tbe  occurrence  of  the 
bankruptcy  within  three  months,  yet,  tbe  nullification  was 
impliedly  snfaject  to  an  excepticm  of  acts  rightly  done  under 
it.  But  the  Divisional  Court  and  the  Court  of  Appeal  have 
found  no  reasoa  in  the  Act  for  this  exception.  It  was  urged 
in  tbe  Divisional  Court  that,  if  the  trustee  ol  tbe  deed  of 
assignment  had  sued  the  defendant  for  the  £21,  there  would 
have  been  no  answer  to  the  clum :  and  that  until  the  deed 
was  avoided,  tbe  tmstee  acting  under  it  for  the  general  bod}- 
of  creditors  could  properly  sue.  But  to  this  tbe  Court 
replied  that  the  trustee  had  a  title  which  would  ex  hypothesi 
come  to  an  end  if  an  act  of  bankruptcy  took  place,  and  the 
deed  wras  itself  an  act  of  bankruptcy.  Any  action,  therefore, 
brought  by  the  trustee  within  the  three  months  would 
have  been  met  by  the  defence  that  his  title  was  not 
complete. 

In  tbe  Court  of  Appeal  no  attempt  seems  to  have  been 
made  to  contest  the  obvious  construction  of  the  Bankruptcy 
Act,  but  it  was  contended  that  the  tnistM  in  bankniptcy  had 
by  election  limited  himself  to  his  remedies  against  the 
trustee  of  tbe  deed  of  assignment.  He  might  either,  it  was 
said,  treat  the  trustee  under  tbe  deed  as  his  agent  to  collect 
the  debts,  and  call  upon  him  to  account  for  the  moneys 
collected,  in  wbkh  case  he  wonld  affirm  tbe  deed ;  or.  if  he 
elected  to  treat  the  deed  as  void,  he  might  treat  the  trustee 
ooder  it  as  a  trespasser,  and  claim  as  damages  an  account  of 
the  value  of  the  property  which  he  had  converted.  The 
argoment  is  founded  upon  Ex  parte  Vatigkaa  (14  Q.B.D.  25). 
In  that  cue,  as  in  tbe  present,  a  deed  of  assignmmt  bad 
been  followed  by  bankruptcy,  and  tbe  Official  Receiver 
claimed  from  tbe  trustee  under  the  deed  of  assignment 
certain  moneys  wbicb  he  had  received.  The  trustee  claimed 
to  deduct  his  expenses  of  carrying  on  the  bankrupt's 
business.  Tbe  Court  put  it  to  the  Official  Recdver  that  he 
must  treat  the  trustee  either  as  his  agent  or  as  a  trespasser. 
'*  If,"  said  Stephen,  J.,  "  you  choose  to  accept  bim  as  your 
"  agent,  you  will  be  entitled  to  an  account  of  tbe  carrying 

00  of  the  business,  and  tbe  profit  which  he  has  made,  or 
"  oi^t  to  have  made.  If,  on  the  other  hand,  yon  treat  him 
"  as  a  trespasser^  and  claim  reparation  for  tbe  wrong  be  has 
"  done  yon,  I  think  you  can  only  have  compensation  for 
"  that  of  irtikh  be  took  wrongful  possesuon."  The  Offidal 
Reoaivflr  dected  to  treat  tbe  trustee  as  a  trespasser,  and 


consequently  be  was  liable  only  for  compensation  as  just 
stated. 

In  the  present  case  it  was  alleged  that  the  trustee  in 
bankruptcy,  by  calling  on  the  trustee  under  tbe  deed  of 
assignment  for  an  account,  and  accepting  from  bim  ^^loo, 
had  elected  to  treat  tbe  trustee  under  the  deed  as  his  agent, 
and  was  consequently  debarred  from  questioning  the  validity 
of  the  payment  made  by  the  defendant  to  such  agent.  Tbe 
allegation  suggested  a  plausible  way  of  meeting  the  difficulty 
r^sed  by  the  case,  but  the  Court  of  Appeal  would  not 
allow  that  the  receipt  by  the  trustee  in  bankruptcy  of  a  sum 
on  account  was  an  election  by  bim  to  adopt  the  entire 
transaction  so  as  to  constitute  the  trustee  of  the  deed  his 
agent  in  respect  of  all  moneys  received.  The  doctrine  of 
election,  said  Vaughan  Williams,  L.J.,  applied  as  between 
two  persons,  one  of  whom  had  elected  to  act  upon  one  of 
two  alternative  views  of  his  rights,  and  in  such  a  case  he 
could  not  as  against  the  other  person,  or  any  one  claiming 
under  him,  recur  to  the  inconsistent  alternative  view  of  his 
rights.  But  when  dealing  with  a  third  person,  as  in  tbe 
present  case,  who  was  no  party  to  the  election,  it  was  a 
question  of  fact,  aye  or  no,  was  the  trustee  under  the  deed 
the  agent  of  tbe  trustee  in  bankruptcy,  and  the  mere  fact 
that  the  trustee  in  bankruptcy  had  elected  to  adopt  one  part 
of  the  transaction  by  taking  over  certain  money  collected 
and  acquired  by  tbe  trustee  under  the  deed  for  the  estate, 
and  treating  it  as  part  of  the  bankrupt's  estate,  did  not 
affect  the  right  of  the  trustee  in  bankruptcy  as  against  third 
parties  who  had  nothtng  to  say  to  it. 

In  point  of  fact,  tbe  trustee  of  the  deed  was  not  the  agent 
of  the  trustee  in  bankruptcy,  nor  was  it  shown  that  the  £100 
which  was  paid  over  included  tbe  £21  paid  by  the  defendant, 
or  any  part  of  it.  Hence  the  result  remained  that  the 
defendant  had  paid  the  £»i  to  a  person  who  was  not  entitled 
to  receive  it.  and  she  was  liable  to  pay  the  amoant  over 
again  to  the  trustee  in  bankruptcy.  But  while  this  is  iiwvit> 
able,  having  regard  to  the  provisions  of  the  Bankruptcy 
Act,  1883,  it  nuy  be  suggested  that  the  Act  ought  to  be 
amended  so  as  to  prevent  a  recarrence  of  similu'  Injus- 
tice. A  deed  of  assignment  is  perfectly  It^,  and  is  a 
recognised  mode  by  which  debtors  may  arrange  their 
affairs  without  causing  their  creditors  to  incur  tbe  expense 
of  bankniptcy  proceedings.  The  trustee  under  the  deed 
has  a  primA  fatie  title  which  sbonld  protect  all  transac- 
tions properly  done  under  it,  at  any  rate  up  to  a  certain 
limit.  It  cannot  be  expected  that  every  debtor  for  a  small 
amount  who  is  called  upon  to  pay  by  the  trustee  under  such 
a  deed  will  incur  the  expense  of  taking  legal  advice  and 
having  inquiries  made  as  to  the  trustee's  title.  If  it  would 
be  going  too  far  to  validate  all  payments  made  to  the  trustee, 
yet  tbe  Legislature  might  not  unreasonably  provide  that 
sums  up  to  tbe  £sii>  might  be  paid  to  a  trustee  under  a  deed 
of  assignment  without  theppjpg  j^^i^ig^^Jj^^er 
liability  to  pay  the  debt  over  "i^ain.  O 


198 


THE  ACCOUNTANT 


August  i8,  1906. 


Ube  proare0S  of  Hesurance. 


When  people  are  tempted  to  take  a  somewhat 
despondent  view  of  the  extravagance  of  this  connti;,  and 
to  assume  that  thrift  has  departed  from  our  shores,  it  is 
refreshing  and  enconraging  to  find  that  one  of  the  best 
barometers  we  have  shows  that  the  country  is  more,  and 
not  less,  thrifty  than  it  used  to  be.  Everyone  will  admit 
that  life  assurance  is  a  most  beaeficent  form  of  saving : 
that  it  blesses  the  man  that  saves,  and,  at  the  same  time, 
brings  untold  advantage  to  those  for  whom  the  assurance 
is  made.  And  the  sums  of  money  which  the  nation  is 
annually  devoting  to  this  purpose  are  growing  by  leaps 
and  bounds. 

An  exhaustive  Insurance  Supplement  just  issued  by  our 
weekly  contemporary  Tie  Statist  contains  the  following 
remarkable  contrast  of  the  sums  now  paid  for  life  and  old- 
age  assurance,  with  the  amounts  paid  according  to  the 
returns  of  ten  and  twenty  years  ago: — 


Annual 

Per  Head 

Premium 

of 

Income 

Population 

Population 

£ 

No. 

£ 

43,793.000 

■833 

38,838,000 

-618 

35,734,000 

•443 

Increase  (so  yeut)  . . 

+7^,000 

+■390 

Do.  per  cent.  .. 

+iaa 

+19 

+88 

Such  a  growth  testifies  to  the  increasing  importance 
attached  by  the  country  to  the  provision,  for  premature 
death  and  old  age.  The  greater  portion  of  this  expansion 
has  resulted  from  the  popularity  of  the  comparatively 
modern  form  of  assurance  known  as  "endowment 
assnrance,"  by  which  provision  is  made  both  for  premature 
death  and  for  old  age.  Until  the  eighties  "endowment 
assurance  "  was  practically  unknown,  and  assurance  was 
almost  confined  to  provision  against  death.  In  what  is 
known  as  the  "ordinary  "  section  of  life  assurance — a  term 
invented  to  distinguish  it  from  "industrial"  assurance — 
whole-term-of-life  policies  are  becoming  more  and  more 
unpopular,  while  'endowment  assurances"  are  mono- 
polising the  whole  of  the  new  business.  In  about  twenty 
years  the  amonnt  covered  by  "endowment  assurances  "  has 
grown  to  over  ^^200,000,000.  The  first  year  for  which  we 
have  comprehensive  data  of  the  descriptions  of  assurances 
in  force  was  1890,  and  in  the  short  space  of  sixteen  years 
the  growth  in  the  sum  covered  by  endowment  assurances 
of  "ordinary"  companies  has  been  ;/^i7i,ooo,ooo.  In  this 
period  the  increased  sum  covered  by  whole-term-of- 
life  policies  has  been  only  ;£63,ooo,ooo,  while  in  the  last 
four  years,  with  practically  no  increase  whatever  in  the 
whole-term-of-Iife  policies,  there  has  been  an  addition  of 
nearly  j^5o,ooo,ooo,  or  30  per  cent.,  to  "  endowment 
assurances." 

The  enormous  expansion  in  endowment  assurances  in  the 


past  few  years,  and  the  extent  of  the  increase  in  other 
forms  of  insurance,  as  well  as  the  total  growth,  wiU  be 
apparent  from  the  following  statement: — 

Ordinary  Business. 

Whole  Term  Endowment 

of  Life      Asaurances  Miscellaneous  Total 

£  £  £  £ 

1906     ..     ..  456,289,088  IOS.548.656  35.789.384  697,627.118 

190a      . .      . .   453,073,650  157,209,831  2S,98o,;6i  639,364.243 

1890      . .      . .   392,838,695  34,307,580  15,290,061  442,436,266 

Increase  (16  yean)  4-63,450,463  4-171,141,076  -t-ao,499i333  4-S5Sfi90,663 
Do.  percent.         +16  +483  -(■134  -^57 

But  while  our  contemporary  recognises  the  great  expan- 
sion of  assurance  in  the  last  twenty  years,  it  considers  that 
the  sums  set  aside  for  assurance  as  a  provision  for  death 
or  old  age  are  quite  inadequate  still.  Excluding 
"  industrial "  assurance,  which  cannot  be  regarded  as  a  pro- 
vision against  death  or  for  old  age,  the  total  number  of 
persons  assured  in  this  country  is  not  more  than  1,600,000, 
whereas  there  are  11,000,000  men  who  ought  to  be  assured. 
The  great  mass  of  the  middle  and  almost  the  whole  of  the 
lower  classes  have  as  yet  failed  to  take  advantage  of  the 
excellent  facilities  for  saving  which  assurance  oflKces  pro- 
vide for  them.  Fortunately,  the  efforts  of  assurance  com- 
panies to  encourage  prudence  are  supplemented  by  a  gre^t 
many  employers  of  labour,  who  have  created  superannua- 
tion funds  for  their  employees,  to  which  the  employers 
liberally  contribute.  By  this  means  an  additional  sectioa 
of  the  middle  and  some  portion  of  the  working  classes  are 
assisting  to  provide  old-age  pensions  for  themselves.  But 
this  form  of  assurance  would  be  more  satisfactory  if  it  also 
covered  the  Advantages  to  be  derived  from  ''endowment 
assurance."  At  present  superannuation  funds  merely 
assure  to  an  employee  an  annuity  or  pension  for  the 
remainder  of  bis  own  life  from  a  given  ^e.  In  the  event 
of  his  death  a  year  or  two  after  the  agreed  age  his 
pension  or  annuity  ceases,  and  no  provision  whatever  is 
made  for  the  widow.  Further,  in  the  event  of  premature 
death  the  widow  of  a  beneficiary  from  a  superannuation 
fund  merely  receives  the  money  paid  by  her  husband — a 
relatively  small  sum— plus  the  modest  gratuity  which  the 
firm  or  company  usually  grants  to  her.  But  were  super- 
annuation funds  to  be  converted  into  endowment 
assurances,  for  the  premiums  upon  which  the  companies 
or  firms  would  be  partly  responsible,  a  more  adequate 
provision  would  immediately  be  made  for  the  widows  and 
children  of  workmen  who  meet  with  premature  death. 
Further,  the  workman,  on  attaining  the  retiring  age, 
would  have  the  option  of  receiving  the  capital  sum 
assured,  plus  profits,  or  a  joint  annuity  in  favour  of  him- 
self and  his  wife,  or  two  separate  annuities,  one  for  him- 
self and  one  for  bis  wife.  In  this  manner  provision  would 
be  made  both  for  his  own  and  for  bis  wife's  maintenance 
when  they  became  old.  and  mor^~adegBato^l»FOvision 
would  be  made  for  the'^iSa^1§il^£^c%^orfiis^>£^^  and 
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childxea  ia  the  event  of  his  premature  death.  To  make 
clear  the  relative  advantages  of  the  two  methods  we 
sDmmaiise  them  below : — 

Superannuation. 
ii)  Receipt  of  a  relatively  large  annuity  on  one  life  after 
a  given  age,  usually  65  (practically  no  provision  for  widow 
or  family). 

(2)  Rqwyment  of  premiums  to  widow  in  the  event  of 
death  before  the  age  of  65. 

Endowment  Assurance. 

'i\  Receipt  of  a  large  capital  sum,  in  proportion  to  the 
payments,  on  the  premature  death  of  the  assurant ;  or 

f2)  Receipt  of  a  large  capital  sum  at  an  agreed  age.  (In 
well-managed  offices  the  sum  received  is  equal  to  the 
retnrn  of  the  premiums  with  compound  interest  at  the  rate 
of  about  3,'^  per  cent,  per  annum) ;  or 

(3)  On  maturity  of  policy  a  joint  annuity  on  man  and 
wife,  which  the  survivor  continuea  to  receive  uatil  death ; 
or 

(4)  On  maturity  of  policy  two  separate  annuities  on  man 
and  wife. 

Inasmuch  as  the  need  to  save  arises  chiefly  from  the 
Aaty  of  providing,  first,  for  the  wife  and  cbil<b:«i  should 
the  husband  meet  with  disaster  or  an  early  death ;  and, 
secondly,  for  the  maintenance  of  the  wife  in  comfort  in 
her  old  age,  superanauation  allowances  or  pensions  fail 
to  attain  the  most  desirable  of  all  the  objects  in  view.  On 
the  other  hand,  endowment  assurances  completely  fulfil 
the  object  which  should  underlie  all  forms  of  saving — the 
welfare  of  the  wives  and  children. 

IReviews- 

Catalogue  of  the  Llbraiy  of  the  Institute  of 
Bankers. 

igo6 :  Blades,  East  ft  Blades,  23  Abchnrch  Lane,  E,C. 

Third  Edition.  >*rice  la. 
This  Catalogue  is  divided  into  thirteen  sections,  dealing 
respectively  with  Banking,  Bookkeeping  and  Accountancy, 
Commercial  History  and  Geography,  Currency.  Finance, 
Law,  Mathematics  and  Mathematical  Tables,  Languages, 
Uiscdlaneons.  Reference,  Periodicals,  and  Parliamentary 
lepers.  So  far  as  we  an  aide  to  form  an  opinion,  it  seems 
singalarly  deficient  in  contemporary  literature  in  almost 
every  department. 

'**Wake  up,  John  Bull." 

By  Edward  J.  Howell. 

London.  1906 :  Bemroae  &  Sons.  Urn.,  4  Snow  Hill,  E.C. 
Price  6d. 

As  its  title  implies,  this  little  pamphlet  is  of  a  popular 
rathar  than  of  a  scientific  character.    It  contains,  however, 


a  good  deal  that  is  interesting,  as  bearing  upon  many  of  the 
foremost  economic  problems  of  the  day,  and  especially 
emphasises  the  need  for  thrift  on  the  part  of  both  the 
individual  and  the  Stats  if  existing  undesirable  tendencies 
are  to  be  successfully  combated.  Inasmuch,  however,  as 
the  writer  does  not  appear  to  be  identified  with  any  par- 
ticular political  party,  the  prospects  of  his  views  attaining 
any  widely  eflective  circulation  w(»ild  appear  to  be  sli^t. 
In  these  days,  apparently,  little  or  nothing  can  be  accom- 
plished save  with  the  aid  of  party  machinery,  and  what  is 
thus  accomplished  woald  but  too  often  be  better  left 
undone. 


|>ersonaU 

Mr.  Robert  Bromhb\d,  P.C.A.,  of  11  Princess  Square, 
Plymouth,  and  4  Prince's  Street,  Truro,  announces  that  he 
has  admitted  into  partnership  Mr.  Talbot  W.  Holland, 
A.C.A.  The  style  of  the  firm  will  be  Robkrt  Bkohhkad  ft 
Co.  Messrs.  Robert  Bromhbad  ft  Co.  announce  that  they 
have  opened  a  branch  office  at  43  Chancery  Lane,  London, 
E.C. 


failures  anO  JBills  ol  Sale  in  £ndlano 
and  tOlalee. 


According  \o  Kemp's  Mercantile  Gasette.  the  total  number 
of  ctHUmerdal  failures  recorded  in  England  ai»l  Wales 
during  the  week  ending  Friday,  August  loth,  was  115,  viz.: — 
New  Bankruptcy  Proceedings  published  in  the  London  Gatttte, 
56;  Deeds  of  Arrangement  registered,  59.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were : 
Bankruptcies,  82:  Deeds  of  Ammgemeat,  81— total,  163: 
b«ng  a  decrease  of  48.  The  tot^  number  of  commercial 
failures  recorded  during  the  32  weeks  of  the  present  year  is 
5,217 ;  the  total  number  recorded  in  the  corresponding  32 
weeks  of  last  year  was  5,582,  showing  a  decrease  of  365, 

The  number  of  Bills  of  Side,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
August  loth,  was  iio.  The  numberin  the  corresponding  week 
of  last  year  was  162,  showing  a  decrease  of  52.  The  total 
number  filed  during  the  32  weeks  of  the  present  year  is 
4,767 ;  the  total  number  filed  in  the  corresponding  32  weeks 
of  last  year  was  5,258,  showing  a  decrease  of  491. 

Debentures. 


The  Mortgt^es  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week 
ending  Friday,  August  loth, amounted to/i,777,387,by  way 

of  addition  to  ^^1,912,682,  previously  issued  by  the  same 
companies.    The  amount  r^^istered  iu  th*  corresponding 
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week  of  last  year  was  ;f  1,775,792,  showing  an  increase  of 
/I.595-  The  total  amount  roistered  daring  the  32 
waeks  of  the  present  year  was  ;f53,973,840  (in  addition  to 
the  issues  in  previous  years  by  the  lame  companies],  as 
compared  with  ;^4g.G23,i76  for  the  corresponding  32  weeks 
in  1903,  showing  an  increase  of  ^4, 349,664. 


The  Profession  in  Scotland. 


Obltnary. 

Mr.  John  Tweedie  Bowie,  Chartered  Accountant, 
18  Northumberland  Street,  Edinbargh,  died  at  Callander 
on  the  gth  inst.  He  was  one  of  the  oldest  members  of  the 
Edtnbai^h  Society  of  Accountants,  having  been  admitted 
in  1859.  His  remains  were  interred  in  the  Warristoo 
Cemetery,  Edinburgh,  on  Monday. 


Inititnte  of  Aeooimtuiti  and  Aotnaiiu  In  Olaigov. 

At  the  quarterly  general  meeting  of  this  Institute  (incoi^ 
porated  by  Royal  Charter),  held  on  the  31st  ult.,  in  the 
Hall,  St.  Vincent  Street,  Glasgow — Mr.  John  Mann,  Senr., 
President,  in  the  chair — the  following,  having  passed  ail 
the  examinations  prescribed  by  the  rules,  and  being  foiind 
duly  qualified,  and  having  otherwise  complied  with  the 
requirements  of  the  Institute,  were,  on  the  recommenda- 
tion of  the  Council,  admitted  as  members: — ^William 
Fulton  Andrew,  Robert  John  Blackadder,  Alfred  Neale 
Kaston,  Matthew  McGavin  Graham,  Noel  Livingstone 
Uackness.  Frederick  Alexander  Ritson^  Lewis  Findlay 
Robertson. 
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Accountants'  Examinations  in  Scotland— Foreixn  Companies 
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ReRiuraiion   176 
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ment  Collect  Debts?— What  is  "  Loan  Capital"  ?   177 

Somerset  House  and  New  Brooms— The  Trade  Dispates  BiU— 
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Report   178 
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Age  and  Work— Deeds  of  Assignment  and  Execution  Creditors  179 
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BeBevolent  Ilssoclatione 

FntUmU: 
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0uring  the  year  ended  31st  March  1906,  Relief  was 
([ranted  In  ag  cases  to  the  amount  of  £Sy6  ys.  6d. 
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The  Inquiry  as  to  the  Form  of  Accounts  for 
Local  Authorities. — I. 


'pHERE  can  be  little  doubt,  in  view  of  the 
interest  that  has  always  been  evinced 
by  our  readers  in  all  discussions  relating  to 
tbe  accounts  of  local  authorities,  that  the 


proceedings  of  the  Committee 


recently  appointed  by 
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Local  Government  Board  to  inquire  into 
this  matter  will  receive  the  close  attention 
of  all  practitioners.  Moreover,  the  fact  that 
Mr.  John  Gane,  F.C.A.  (who  was  the 
President  of  the  Institute  at  the  time  that 
the  Committee  was  constituted),  is  one  of 
its  members,  while  providing  an  assurance 
that  the  professional  aspects  of  the  problem 
will  be  in  no  way  ignored,  enhances 
rather  than  detracts  from  the  general  impor- 
tance of  the  matter.  In  a  speech  recently 
made  at  Brighton  upon  the  occasion  of  the 
opening  of  a  new  electric  power  station,  the 
Rt.  Hon.  John  Burns,  M.P.,  referred  to  the 
fact  that  some  critics  had  stated  that  they 
feared  the  accounts  of  local  authorities  were  not 
kept  properly.  "  You  leave  that  to  me,"  said 
the  President  of  the  Local  Government  Board 
in  his  characteristic  manner,  "  the  Depart- 
"  mental  Committee  recently  formed  will  draw 
"  up  a  method  of  keeping  accounts  that  he  who 
"  runs  may  read."  For  our  own  part,  we  are 
somewhat  less  optimistic  upon  the  matter. 
We  have,  perhaps,  a  better  appreciation  than 
Mr.  Burns  of  the  difficulties  in  the  way,  and 
of  the  necessary  and  inevitable  complications, 
of  accounts  properly  disclosing  the  true 
position  of  affairs  relating  to  large,  important, 
and  therefore  of  necessity  somewhat  com- 
plicated business  undertakings.  But  improve- 
ments upon  the  present  eminently  unsatisfactory 
position  can  doubtless  be  made;  and,  while 
sceptical  as  to  the  feasibility  of  any  stereo- 
typed form  of  accounts  being  suitable  for 
universal  acceptance  under  all  sorts  of  varying 
conditions,  we  have  no  hesitation  in  saying 
that  there  are  certain  points  upon  which 
uniformity  is  highly  desirable,  and  many  upon 
which  greater  uniformity  than  that  which  at 
nrcsent  obtains  is  perfectly  practicable. 


Many  of  our  readers  who  have  given  special 
attention  to  the  subject  must  be  in  a  position 
to  put  before  the  Committee,  as  a  result 
of  their  experience,  points  of  considerable 
interest  and  value;  and  inasmuch  as  the 
number  of  witnesses  that  can  be  called,  if  the 
inquiry  is  to  be  brought  to  a  conclusion  within 
any  reasonable  time,  must  of  necessity  be 
somewhat  limited;  and  inasmuch  as  only  a 
comparatively  small  proportion  of  those  wit- 
nesses are  likely  to  be  practical  accountants, 
we  would  suggest  that  the  whole  problem 
might  with  advantage  be  discussed  in  these 
columns,  so  that,  to  some  extent  at  least,  the 
experience  of  the  profession  may  be  codified, 
and  thus  made  readily  available  for  the  infor- 
mation of  the  Committee.  With  a  view  to 
opening  such  a  discussion  we  have  secured 
a  copy  of  a  memorandum  which  has  been 
submitted  to  Mr.  Walter  Runciman,  M.F., 
the  Chairman  of  the  Committee,  by  a  member 
of  the  Institute  who  has  recently  had  occasion 
to  make  special  and  somewhat  exhaustive 
inquiries  into  the  whole  subject,  and  as  a  basis 
for  future  discussion  this  will  doubtless  serve 
our  present  purposes  even  better  than  were  we 
to  open  the  subject  by  an  enunciation  of  our 
own  views. 

It  is  pointed  out  by  way  of  preface  that  the 
accounts  of  local  authorities  should  be  so 
framed  as  to  meet  the  following  requirements : — 

(1)  To  supply  such  information  as  may  be 

necessary  to  enable  the  officials  to  see 
that  all  moneys  receivable  are  duly 
received,  and  that  no  accounts  are 
inadvertently  paid  twice  over. 

(2)  To  enable  a  proper  supervision  to  be 

exercised  over  those  charged  wjth  the 
handling  of  money  or  storey?) '^^ 
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(3)  To  enable  the  members  of  the  local 

authority  to  exercise  due  supervision 
over  the  employees. 

(4)  To  enable  the  Local  Government  Board 

to  exercise  due  supervision  over  the 
local  authority. 

(5)  To  enable  ratepayers  to  judge  as  to  the 

efficiency  and  economy  with  which 
the  local  authority  discharges  its 
duties. 

(6)  To  enable  investors  who  have  lent  money 

to  local  authoritiesi  whether  upon 
mortgage  or  stock,  to  judge  as  to  the 
soundness  of  their  investment. 
Reference  is  then  made  to  the  alternative 
claims  of  the  Income  and  Expenditure  Account 
and  of  the  Account  of  Receipts  and  Payments 
as  the  fundamental  basis  for  the  accounts  of 
local  authorities  ;  and  it  is  stated  that  beyond 
question  the  former  will  be  approved  by  all 
business  men,  as  with  books  kept  upon  the 
cash  basis  it  is  practically  impossible  to  ensure 
that  all  moneys  receivable  are  actually  col- 
lected and  brought  into  account.  At  the  same 
time,  it  is  added  that  there  is  something  to  be 
said  in  favour  of  a  Receipts  and  Payments 
Account  being  also  issued,  although  it  is,  per- 
haps, doubtful  whether  the  uses  of  such  an 
account  would  justify  the  additional  trouble 
involved. 

Dealing  with  the  subject  of  responsible  and 
economical  administration,  it  is  suggested  that 
from  the  point  of  view  of  both  ratepayers  and 
mvestors  one  of  the  most  important  accounts 
would  be  one  containing,  in  tabular  form,  the 
estimated  expenditure  under  each  heading,  the 
estimated  amount  of  spontaneous  income 
available  to  meet  such  expenditure,  and  the 
i^iance  proposed  to  be  raised  by  rate.  These 
figures  should  be  contrasted  with  the  amount 


of  spontaneous  income  realised,  the  amount 
of  rate  realised,  and  the  amount  of  expendi- 
ture incurred;  thus  showing  the  amount  of 
the  discrepancy  between  the  estimate  and  the 
result,  distinguishing  between  the  discrepancy 
due  to  alterations  in  expenditure  and  that  due 
to  differences  between  the  estimated  and  the 
actual  income. 

On  the  subject  of  Balance  Sheets,  the 
importance  of  an  adequate  Balance  Sheet  is 
duly  insisted  upon ;  and  it  is  recommended 
that,  in  the  case  of  all  save  the  smallest  local 
authorities,  there  should  be  a  separate  Balance 
Sheet  in  respect  of  each  department,  and  an 
aggregate  Balance  Sheet,  in  tabular  form, 
showing  the  combined  position  of  affairs. 
These  Balance  Sheets  should  include  all 
capital  expenditure;  but,  as  further  borrow- 
ings are  sanctioned  to  pay  for  renewals  of 
existing  assets,  the  original  capital  expenditure 
should  be  written  off,  so  that  from  time  to  time 
the  total  appearing  under  each  heading  may 
represent,  as  nearly  as  possible,  the  cost  price 
of  actually  existing  assets.  Such  assets  should 
be  divided  under  the  following  headings  : — 

(a)  Unremunerative  and  unrealisable. 

(6)  Unremunerative  but  realisable. 

(c)  Remunerative. 

id)  Floating, 
Care  should  be  taken  to  see  that  all  Balance 
Sheets  represent  a  complete  statement  of 
assets  and  liabilities  up  to  the  date  thereof, 
and  in  particular  accruing  assets  and  liabilities 
should  be  brought  into  account,  even  although 
not  received  or  paid,  as  the  case  may  be.  In 
several  cases  Balance  Sheets  have  been  pub- 
lished misstating  the  position  of  affairs  by 
omitting  outstanding  liabilities  of  considerable 
amount,  and  per  ^w^^ft.ji^^^^htQ^^^^s 
have  been  omitted.  *^ 
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It  is  further  suggested  that  the  accounts 
might  be  materially  simplified,  if  it  were  found 
possible  to  so  modify  matters  as  to  enable  one 
fate  to  be  levied  by  each  local  authority  to 
cover  all  classes  of  expenses  incurred  by  it. 
The  distinction  at  present  observed  between 
Borough  Fund  and  General  District  Fund  (or 
its  equivalent)  is,  it  is  pointed  out,  extremely 
confusing  to  the  uninitiated,  and  appears  to 
rest  upon  no  recognisable  or  logical  basis,  and 
that  certain  classes  of  expenditure  which  with 
some  local  authorities  are  charged  against  fhe 
one  fund  are  at  present,  with  other  local 
authorities,  charged  against  the  other  fund. 
Of  course,  the  rates  in  respect  of  the  two 
funds  are  at  present  levied  upon  somewhat 
different  principles,  and  this  may  be  regarded 
as  an  argument  against  the  consolidation ;  but 
it  is  clear  that,  if  the  distinction  between  the 
two  funds  is  not  in  all  cases  the  same,  there 
can  be  no  very  recognisable  principle  under- 
lying such  distinction  as  exists,  and  therefore 
the  argument    against  consolidation  would 
appear  to  rest  upon  no  very  logical  basis. 
Certain  it  is  that  most  municipal  officials  are 
unanimously  in  favour  of  a  single  uniform  rate, 
while  there  can  be  no  question   that  the 
accounts  would  be  enormously  simplified  if 
such  uniformity  could  be  assured. 


Company  Law  Amendment.— III. 

/"\NE  of  the  most  notable  recommendations 
of  the  Company  Law  Amendment  Com- 
mittee— whose  Report  we  are  now  considering — 
is  that  comprised  in  Paragraph  33,  suggesting 
that  the  audited  Balance  Sheet  of  every  public 
company  should  be  filed  annually  with  the 
Registrar  of  Joint  Stock  Companies,  and  be 
open  to  the  inspection  of  the  public.  From  the 


point  of  view  of  our  readers,  the  significance  of 
this  proposed  change  consists,  we  think,  in  the 
material  alteration  that  would  then  be  made  in 
the  nature  of  the  Balance  Sheet,  and  of  the 
duties  of  the  auditor.    Under  the  existing  law 
a  Balance  Sheet  is  prepared  by  the  directors 
for  submission  to  the  shareholders,  and  is 
examined  by  the  auditors,  who  report  to  the 
shareholders  whether,  in    their  opinion,  it 
correctly  shows  the  position  of  affairs.  Any 
statutory  requirement  that  such  Balance  Sheet 
should  be  filed,  and  open  to  public  inspec- 
tion, would,  it  seems  to  us,  at  once  cast  upon 
directors  and  auditors  a  duty  to  the  public  as 
well  as  to  the  shareholders.    It  is  quite  con- 
ceivable that  the  interests  of  shareholders  and 
the  public  may  differ,  and  even  at  times  be 
diametrically  opposed ;  hence  the  point  is  one 
of  great,  and  even  oi  supreme  importance. 
Again,  it  must  be  borne  ia  mind  that,  even 
when  Balance  Sheets  have  only  to  be  submitted 
to  shareholders,  there  appears  to  be  an  increas- 
ing tendency  to  convey  the  smallest  possible 
amount  of  information.   With  the  compulsory 
publication  of  Balance  Sheets  this  tendency 
win  undoubtedly  become  greater,  and  then  the 
difficulties  of  the  auditor — whose  duty  presum- 
ably it  would  be  to  see  that  sufficient  disclosure 
is  made — will  be  greatly  increased.  If  the  plan 
of  compulsory  disclosure  of  one's  financial 
position  is  to  be  followed  to  its  legitimate  con- 
clusion, it  would  indeed  appear  to  be  open  to 
question  whether  the  auditor  should  continue 
to  be  appointed  by  the  shareholders.   At  the 
present  time,  although  auditors  are,  for  all 
practical  purposes,  generally  appointed  by 
the   directors,    it   is    recognised    that  the 
practice  is  illogical,  and  thus  outside  share- 
holders are  usuallK.gPJMd  fl^lGo^Jg^  and 
second  the  resolution  to  re-elect  the  auditors 
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for  the  ensuing  year.  If  Balance  Sheets 
are  to  become  public  property,  shareholders 
in  their  turn  will  be  equally  with  the  directors 
accounting  parties,  and,  as  such,  logically 
incapable  of  selecting  a  suitable  auditor. 
Before  anything  is  done  in  the  way  of  putting 
this  recommendation  into  practice,  we  hope 
that  at  least  its  effect  will  be  carefully  thought 
out,  and  the  position  of  the  various  interested 
parties  clearly  deBned. 

Clause  44,  which  deals  with  the  Audit, 
recommends  that  the  certificate  and  report 
referred  to  in  Section  23  of  the  Act  of  zgoo 
should   form  one  document,  which,   if  not 
published  with  the  Balance  Sheet,  should  be 
referred  to  by  the  auditors  at  the  foot  of  the 
Balance  Sheet  as  having  been  rendered  by 
them,  and  that  it  be  read  at  the  general  meet- 
ing.   There  is,  no  doubt,  a  great  deal  to  be 
said  in  favour  of  this  recommendation,  partly 
because  it   would  make  for  uniformity  of 
practice  where  at  the  present  time  the  most 
undesirable  variety  obtains,  but  also  because  it 
points  to  what  seems  to  be  the  most  satisfactory 
solution  of  the  matter.    Unless  everything  that 
the  auditor  has  to  say  on   the  accounts  is 
appended  at  the  foot  of  the  Balance  Sheet, 
there  are  obvious  objections  to  anythit^  there 
appearing  over  his  signature  which  might, 
even  by  the  most  ignorant,  be  mistaken  for 
the  auditor's  report.     On  the  other  hand, 
where  for  obvious  reasons  it  is  occasionally 
ondesirable  that  the  auditor's  report  should 
become  public  property,  it   would    be  a 
distinct    mistake    to    go    back    upon  the 
excellent  provisions  of  the  1900  Act,  which 
enable  an  auditor  to  report  fully  and  frankly 
to  shareholders  with  the  consciousness  that 
lie  vsis  not  thereby  necessarily  injuring  the 
credit  of  the  company.   The  Committee  also 


suggest  verbal  alterations  which  would  help 
to  more  clearly  define  an  auditor's  duties  and 
to  make  the  precise  scope  of  those  duties 
more  generally  understood.  After  much  dis- 
cussion, it  is  now,  we  believe,  generally  con- 
sidered that  the  words  "  All  our  requirements 
as  auditors  have  been  complied  with,"  are  to 
be  regarded  as  synonymous  with  "  We  have 
"  been  provided  with  all  proper  facilities  to 
"  enable  us  to  make  our  audit."  The  Com- 
mittee suggest  that  the  words  employed  should 
be  "  We  have  obtained  all  the  information 
that  we  have  required,"  which,  while  equally 
concise,  is,  perhaps,  even  more  intelligible  to 
the  average  layman.  The  recommendation 
that  the  expression  of  opin  ion  that  the 
accounts  afford  a  correct  view  of  the  state  of 
the  company's  affairs,  as  shown  by  the  books 
of  the  company,  should  be  further  qualified  by 
adding  after  the  word  "  affairs  "  "  according  to 
"  the  best  of  our  information  and  the  explana- 
"  tions  given  to  us  and "  is,  we  think,  less 
happy.  The  whole  matter  is  an  expression  of 
opinion,  and  not  an  expression  of  fact;  and, 
that  being  so,  it  is  surely  sufficiently  obvious 
that  the  opinion  must  be  one  formed  as  a  result 
of  investigation  and  inquiry.  We  do  not  think 
that  the  suggested  words  in  any  way  alter  the 
existing  position,  nor  do  we  think  they  make 
it  clearer. 

The  suggestion  made  by  the  majority  of  the 
Committee  that  notice  of  the  nomination  for 
election  of  any  person  as  an  auditor  other  than 
the  retiring  auditor  should  be  given  to  the  com- 
pany not  less  than  fourteen  days  before  the 
annual  general  meeting,  and  that  not  less  than 
seven  days'  notice  thereof  should  be  given  to 
the  shareholders,  is  useful  as  tending  to  avoid 
abuses  arising  through  unben<Kfig^>.direcic^s 
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resisting  the  attitude  properly  taken  up<Ey  an 
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auditor  in  the  discharge  of  his  duties.  They 
would  be  valueless,  however,  for  all  practical 
purposes,  unless  it  were  further  provided  that 
an  auditor,  once  appointed,  shall  continue  in 
office  from  year  to  year  unless  removed  by  a 
vote  of  the  shareholders,  or  replaced  by  another 
auditor  elected  at  a  meeting  after  due  nomina- 
tion and  notice  thereof  bad  been  given. 

We  must  confess  that  we  are  somewhat  sur- 
prised that  the  Committee's  recommendations 
as  to  audit  should  be  thus  dismissed  in  a  single 
|Miragraph.  There  are  numerous  other  points 
that  call  aloud  for  amendment,  or  for  clearer 
definition,  which  have  been  frequently  pointed 
out  in  these  columns,  and  need  not,  therefore, 
be  all  now  repeated.  We  will,  however,  men- 
tion  one — namely,  the  absurdity  of  the  usual 
practice  of  appointing  an  auditor  "for  the 
ensuing  year"  at  a  fee  of  so  much,  when 
perhaps  another  general  meeting  will  not  be 
held  for  eighteen  months  or  more,  and  then, 
perhaps  the  auditor  will  be  asked  to  audit  the 
accounts  covering  a  similarly  extended  period. 
Tt  is  quite  an  open  question  whether  an  auditor 
elected  "  for  the  ensuing  twelve  months " 
remains  in  office  for  more  than  twelve  months 
from  the  date  when  that  resolution  was 
passed ;  whereas  most  of  our  readers  will  not 
require  to  be  reminded  that  when  they  have 
been  appointed  for  the  ensuing  year  at  a  fee  of 
(say)  £$0y  if  they  are  subsequently  asked  to 
examine  fifteen  or  eighteen  months*  accounts, 
their  chances  of  getting  3^62  los.  or  £7$  (as 
the  case  might  be)  would  be  remote  in  the 
extreme.  An  auditor's  remuneration  should 
be  at  the  rate  of  so  much  per  annum  during  the 
period  that  he  remains  in  office.  And  it  would, 
we  think,  make  enormously  for  efficiency  in 
company  administration  if— instead  of  relying 
upon  the  principle  laid  down  in  In  re  Joseph 


Hargreaves,  Lim.,  that  if  the  accounts  are 
wrong  and  an  auditor  refuses  to  sign  them,  he 
has  discharged  the  whole  of  his  duty,  and  has 
in  point  of  fact  no  right  to  communicate  the 
fact  to  the  shareholders  individually  or  col- 
lectively— the  provisions  of  Section  30  of  the 
Railway  Companies  Act,  1867,  were  more 
closely  followed,  and  the  auditor  given  power 
at  any  time  to  add  to  his  certificate,  or  to  issue 
to  the  shareholders  independently,  at  the  cost 
of  the  company,  any  statement  respecting  the 
financial  condition  and  prospects  of  the  com- 
pany which  he  thinks  material  for  their  infor- 
mation. This  provision  has  been  in  force  for 
nearly  forty  years  with  regard  to  railway  com- 
panies, and  has  worked  excellently  in  practice. 
It  would  certainly  be  well  worth  tiying  in  con- 
nection with  ordinary  registered  companies,  and 
would  probably  prove  the  most  effective  means 
of  combating  the  abuse  that  is  very  general 
among  badly-managed  companies,  of  refraining 
from  calling  general  meetings,  because  by  that 
means  alone  can  hostile  criticism  be  avoided, 
and,  perhaps,  even  a  continuance  of  office 
secured  by  the  directors. 


Accountancy  In  the  TransvaaL 

"THE  recent  issue  of  the  Year  Book  of  the 
Transvaal  Society  of  Accountants  for 
1905  provides  us  with  a  considerable  amount 
of  interesting  reading,  and  shows  the  position 
of  the  profession  in  the  TransvEud  Colony  more 
accurately,  and  perhaps  more  completely,  than 
anything  that  has  yet  come  into  our  hands. 
The  Accountants'  Ordinance  of  1904,  which 
has  already  appeared  in  our  columns,  is,  of 
course,  reproduced  in  full,  and  following  there- 
after are  the  Bye-laws  framed  in  a£ft^dance 
with  the  requirem'^Ht^^bf  the  Oraiffiince,  and 
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approved  by  the  Lieut.-Goverflor  of  the  Colony. 
These  are,  of  course,  of  considerable  importance 
to  members,  but  of  relatively  little  importance 
to  othersi,  as  in  the  nature  of  things  they  deal 
almost  exclusively  with  matters  of  domestic 
interest.  It  may  be  mentioned^  however,  that 
the  provisions  as  to  the  examination  of 
candidates  for  admission  to  membership  follow, 
apparently,  very  much  upon  the  same  lines 
as  those  laid  down  by  the  English  Institute, 
save  that "  The  Elements  of  Political  Economy  " 
is  prescribed  as  an  additional  subject  for  the 
Intermediate  Examination. 

The  first  annual  meeting  of  the  Society  was 
held  at  Johannesburg  on  the  15th  February 
igo6,  and  the  report  of  the  Council  then  sub- 
mitted showed  that  there  were  594  members 
on  the  register,  593  members  had  been  admitted 
by  the  provisional  Council,  of  whom  two 
resigned,  three  did  not  pay  their  registration 
fees,  and  five  have  died,  thus  reducing  the 
original  numbers  to  583.  Eleven  new  members 
had,  however,  been  admitted  by  the  Council, 
being  qualified  by  membership  of  other 
Societies,  while  five  further  applicants  have 
qualified  for  membership  by  examination,  of 
whom  one  had  been  admitted  by  the  end  of 
the  year. 

The  Report  proceeds  to  state  that  the 
attention  of  the  Council  has  been  occupied 
with  the  right  of  the  partners  of  a  firm 
of  Chartered  Accountants  practising  in  the 
Transvaal,  but  who  were  not  members  of  the 
Society,  to  hold  themselves  out  as  accountants 
practising  in  the  Transvaal.  In  order  to  obtain 
a  formal  definition  of  the  Council's  powers 
under  the  Ordinance,  one  of  these  gentlemen 
was  prosecuted,  and  the  case  decided  in  his 
favour  by  the  Assistant  Resident  Magistrate 
on  the  3rd  June  1905.    The  Report  goes  on  to 


say  that  the  Council  is  not  satisfied  with  this 
decision,  but  has  not  succeeded  in  obtaining 
a  revision  thereof  by  the  Supreme  Court. 
Another  case  of  professional  interest  mentioned 
is  that  of  Page  v.  The  Transvaal  Society  of 
Accountants.  This  arose  out  of  the  application 
of  one  of  the  partners  of  the  firm  already 
referred  to,  to  be  admitted  to  the  Register. 
The  application  was  apparently  acceded  to, 
subject  to  the  appficant  satisfying  the  Council 
that  he  intended  to  reside  in  the  Transvaal 
for  the  purpose  of  practising  his  profession. 
The  applicant  refused  to  give  the  required 
assurance,  and  took  action  to  compel  the 
Council  to  place  his  name  on  the  Register. 
The  case  came  before  Mr.  Justice  Solomon, 
presiding  at  the  Witwatersrand  High  Court 
on  the  22nd  June  1905,  who  decided  that 
the  Council  were  entitled  to  the  assurance 
asked  for,  which  was  then  given,  and  the 
applicant  accordingly  placed  upon  the  Register. 

The  first  examinations  of  the  Society  were 
held  last  December,  when  nine  candidates  pre- 
sented themselves  forthe  Intermediate  and  nine 
for  the  Final  Examination.  At  each  of  these 
examinations  five  candidates  satisfied  the 
examiners.  Copies  of  the  questions  set  are 
included  in  the  Year  Book,  and  will  doubtless 
be  found  of  interest  to  some  of  our  readers.  The 
papers  are  not  nearly  so  long  as  those  which 
the  English  Institute  set,  but  in  other  respects 
are  not  particularly  noteworthy.  We  observe, 
however,  in  passing,  that  it  is  apparently  the 
custom  for  an  executor  in  the  Transvaal  to 
receive  remuneration  for  the  work  performed  by 
him.  Were  such  a  practice  to  be  general  in 
this  country,  there  would,  we  feel  sure,  be  no 
ground  whatever  for  the  somewhat  artificial 
complaint  that  it  is  difficult,  if  not  impossible, 
to  find  suitable  and  ooppetent^ecutcnis  and 
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trustees  to  administer  the  estates  of  dec^Lsed 
persons.    There  is  no  difficulty  whatever  in 
finding  professional  men  who  are  prepared  to 
undertake  such  duties  as  a  matter  of  business, 
but  there  is  very  naturally  a  disinclination  upon  ' 
the  part  of  most  to  assume  responsibilities  which 
are  among  the  most  onerous  that  can  be 
imposed  upon  anyone,  when  the  office  carries 
with  it  no  sort  of  compensation  by  way  of 
remuneration  for  loss  of  time.   Similarly,  we  ^ 
observe  that  the  Transvaal  Society's  Bye-laws  ' 
provide  for  the  remuneration  of  its  auditors; 
which,  we  cannot  help  feeling,  is  both  a  reason-  ' 
able  and  a  business-like  arrangement,  although, ' 
apparently,  it  does  not  commend  itself  to  the 
majority  of  British  accountants.    There  is,  no 
doubt,  a  great  deal  to  be  said  in  favour  of 
accountants,  like  other  members  of  the  com-  ' 
munity,  occasionally  undertaking  gratuitous 
work  under  suitable  circumstances ;  but  if ; 
societies  that  are  not  charitable  societies,  and 
which  are  well  able  to  afford  to  pay  any  reason- 
able fee,  may  expect  to  have  their  accounts 
audited  for  nothing,  it  is  difficult  to  see  why  the 
practice  should  stop  short  with  societies  of 
accountants— and,  of  course,  as  a  matter  of 
fact  it  does  not. 

That  the  Council  of  the  Transvaal  Society 
has  lost  no  time  in  settling  down  to  work  for 
the  interests  of  the  profession  is  shown  by  the 
fact  that,  apart  from  the  litigation  already 
referred  to,  it  has  made  representations  with  a 
view  to  securing  for  its  members  more  adequate 
vritness  fees  than  it  has  hitherto  been  customary 
to  allow  for  accountants.  Unfortunately,  how- 
ever, its  efforts  in  this  direction  have  not  met 
with  success,  as  it  has  been  found  that  the 
scale  in  use  has  been  agreed  to  by  all  the  South 
African  Colonies,  and  that  no  change  can  be 


made  in  one  Colony  without  the  consent  of  the 
others. 

The  accounts  for  the  period  ended  31st 
December  last  show  a  gross  income  of 
]^5>i68  7s.  7d.,  and  an  accumulated  surplus 
carried  forward  of  ^^3,237  8s.  iid.,  which 
represents  some  £82  more  than  the  total 
amount  received  by  way  of  registration  fees. 
Alphabetical  and  topographical  lists  of  members 
are,  of  course,  appended  to  the  Year  Book,  but, 
unfortunately,  there  is  no  summary  showing 
how  the  members  are  distributed  over  the 
various  districts.  The  majority  are  at  Johan- 
nesburg, and  Pretoria  naturally  occupies  a 
second  place ;  but  the  membership  is  sufficiently 
widely  distributed  to  show  that,  even  at  this 
early  stage,  membership  of  the  Society  is 
regarded  in  its  proper  light,  as  a  hall-mark  of 
respectability  and  capacity. 


Meefils  'notes. 

Skvlnfi  Bank  ^  recently  issued  Parliamentary  Return 
Dapoilti.  shows  that  doriog  the  past  year 
;^42,3oo,6i6  was  deposited  in  the  Post  Office  Saving 
Banlc,  and  ^^43,096,036  withdrawn.  At  the  close  of  the 
year  the  balance  standing  to  the  credit  of  d^>ositors 
was  /"isa,!!!, 139,  against  £h^,339'353  a  year  before. 
So  long  as  this  balance  wntinues  to  increase  steadily 
from  year  to  year  it  is  clear  that  no  necessity  arises  for 
the  Department  to  sell  Consols,  and  it  can  thas  afford 
to  regard  with  equanimity  the  almost  continuous 
depreciation  that  has  been  taking  place.  If,  how- 
ever, any  reasonable  system  of  accounting  had  been 
employed  in  the  first  instance,  the  bank's  investments 
would  never  have  been  written  up  to  the  market  price 
obtaining  at  the  close  of  each  financial  year,  and  thus 
the  necessity  of  now  providing  by  taxation  for  the 
repayment  to  the  Department  of  the  sums  improperly 
withdrawn  in  past  years  as  so>called  profits  would  have 
been  avoided.  Apart  from  being  thewetically  wrong, 
this  system  works  particularly  badly  in  practice,  in  that 
at  times  when  Government  securities  are  increasing  in 
value  practically  no  necessity  ai^^/t«xs|^i]B:taxation 


Aagust  25,  1906.  THE  ACCOUNTANT 


209 


by  profits  on  trading  departments ;  whereas  at  a  time 
like  the  present,  when  taxation  is  heavy,  the  necessary 
charre  to  make  good  the  financial  mistakes  of  eigbt  or 
tra  years  ago  proves  exceptionally  irksome. 


UtonUM  of  a  A  case  of  considerable  interest  to  all 
■•CiBtntim  of  cooceraed  in  company  work  came 
uiutadCmpur.  before  Mr.  Justice  PhilUmore  a  short 
time  dnoe,  when  the  Montreal  Bank  of  Canada  sued 
the  Exhibit  and  Trading  Company,  Lim.,  of  Liverpool, 
to  recover  £^os  on  a  promissory  note  drawn  by  the 
defendants,  payable  to  the  Godericb  Organ  Company, 
and  endorsed  to  the  plaintiff  bank.  It  appears  that 
payment  had  been  resisted  by  the  defendants  on  the 
ground  that  the  note  had  been  "  materially  "  altered 
by  the  addition  of  the  word  "  limited  "  to  the  name  of 
the  payees  after  the  execution  of  the  instrument,  and 
also  00  the  ground  that  the  note  was  unstamped.  His 
Lordship  held  that  the  alteration  of  the  note  by  adding 
the  word  "  Limited  "  was  a  material  alteration  within 
the  meaning  of  the  Bills  of  Exchange  Act,  1882,  and 
that  promissory  notes  and  bills  of  exchange  remitted 
by  post  from  this  country  must  be  stamped  before  the 
drawer  has  parted  with  them.  He  accordingly  gave 
judgment  for  the  defendants  with  costs.  Leaving  out 
of  account  the  question  of  stamping,  it  is  important  to 
bear  in  mind  that  when  a  limited  company  is  formed 
to  continne  an  established  biuiness  under  the  same 
name  (but  with,  of  course,  the  addition  of  the  word 
"Limited"),  and  where  the  company  acqnires  the 
assets  of  the  vendor's  business,  the  debtors  of  the 
vendor  are  entitled  to  a  release  firom  their  creditor,  and 
an  acknowledgment  from  the  company  may,  of  course, 
b«  no  release  at  all.  A  contract  of  sale  woold,  in  the 
nature  of  things,  authorise  the  company  to  realise 
debts  due  to  the  vendors ;  but  bills  of  exchange  and 
cheques  pftjrable  to  the  vendors  should  be  properly 
end<M'sed,  and  not  altered  on  the  face  thereof  so  as  to 
appear  to  correspond  with  an  acknowledgment  given 
merely  in  the  name  of  the  company.  Any  irregularity 
in  this  respect  may  ^iparently  have  the  effect  of 
releaaing  the  debtor  without  payment  of  the  amount 
doe  1^  him. 


In  a  Uttle  handbook  entitled  Textile 
Bj  riadaoii.  Manufacturing  Costs  "  recently  issued 
by  an  otetprising  firm  of  American  accountants,  it  is 
stated  that  the  object  Is  not  to  manufacture  waste,  but 
cloth  ;  if  the  waste  amounts  to  12}  per  cent.,  and  it  takes 
ocke  millifm  pounds  of  raw  material  to  produce  875,000 


pounds  of  cloth,  the  manufacturing  cost  of  the  875,000 
pounds  must  be  regarded  as  the  sum  paid  for  the  one 
million  pounds  plus  the  other  items  of  expenditure  in 
connection  with  the  manufacture,  while  the  sum  realised 
from  the  sale  of  waste  wrill  operate  to  swell  the  surplus. 
As  applied  to  the  manufacture  of  a  nngle  article  this 
principle  might  be  soundr  although,  personally,  we 
should  prefer  to  deduct  the  amount  realised  on  the  sale 
of  the  waste  from  the  aggr^ate  cost,  in  order  to  deter- 
mine the  actual  cost  of  the  cloth  produced.  It  would 
be  interesting  to  know,  however,  how  the  firm  in 
question  would  apply  their  principle  to  the  more 
complex  question  of  a  chemical  manufacturer,  who 
while  perhaps  primarily  setting  out  to  mannfacture  one 
particular  chemical,  in  the  necessary  process  of  so 
doing  makes  two  or  three  by-products,  which  by  further 
judicious  expenditure  can  be  readily  made  marketable 
at  a  substantial  profit.  It  would  be  of  even  greater 
interest  to  know  what  sort  of  somersault  would  be 
performed  in  connection  with  the  costing  accounts,  if, 
owing  to  fluctuations  in  prices,  what  was  originally 
regarded  as  a  by-product  was  eventually  found  to  be 
the  most  profitable  item  in  the  manufacture.  We  are, 
of  course,  aware  that  no  one  can  do  justice  to  Cost 
Accoonts  in  a  pamphlet  which  probably  does  not 
exceed  600  words ;  but  it  occurs  to  us  that  those  who 
desire  to  inspire  confidence  hi  their  judgment  as 
accountants  would  sometimes  do  well  not  to  be  too 
precise— or  even  too  concise— in  their  statements. 


Bi«etrlo  Ufht  ^  recent  issue  onr  contemporary 
Work!  and       The   Electrical   Times    discusses  the 

DcpMotation.  accounts  of  the  Newcastle-upon-Tyne 
Electric  Supply  Company,  Lim.,  which  in  general  are 
of  a  very  satisfactory  character,  showing  a  surplus 
available  for  dividends  for  the  year  ended  31st 
December  last  of  ^£'48,926  on  a  capital  expenditure  of 
;f  1,192,442,  while  the  cost  of  production  per  unit  works 
out  at  0-57%  against  0-67%  in  the  previous  year.  As 
our  contempmrary  points  out,  however,  the  weak  part 
about  these  accounts  is  the  providon  of  ^^12,500  for 
depreciation  and  reserve,  which,  working  out  as  it  does 
at  1*07%  on  the  capital  expenditure,  can  only  be 
regarded  as  quite  inadequate.  It,  of  course,  goes 
without  saying  that  the  proper  pnndsion  for  depreda- 
tion will  vary  considerably  according  to  the  nature  of 
the  equipment,  and  the.  nature  of  the  soil  in  which  the 
cables  are  laid ;  but,  under  even  the  most  favourable 
circumstances,  we  question  whether  the  minimum 
adequate  provision  could  be  put  at  less  tha^  three 
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times  the  amoont  provided  by  the  Newcastle  Supply 
Company. 

ProflU  and  *  recently  issued  prospectus  the 

PrMpwtam.  usual  accouDtaots*  certificate  as  to 
post  profits  is  Included,  which  contains  the  following 

additional  explanation  :— "  As  the  branch  has 

"been  closed  since  January  1905,  the  sum  of  £  , 

"  representing  the  losses  of  that  branch  from  1902  to 
**  1905,  have  been  eliminated  in  arriving  at  the  a£6re- 
"  mentioned  profits."  We  have  no  doubt  that  this 
qualificatioD  is  all  that  is  necessary  for  applicants 
under  the  prospectus  to  be  advised  of;  but  it  occurs  to 
us  to  point  out  that  in  making  such  statements  as  this 
very  great  care  is  necessary,  as  in  the  event  of  a  branch 
being  carried  on  at  a  loss  it  by  no  means  necessarily 
follows  that  the  whole  of  that  loss  would  have  been 
avoided,  had  the  branch  not  been  in  existence.  Not 
infrequently  the  increased  output  which  is  rendered 
possible  by  the  establishment  of  additional  brauches 
enables  goods  to  be  purchased,  or  manufactured,  at  a 
lower  price  than  would  be  practicable  in  respect  of 
smaller  quantities;  and,  if  that  be  so,  a  somewhat 
intricate  calculation  would  be  necessary  before  any 
reliable  figures  could  be  arrived  at,  and  it  might 
even  be  altogether  impracticable  to  arrive  at  any 
reliable  figures  at  all  under  the  circumstances.  In 
an  extreme  case  the  advantage  reaped  by  the  business 
as  a  whole  from  the  existence  of  an  unprofitable 
branch  might  be  considerably  greater  than  the  loss 
locally  sustained  by  that  branch,  and  this  without 
taking  into  account  the  somewhat  obvious  case  where 
goods  are  charged  up  to  a  branch  at  a  price  in  excess 
of  their  actual  cost  to  the  head  office. 


Banken  and  The  decision  of  the  Judicial  Committee 
Chaqnu.  of  the  Privy  Council  in  the  case  of  the 
Colonial  Bank  of  A  ustralia  v.  Marshall  is  one  of  consider- 
able importance,  not  only  to  bankers  but  to  the 
commercial  world  generally,  for  it  must  be  remembered 
that  although,  strictly  speaking,  the  judgments  of  the 
Privy  Council  are  not  binding  on  the  Courts  in  this 
country,  yet  their  decisions  are  good  law,  especially  so 
ance  in  this  instance  the  case  of  Scholfield  v.  the  Earl  of 
Londesborough  has  been  followed.  The  tribunal  in 
question,  affirming  the  judgment  of  the  High  Court  of 
Australia,  has  held  that  whatever  the  duty  of  a 
customer  towards  his  banker  may  be  with  reference  to 
the  drawing  of  cheques,  the  mere  fact  that  a  cheque  is 
drawn  with  ^aces  left  such  that  a  fo^er  could  utilise 


for  the  purpose  of  forgery,  is  not  by  itself  any  violation 
of  that  duty ;  and  the  fact  that  a  cheque  is  so  drawn 
and  a  forgery  is  committed  by  the  insertion  of  additional 
words  and  figures  in  the  spaces  so  left,  is  not  evidence 
of  negligence  on  the  part  of  the  drawer  to  go  to  a  jury. 
If  the  banker  pays  such  altered  cheque  in  good  faith, 
and  with  the  exercise  of  ordinary  care  and  caution,  be 
is  not  entitled  to  debit  the  account  of  the  customer  witti 
more  than  the  amount  for  which  the  cheque  was 
originally  drawn.  In  the  Earl  of  Londesborough's case, 
mentioned  above,  it  will  be  remembered  that  a  bill  for 
;f  500  was  presented  for  acceptance  with  a  stamp  cover- 
ing a  much  larger  amount,  and  with  spaces  left.  The 
bill  was  accepted  and  banded  back  to  the  drawer,  who 
fraudulently  filled  up  the  spaces  and  converted  it  into  a 
bill  for  j^3,5oo.  On  being  sued  by  a  bond  fide  holder  for 
value,  the  acceptor  paid  ;fsoo  into  Court,  and  the 
House  of  Lords  held  that  the  acceptor  owed  no  duty  of 
precaution  to  the  plaintiff,  and,  being  guilty  of  no 
negligence,  was  entitled  to  judgment.  In  the  case  of 
Hall  V.  Fuller  a  cheque  was  altered  by  the  holder,  who 
substituted  a  larger  sum  than  that  mentioned  in  the 
cheque,  but  in  such  a  manner  that  no  person  in  the 
ordinary  course  of  business  could  perceive  it,  and  the 
banker  paid  to  the  holder  this  larger  sum.  It  was  held 
that  the  banker  could  not  charge  the  customer  for  any- 
thing beyond  the  sum  for  which  the  cheque  was 
originally  drawn.  In  Marcussen  v.  The  Birkbeck  Bank, 
the  Judge,  in  summing  up  to  the  jury,  said  the  law  on 
the  subject  was  that  if  a  cheque  was  so  carelessly  drawn 
as  to  expose  a  banker  using  reasonable  care  to  the 
risk  of  paying  what  was  not  intended,  then  the  banker 
was  not  liable.  It  appears  that  where  the  bank  has 
been  negligent  as  well  as  the  customer,  the  question 
will  be  whose  negligence  was  the  proximate  canse  of 
loss. 


Company      ^*  *®  reported  that  389  new  companies 
Re<iitratl«it     were  registered  at  Somerset  House 

Btatittlot.  during  July  with  an  aggregate  capital 
of  ;^ii,292,845,  as  compared  with  317  in  the  month 
of  June  with  capital  amounting  to  £g,&$B,go6  55. 
According  to  a  recently  published  parliamentary 
return  the  total  number  of  new  companies  registered  in 
the  United  Kingdom  during  1905  was  4,358.  The 
figures  for  1903  and  1904  were  4,075  and  3,83 1 
respectively,  while  the  comparison  of  aggregate  nominal 
capital  is  as  follows: — 1903,  126,606,000;  Z904, 
;f92,526,ooo;  1905,  ;fiT9,i79,ooo.^-The  totalsumber  of 
companies  on  the  regte^  jdttsqjtVAf^^iIlM^  40,995, 
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with  a.  total  paid-up  capital  of  ^'2,003,392,000,  as  against 
39,316  companies  with  ;C'>9S4)337i™^  April  1905. 
The  magnitnde  of  the  figures  readers  it  somewhat 
difficult  to  grasp  the  inner  meaning  of  their  sigmficance 
without  the  most  careful  thought. 


Tba  Maw  As  has  been  previously  mentioned,  the 
Tabia^A."  Board  of  Trade  have  acted  on  the 
lecommendation  of  the  Company  Law  Amendment 
Committee,  and  have  adopted  the  revised  Table  "  A," 
which  has  been  drafted  by  Mr.  R.  J.  Parlcer  and  Mr. 
A.  C.  ClausoD.  The  new  table  comes  into  operation 
on  the  ist  October,  and  as  all  companies  registered 
aAer  the  30th  September  next  will  be  governed  by  these 
articles,  unless  they  are,  and  in  so  far  as  they  may  be, 
expressly  excluded,  it  is  incumbent  upon  our  readers 
to  study  the  new  table,  which  has  already  appeared  in 
these  colamns  (p.  107),  withoat  delay.  Many  companies 
will  donbtless  prefer  the  new  and  more  up-to-date 
regulations,  so  that  no  time  should  be  lost  in  becoming 
familiar  with  the  new  clauses. 


But  mmaMtm  reprimand  administered  recently 
mmi  CmIgimti'  in  the  Mayor's  Court  to  a  bank 
manager,  who  was  alleged  to  have  dis- 
closed the  position  of  a  customer's  account,  is 
fortunately  one  that  is  very  seldom  merited.  It 
has  been  said  that  bankers  are  pestered  by 
clients  and  other  persons  to  give  them  informa- 
tion which  is  generally  in  the  nature  of  confi- 
dential revelations  of  the  accounts  of  their  customers. 
Since  the  customer  has  to  place  entire  confidence  in 
his  banker,  and  since  the  details  of  bis  account  may 
necessarily  disclose  a  great  many  facts  relating  to  bis 
bosiaesB,  it  is  only  to  be  expected  that  the  banker  in 
return  should  treat  all  this  information  as  being  of  the 
most  sacred  character.  Speaking  generally,  however, 
there  is  little  cause  for  complaint,  for,  as  a  rule,  there 
is  no  person  at  once  so  extremely  polite  and  so  hope- 
lessly noo-committal  as  the  average  bank  manager, 
when  he  is  parrying  questions  of  this  delicate  character. 


^  It  is  reported  that  the  Marylebone 
Bats  Borough  Council  is  considering  a 
CallMtan.  scheme  under  which  ratepayers  will 
receive  their  demand  notes  from  the  Town  Halt,  and 
tbeo  make  their  paymeots  direct  by  a  fixed  date.  It  is 
^aid  that  the  plan  is  calculated  to  save  ratepayers  a 
good  sum  <rf  money  per  annum,  as  it  does  away  with 


the  multiplication  of  work  on  the  poundage  system,  and 
the  cost  attached  to  the  employment  of  rate  coUectmrs. 
The  City  Corporation  has,  we  understand,  already 
taken  steps  in  this  direction,  and  is  gradually  concen- 
trating the  work  of  collection  at  the  Guildhall.  The 
reason  for  the  move  is  rather  obvious,  because  there  are 
no  fewer  than  112  parishes,  each  of  which  possesses  its 
own  administrative  scheme,  and  the  number  of  officials 
engaged  in  consequence  runs  Into  several  hundreds. 
For  instance,  although  a  parish  may  represent  in  all 
only  some  thirty  houses  or  blocks  of  buildings,  each 
has  its  own  vestry  clerk,  overseer,  and  assistant-overseer 
and  rate  collectors.  The  last  named  in  many  cases  run 
to  three  or  four.  One  collectf>  the  police  rate,  another 
the  consolidated  rate,  and  another  the  general  rate.  It 
is  estimated  that,  at  the  very  least,  a  saving  of  between 
2d.  and  3d.  in  the  representing  in  solid  cash  between 
jC4o,opo  and  £60,000  a  jrear,  will  be  effected. 


»•  Artot 
lavwtiMnt. 


An  article  under  this  title,  contributed 
to  the  current  number  of  The  National 
Review  by  Mr.  R.  M.  Home  Payne,  has  been  the 
subject  of  a  critical  notice  in  The  Financial  Times.  It 
is  said  that  Mr.  Payne  advises  those  who  have  not  the 
experience  or  the  leisure  necessary  to  make  indepen- 
dent investigation  to  be  guided  by  the  advice  of  a 
"  carefully-selected  stockbroker,"  and  our  contemporary 
thinks  that  for  one  who  is  ignorant  of  investment 
business  *'  the  earful  selection  of  a  stockbroker  "  is  not 
a  little  difficult.  Mr.  Payne  proceeds  to  advise  that 
the  investor  is  to  call  and  see  three  or  four  brokers, 
and  choose  the  one  whose  conversation  inspires  most 
confidence,  take  up  the  bankers*  references,  and,  where 
possible,  find  out  his  reputation  for  brains,  solvency, 
and  steadiness  of  character  from  some  jobber  in  the 
investment  markets.  This  idea  has  its  humorous  side, 
and  we  rather  fancy  brokers  and  jobbers  entering  into 
this  competitive  test.  Mr.  Home  Payne  appears  to 
suggest  that  a  particular  significance  attaches  to  the 
figure  5,  inferring  that  the  purchase  of  a  security 
yielding  5  per  cent,  amounts  to,  ipso  facto,  entering  the 
realms  of  speculation.  The  critic  points  out  that  a  5 
per  cent,  investment  standing  at  par  does  not  become 
a  mere  gambling  counter,  because,  through  the  tightening 
of  money  or  some  other  extraneous  circumstances,  the 
price  drops  (say)  to  9S.  It  is  also  difficult  to  agree 
with  the  statement  that,  in  the  selection  of  investments, 
the  presence  of  at  least  two  substantial  men  of  good 
commercial  standing  on  the  board  forms  th^"ver 
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best "  and  "  most  infallible  "  test.  From  a  grammatical 
point  alone,  there  can  be  no  such  tbiog  as  the  "  most 
inEallible  "  anything. 


BMikwi  ud  It  is  reported  that  the  Institute  of 
ppiit  BiMji.  Bankers  of  New  South  Wales  is  offer- 
ing a  prize  of  f:fty  guineas  for  an  essay  upon  the 
subject  of  Paper  Currency  in  Australia.  It  is  said  that 
the  General-Inspector  of  the  Australian  Joint  Stock 
Bank  was  so  impressed  by  the  importance  of  obtaining 
a  good  opinion  on  this  subject  that  be  personally 
offered  the  sum  of  twenty-five  guineas  as  a  prize  for 
the  best  essay  on  the  question,  and  the  Council  of  the 
Institute  were  so  at  one  with  him  in  recognising  the 
importance  of  the  matter  that  they  agreed  to  find  a 
similar  sum,  making  fifty  guineas  in  all.  The  com- 
petition is  opca  to  bond  fide  members  of  any  bankers' 
institute  in  the  world,  and  will  not  close  until  31st 
January  1907.  It  appears  to  us  that  here  is  an  admir- 
able example  set  by  oar  Colonial  friends  which  might 
well  be  followed  by  one  or  every  of  the  many  Institutes 
that  exist  in  this  country.  It  cannot  be  said  that  there  is 
any  lack  of  problems,  and  there  can  be  no  doubt  that 
the  study  which  a  competitive  essay  necessitates  is 
extremely  advantageous.  We  commend  the  idea  to 
the  parties  concerned,  and  shall  be  glad  to  hear  of  some 
movement  being  made  in  this  direction. 


fruidi  The  French  Criminal  Court  of  Appeal 
Conpaay  Law.  has  given  a  decision  according  to  which 
a  company  formed  abroad  and  having  its  business  seat 
abroad  is  nevertheless  to  be  regarded  as  a  French 
company  if  the  articles  of  association  and  the  choice  of 
the  company's  registered  offices  are  only  intended  to 
evade  the  Companies  Act  of  1867.  The  case  in  point 
is  that  of  a  limited  liability  company  with  a  capital  of 
3,000,000  francs  (j^i2o,ooo).  promoted  by  a  Belgian 
notary  whose  offices  were  registered  as  the  offices  of 
the  company,  which  claimed  to  conduct  business  in 
France  as  a  Belgian  concern. 


Ute  iBsuaBM  "^^^  report  of  the  Select  Committee  of 
CompaalM.  the  House  of  Lords  on  Life  Insurance 
Companies  has  now  been  published,  and  affords  very 
interesting  reading.  It  appears  that  the  Committee 
find  that  there  is  an  almost  unanimous  opinion 
amongst  the  leading  British  actuaries  and  life  insurance 
managers  against  compelling  foreign  life  insurance 
companies  which  do  bnuness  in  this  country  to 


deposit  funds  as  security  for  their  British  policy- 
holders.  The  objections  seem  to  be  mainly  on  the 
ground  that  it  would  violate  the  principle  that  the 
whole  of  the  funds  of  an  insurance  company  should  be 
available  for  the  claims  of  all  policy-holders  alike,  that 
any  such  regulations  might  lead  to  reprisals  on  the  part 
of  foreign  Governments,  and  that  any  such  deposit 
might  induce  the  public  to  suppose  that  the  solvency 
of  such  companies  was  guaranteed  by  the  British 
Government.    There  does  not  appear  to  be  much 
in  these  objections,  with  the  exception  ot  that  on 
the  lines  of  equity  that  the  whole  of  the  funds  of  an 
insurance  company  should  be  available  for  all  policy- 
holders.   The  Committee  do,  however,  recommend 
that  foreign  companies  carrying  on  business  in  this 
country  should  comply  in  all  respects  with  the  require- 
ments of  the  Life  Insurance  Companies  Act,  1870. 
They  are  also  of  opinion  that  the  £30,000  which 
life  insurance  companies  have  to  deposit  with  the 
Accountant-General  of  the  Court  of  Chancery  should 
not  be  capable  of  being  withdrawn ;  and  they  think  it 
would  offer  an  absolnte  guarantee  to  policy-holders  in 
foreign  companies  of  being  able  always  to  proceed,  if 
necessary,  agsdnst  such  companies  in  the  Courts  of 
this  country,  and  they  recommend  that  every  company 
which  carries  on  business  in  Great  Britain  should 
be  required  to  maintain  this  deposit  of  j^20,ooo 
permanently,  so  long  as  any  policies  continue  out- 
standing *in  this  country.    Although  the  deposit  of 
separate  funds  finds  no  support,  the  Committee  express 
the  opinion  that  the  appointment  of  British  trustees  to 
act  for  foreign  and  colonial  companies  is  highly  desir- 
able, not  only  in  the  interests  of  British  policy-holders, 
but  also  in  the  interests  of  the  companies  themselves. 
On  the  question  of  publicity,  they  recommend  that 
all  insurance  companies,  whether  British  or  foreign, 
should  be  required  to  furnish  the  Board  of  Trade  with 
full  Revenue  Accounts,  Balance  Sheets,  and  Valuation 
Statements  of  their  business,  and  the  Board  of  Trade 
should  have  power  to  vary  the  returns  from  time  to 
time,  as  they  may  think  necessary.   They  think  that  in 
such  returns  the  amount  of  foreign  business  and  the 
amount  of  business  actually  transacted  in  this  country 
should  be  carefully  distinguished,  but  that  there  would 
be  no  need  for  a  separate  valuation,  since  they  cling  to 
the  idea  that  the  total  insurance  funds  for  every 
company  should  be  available  for  all  policy-holders. 
It  is  considered  desirable  that  returns  should  be  made 
by  all  insurance  companies,  both  British  and  foreign, 
of  the  market  value  [^^J  J^^iQ^^fllty  them. 
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There  does  not  seem  to  be  anything  very  revolutionary 
in  the  Committee's  report,  but  opinioas  may  be  divided 
as  to  the  neceaaty  for  compiling  ;{'20,ooo  to  be 
made  a  permanent  deposit.  Now  that  the  report  has 
been  puUished,  we  shall  doubtless  bear  many  views 
expressed,  and  as  the  subject  is  likely  to  be  well 
thrashed  out,  it  may  eventually  be  possible  to  form  a 
definite  opinion. 

■IM  CmOmi  A  financial  contemporary  complains 
fltaUHSBts.  that  there  is  no  standard  in  existence 
br  the  compilation  of  mine  working  costs.  It  is  said 
that  some  companies  supply  most  elaborate  tabulated 
schedules  showing  the  cost  per  ton  milled  of  every  con- 
ceivable item  of  outlay,  not  only  for  the  year  but  for 
each  consecutive  mouth.  These  statements,  of  course, 
whHe  very  valuable  to  those  concerned  in  the  adminis- 
trative part  of  the  undertaking,  are  not  calculated  to 
excite  enthusiasm  in  the  minds  of  ordinary  share- 
holders. Other  companies  give  little  or  no  information, 
while  again  a  further  section  steers  a  middle  course. 
These  differences,  however,  axe  of  less  importance  than 
the  variations  which  are  said  to  occur  In  working  costs. 
Some  undertakings  show  on  one  side  of  the  account  the 
revoine  from  gold,  and  on  the  other  the  expenses  of 
ore  extraction,  treatment,  development,  redemption 
and  general  charges,  the  latter  including  the  realisation 
of  the  bullion.  Other  concerns  include  among  the 
re\-enue  sundry  receipts  in  the  way  of  rents,  interest, 
Scc^  while  expenses  on  the  other  side  are  made  to 
include  interest  on  loans,  office  expenses,  directors' 
fees,  depreciation,  Government  profit  tax,  &c.  It  is 
said  also  that,  with  regard  to  many  of  the  companies 
operating  in  Western  Australia,  it  was  for  a  long  time 
the  fashion  to  regard  development  as  an  item  of  capital 
expenditure,  and  to  write  off  a  certain  proportion 
of  the  outlay  in  the  same  way  as  depreciation  is 
at  pcesent  written  off  pUnt,  &c.  Although  of  late 
years  much  sounder  views  have  prevailed,  and  the 
leading  companies  have  debited  revenue  with  develop- 
ment  expenses,  there  still  remain  companies  which 
ignore  this  item  altogether ;  while  yet  again  other 
companies  which  include  development  in  their  annual 
statement  of  working  expenses,  exclude  it  irom  the 
cost  per  ton  mentioned  in  their  monthly  retumE. 
It  would,  as  our  contemporary  says,  be  bad  enough 
if  any  company,  though  differing  from  others,  regularly 
{oUowed  any  line  of  procedure  once  decided  upon, 
bat  the  statements  put  forward  often  vary  from  year 
to  year  in  the  bads  of  their  cmnpodtlon,  and  as 


a  rule  without  any  explanation  being  afforded ! 
The  case  of  the  Transvaal  Gold  Mining  Estates  is 
givui,  in  which,  prior  to  the  last  financial  year,  the 
gross  value  of  the  gold  has  figured  on  one  side  of  the 
account  in  the  analysis  of  working  operations,  while 
transport,  bank,  and  other  charges  in  connection  with 
the  realisation  have  been  included  in  general  expenses. 
Last  year,  however,  the  basis  was  altered  by  giving  the 
net  value  of  the  gold,  after  deduction  of  the  charges 
just  referred  to.  It  will  readily  be  understood,  there- 
fore, that  any  comparison  of  the  working  costs  of  one 
mine  with  those  of  another,  at  any  rate  on  the  basis  of 
the  financial  figures,  is  almost  impossible — or  at  any 
rate,  if  possible,  very  misleading.  It  does  not  seem  to 
be  an  insuperable  difficulty,  this  standardisation  of 
working  costs  statements,  for  there  must  be  many 
hundreds  of  persons  connected  with  the  Industry  in  a 
professional  capacity  who  are  capable  of  performing 
the  task.  We  commend  the  idea  to  those  of  our 
readers  who  may  be  Interested,  and  their  opinions  on 
the  matter  will  doubtless  be  forthcoming  In  due  course. 


Corcespon&ence  an&  Bnautries- 


All  communications  to  the  Editor  should  be 
by  letter  only. 

\We  are  at  all  times  ready  to  insert  correspondence  en 
matters  of  interest  to  the  Profession,  but  we  do  not  of  course 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon ;  and  must  in  all  eases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faith.} 

Accounts  of  Seed  Crushers. 
(To  the  Editor  of  The  Accountant.) 
Sir, — I  shall  be  much  obliged  if  you  or  any 
of  your  readers  can  refer  me  to  any  works  on  the 
Accounts  of  Seed  Crushers,  more  especially  as  regards 
the  form  of  Stock  Accounts. 

Yours  truly, 

STUDENT. 

[Vol.  X.  of  **  The  Accountants'  Library  "  series  bears 
on  this  subject.— Ed.  Acct.} 


Deed»  of  Arrangement. 

{To  the  Editor  of  The  Accountant.) 
Sir, — I  will  accept  Mr.  S.  S.  Dawson's  view  that 
there  is  no  substantial  difference  b^ween  ttus  two 
cases  he  quotes.  Digitized  by  CjOOQ IC 


214 


THE   ACCOUNTANT  August  25,  1906. 


I  raised  a  question  as  to  the  meaning  of  the  word 
"  revocable,"  which  I  understand  to  be  a  power 
exerdsable  by  a  debtor  in  such  a  manner  as  to  recall 
the  authority  he  had  given.  To  revoke  is  to  cancel,  to 
make  void  and  of  no  efiect,  to  repeal;  and  the  act  of 
revocation  is  the  act  of  the  debtor  himself,  sanction 
for  which  probably  cannot  be  found  in  any  Act  of 
Parliament. 

But  my  point  is  that,  where  the  action  of  revoking 
an  authority  will  not  cancel  that  authority,  it  is  the 
same  as  the  power  each  man  possesses  of  calling 
"  spirits  from  the  vasty  deep."  Where  a  debtor  has 
executed  a  deed  of  arrangement,  and  sworn  the 
necessary  affidavits,  and  the  deed  has  been  registered, 
he  has  given  under  seal  a  validity  to  his  own  instru- 
ment against  himself,  which  can  be  cancelled,  not  by 
any  revocation  on  the  debtor's  part,  bat  only  by  an 
order  of  Court  or  a  reconveyance  from  the  trustee 
to  the  debtor. 

Under  the  power  of  revocation,  as  Interpreted  in  the 
days  before  the  1887  Act,  a  debtor  might  revoke  an 
assignment  as  regards  all  non-assentiug  creditors.  So 
that,  if  Mr.  Dawson  be  correct  (and  the  power  of 
revocation  still  exists  unaltered),  then  in  a  case  where 
only  one  creditor  has  assented,  the  debtor  can  revoke 
the  deed  as  to  all  the  remainder,  and  the  deed  becomes 
one  for  the  only  creditor  who  has  assented.  This  is 
not  merely  a  redvctio  ad  absurdum,  it  is  perfectly 
logical. 

"  Revocation  "  is  an  old  word,  and  I  feel  safe  in 
saying  that  it  has  never  been  heard  of  in  our  Courts 
in  connection  with  a  registered  deed  of  arrangement, 
and  never  will.  The  case  of  Adnitt  v.  Hands  must 
have  been  before  the  1887  Act — it  could  not  have 
arisen  after.  If  Mr.  Dawson's  contention  is  good 
to-day — although  I  admit  his  cases  are  unimpeachable 
until  reversed  by  an  equal  authority — then  in  case  of  a 
deed  ugned  on  (say)  Monday,  communicated  to  a 
creditor  the  same  day,  where  the  Sheriff  seeks  to  enter 
on  Tuesday,  the  deed  excludes  him.  But  the  deed  is 
allowed  to  lapse  since  it  was  never  intended  to  register 
it.  But  in  the  case  of  a  bond  fide  deed  which  is 
registered,  where  the  Sheriff  takes  possession  before 
the  trust  is  communicated,  the  deed  is  powerless  to 
protect !    Such  cannot  be  the  law  to-day. 

I  do  not  impugn  Mr.  Dawson's  cases.  I  only  submit 
that  no  Court  would  to-day  give  effect  to  them  as 
against  a  bond  fidt  deed.  Mr.  Dawson  must  apply  my 
point  to  his  quotation  from  Section  17  of  the  Act,  which 
is  in  my  favour.   For  we  are  discussing  not  "  a  deed  or 


instrument  which  by  law  is  .  .  .  void  or  voidable," 
but  a  deed  or  instrument  which,  by  the  formal  act  of  the 
debtor  hime^,  is  void  or  voidable  without  recourse 
to  any  law. 

It  may  seem  a  little  impertinent  that  two  accountants 

should  be  utilising  your  pages  to  solemnly  discuss  an 
abstruse  legal  point,  as  if  they  were  Lords  of  Appeal, 
but  perhaps  it  will  be  forgiven  in  view  of  the  many 
years'  practical  experience  both  have  had.  But  I 
should  like  the  opinion  of  yonr  legal  contributor  on 
the  points.  I  have  kept  out  many  Sheriffs  with  deeds, 
the  existence  of  which  no  creditor  knew,  and  have 
never  been  asked  by  a  Sheriff  if  the  deed  was 
"  revocable."  The  only  question  was,  "  Are  you  going 
to  register  the  deed  ?  "   If  not,  he  would  interplead. 

And,  finally,  if  I  am  wrong  in  my  opinion,  I  should 
much  like  to  know  why  Wetherfield,  in  his  **  Law  of 
Private  Arrangements,"  published  since  both  Mr. 
Dawson's  cases  were  decided,  takes  the  same  view ; 
and  why  Lawrance,  in  the  fifth  edition  of  his  "  Prece- 
dents of  Deeds  of  Arrangements,"  said  to  be  the 
standard  work,  published  in  1900,  ^ould  say  (p.  17) : 
"  It  does,  however,  occasionally  happen  that  a  deed  of 
*'  assignment  is  executed  on  the  spur  of  the  moment  in 
"  order  to  defeat  an  execution.  .  .  .  In  such  a  case 
"U  is  better  to  have  the  deed  executed  by  no  one  but  the 
"debtor  and  trustee,  and  not  to  communicate  it  to  any 
"  creditors." 

Since  neither  is  convinced,  we  can  only  appeal  to 
your  umpire. 

Yours  obediently, 
20th  August  1906.  DAVID  P.  DAVIES. 

[Our  legal  contributor  will  deal  with  this  interesting 
question  on  his  return  to  town. — Ed.  Acct.] 


Relative  Value  of  B.Sc.  and  B.C0111.  Degrees. 

(To  the  Editor  of  The  Aeceuniant.) 

Sir, — Seeing  the  above  subject  opened  for  discussion 
in  your  columns,  I  should  like  to  have  a  reply  to  the 
following : — 

Whether  it  is  possible  for  those  who  have  passed  the 
Final  of  the  Institute  of  Chartered  Accountants  and 
desire  to  study  as  External  Students  for  the  degree  of 
B.Sc.  (Economics)  of  the  ITniversity  of  London  to 
obtain  exemption  from  the  ordeal  of  working  up  for 
the  Matriculation  examination? 

If  not,  whether  any  approach  has  been  made  by  the 
Council  of  the  Institute  to  obtain  such  exemption  for 
its  members  duly  qualified  ? 

I  take  it,  the  reason  of  the  Matriculation  is  to  test 
the  general  aL>ility  of  the  student,  and,  I  think,  this  is 
amply  satisfied  when  he  takes  his  Final  C.A. 

YouEs  &iitbfuUy, 
Digitized  byLaOOgl^JV. 
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Reqolrenents  of  Stock  Exchange  for  Quotations. 

{To  the  Editor  of  The  Aecovnfant,) 

Sir,— The  Stock  Exchanges  require  companies 
obtaining  quotation  of  their  securities  to  issue  to  each 
shareholder  *'a  printed  copy  of  the  report,  accompanied 
bjr  the  Balance  Sheet  and  Statement  of  Acconnts," 
and,  in  practice,  it  would  appear  that  this  requirement 
is  met  by  the  issue  of  an  epitome  of  the  accounts,  to 
wbieh  is  appended  the  certificate,  and,  generally,  the 
report  which  has  been  made  by  the  auditors  upon  the 
detailed  accounts. 

The  print  does  not,  as  a  rule,  show  the  company's 
position  accurately  ;  in  fact,  admittedly,  much  infor- 
matioo  is  withheld  for  the  supposed  safeguarding  of 
the  company's  business. 

In  most  cases,  too,  the  accounts  are  held  as  read  at 
the  general  meeting,  and  it  is  not  clear  whether  the 
Balance  Sheet  signed  by  the  aaditmrs,  or  the  printed 
abta-eviation,  is  adopted. 

I  shonld  like  to  have  your  opinion  as  to  the 
responsibility  of  the  auditor  for  the  print,  and  whether 
the  print  or  the  detailed  Balance  Sheet  is  adopted. 

In  view,  as  it  appears  to  me,  ctf  the  great  importance 
of  this  subject  to  the  profession,  you  may  perhaps 
decide  to  ascertain  the  views  of  its  leading  members. 

Yours  faithfully, 

August  totk  1906.  OMEGA. 


'Review. 

Elenwntary  Bookkeepiag. 

By  J.  S.  Wkbstek  and  Hakjly  Hughes. 

A.  Wliaaton  ft  Co.,  Western  Educational  Stores,  Eieter. 
Second  Edition.  Price  is.  net. 
This  is  another  of  the  somewhat  numerous  attempts  that 
hare  been  made  during  the  past  ten  years  or  so  to  provide 

at  a  popular  price  a  work  upon  elementary  bookkeeping 
really  adapted  to  use  in  schools  and  technical  classes. 
That  being  the  case,  it  is  a  little  difficult  to  understand 
why  the  stndeat  should  be  expected  to  make  himself 
familiar  with  anytiiing  so  entirely  obsolete  as  a  Waste 
Book,  or  viiiy  such  paramount  importance  should  be 
attached  to  the  Journal,  which  in  the  great  majority  of 
businesses  has  fallen  into  disuse.  At  the  same  time,  it 
mast  be  admitted  that  for  its  price  the  book  contains  a 
good  deal  of  information,  while  the  exercises  appended 
are  carefully  arranged,  and  shonld  be  found  of  value  for 
teaching  purposes. 


S>eralcattons:  Ubeic  pret>entfon  anb 
S>etection. 


By  R.  H.  Nacle. 

Prize  Essay  read  before  members  of  the  Wellington 
(N.Z.)  Accountant  Students*  Society. 


In  selecting  a  subject  for  an  essay  the  Committee  of  the 
Accountant  Students'  Society  could  scarcely,  in  my 
opinion  have  made  a  wiser  choice  than  "Defalcations" 
for  the  consideration  of  the  essayists.  To  my  mind,  the 
subject  is  one  of  prime  importance  to  those  interested  in 
the  accountancy  profession,  and  indeed  such  a  well- 
known  authority  as  Mr.  Lawrence  R.  Dicksee  in  his  book 
on  "Auditing,"  iriien  referring  to  the  duties  of  an  auditor, 
tells  Us  that  "The  detection  of  fraud  is  a  most  important 
portion  of  the  duties."  During  the  last  few  years  many 
cases  have  been  brought  under  my  notice  of  seemingly 
conscientious  men  holding  positions  of  trust  robbing  their 
employers^  In  most  instances  the  men  have  been  able  to 
cover  up  their  defalcations,  in  some  cases  for  years, 
because  their  employers  had  neglected  to  safeguard  their 
interests  by  failing  to  take  advan.tage  of  the  means  at  hand 
for  providing  im  efficient  internal  check,  and  also  by  con- 
sidering unnecessary  the  employment  of  the  best  and  most 
experienced  brains  which  the  local  accountancy  profes- 
sion could  supply  for  the  prevention  and  detection  of 
fraud.  The  employers  in  the  cases  I  have  referred  to 
received  a  sharp  lesson  for  their  neglect,  and  1  can  assure 
you  none  of  them  ars  likely  to  be  delinquents  in  this 
respect  again. 

I  take  it  that  we  are  to  consider  the  subject  from  the 
point  of  view  of  the  profession  rather  than  from  that  of 
the  employer,  so  for  convenience  I  will  imagine  myself  an 
auditor  who  has  been  engaged  to  audit  the  books  of  the 
imaginary  firm  of  Messrs.  Brown  &  Jones. 

Mr.  Jones,  junior  partner  of  the  firm,  obtained  the  Cash 
Book  one  day  in  order  to  get  out  some  figures  connected 
with  the  last  year's  receipts.  He  was  at  the  time  engaged 
upon  an  an^ysis  of  the  year's  business.  The  figures  puzzled 
him,  for,  though  the  sales  had  increased,  the  amount  of 
Accounts  Receivable  was  practically  the  same  as  at  the 
end  of  the  previous  yearj  while  the  total  cash  received 
was  smaller.  Turning  the  Cash  Book  pages  over  aim- 
lessly he  happened  to  notice  that  the  amount  carried 
forward  as  shown  at  the  top  of  folio  79  did  not  quite  agree 
with  the  figures  shown  at  the  foot  of  folio  78.  Some  of 
the  figures  had  been  transposed  :  £^fiso  at  the  foot  of  the 
Cash  column  on  the  receipts'  side  had  been  carried  over 
as  jf4.56o.  Tnming  to  the  end  of  the  month  he  found  that 
the  Cash  Book  had  been  neatly  ruled  off^md  the  cadi  and 
bank  balances  carried  fonl^iMti}s\l»^^^^CHe 
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knew  that  the  actual  cash  on  hand  at  the  end  of  the 
month  under  review  had  agreed  with  the  balance  shown 
by  the  Cash  Book,  as  he  had  checked  it  himself.  He 
called  the  cashier  and  required  him  to  produce  the  cash 
he  then  had  on  hand,  and  this  agreed  with  the  balance 
shown  by  the  Cash  Book  on  that  day.  Evidently  the 
cashier  had  pocketed  ^^90.  Mr.  Jones  said  nothing  to  the 
cashier,  but  proceeded  with  the  checking  of  the  additions 
and  carrying  forward.  Some  months  farther  back  he  came 
upon  a  somewhat  similar  error  on  the  disbursements' 
side  ;  a  total  of  ^^456  had  been  carried  over  as  £^6$,  The 
cashier  again  apparently  had  profited  by  the  error.  This 
officer,  though  he  had  been  with  the  firm  only  a  couple  of 
years,  had  been  highly  recommended  by  his  last  employer, 
and  had  always  appeared  to  be  a  veritable  personification 
of  honesty.  Suspicions  having  been  aroused,  however, 
the  firm  quietly  decided  to  have  their  books  audited  by  a 
professional  accountant — a  practice  which  had  been 
allowed  to  lapse  since  Mr.  Jones  became  a  partner  in  the 
firm,  some  two  years  ^o. 

The  junior  partner  had  been  an  accountant  before  join- 
ing the  firm,  and  it  was  decided  to  do  away  with  the 
auditor,  Mr.  Jones  to  perform  his  duties.  This  he  did 
conscientiously  for  the  first  few  months,  but  since  then, 
beyond  occasionally  checking  the  cash  on  hand,  he  had 
given  scant  attention  to  this  portion  of  his  work ;  in  fact, 
as  his  time  had  been  fully  occupied  on  what  to  him 
appeared  more  important  work,  he  had  left  practically  the 
entire  management  of  the  office  to  his  cashier.  These  facts 
were  made  known  to  me  by  Mr.  Jones  when  he  called  to 
engage  me  to  audit  the  books.  In  due  course  I  proceeded 
to  the  office  of  the  firm,  and  after  perusing  their  deed  of 
partnership,  obtaining  a  complete  list  of  the  books  in  use, 
and  a  note  of  persons  authorised  to  receive  and  pay  moneys 
and  order  goods,  thoroughly  mastering  the  system  in  force, 
and  carefully  considering  the  uses  and  abuses  of  which 
each  book  was  capable,  I  concentrated  my  mind  on  the 
question  :  Wliat  are  the  weak  points  of  the  system;  or,  in 
other  words.  Where  is  fraud  most  likely  to  creep  in? 

The  system  generally  appeared  bad.  The  cashier,  in 
addition  to  keeping  the  Cash  Book,  kept  the  Bought 
I^edger,  the  Private  Ledger,  and  made  entries  in  the 
Returns  Book. 

The  Customers*  Ledgers  wefe  not  arranged  on  a  self- 
balancing  system,  and  the  same  clerks  had  attended  to  the 
same  work  without  check  of  any  detailed  kind  since  they 
had  started  with  the  firm. 

After  checking  the  opening  balances  on  to  the  last 

Balance  Sheet  prepared  by  my  predecessor,  I  commenced 
with  an  exhaustive  check  of  the  cash  receipts  and  pay- 
ments. 1  soon  discovered  irregularities.  Our  cashier  had 
been  an  expert  in  his  business,  and  devices  of  all  kinds 
had  been  used.  Space  will  not  permit  me  to  describe  them 


all  fnlly.  but  no  doubt  an  examination  of  a  few  of  his 
methods  will  be  found  interesting. 

During  the  first  few  months  he  had  opened  an  account 
for  a  fictitious  person  in  the  Ledger  by  debiting  Goods 
Account.  A  cheque  had  been  drawn  to  square  the  account 
and  he  had  stolen  the  cheque.  A  month  later  he  pnt 
through  a  credit  for  £^0  to  a  company  from  whom  Brown 
and  Jones  had  purchased  goods,  whereas  the  amount  of 
the  invoice  was  /so  only.  A  cheque  for  ^^50  had  been 
drawn  first  pay-day,  but  only  £20  of  the  amount  could  be 
traced  to  the  company.  About  the  same  date  I  noticed 
several  debits  in  the  Cash  Book  amounting  to  ^^15 
altogether.  These  had  been  posted  to  General  Expense 
and  other  Impersonal  Accounts.  The  payments  were  not 
supported  by  vouchers  of  any  kind,  and  as  no  details  were 
available  and  the  cashier  could  not  account  for  the  entries 
in  any  way,  it  seemed  certain  that  our  unscrupulous 
friend  had  been  the  gainer  by  the  amount  of  the  entries. 

On  one  occasion  he  stole  ^5  cash  which  had  been  paid 
to  him  by  a  cnstomer.  The  firm  used  the  ordinary  num- 
bered duplicate  receipt  book.  The  however,  was  not 
put  through  this  book,  the  receipt  given  to  the  customer 
being  on  one  of  the  firm's  account  forms,  which  was  con- 
trary to  the  general  instructions  issued  by  the  partners. 
So  as  to  keep  the  Customers'  Account  square,  our 
resourceful  friend  credited  the  £s  ^  *he  customer's 
account  as  a  cash  receipt,  and  at  the  same  time  made  an 
entry  for  a  corresponding  amount  to  the  debit  of  General 
Expenses.  By  this  means  the  books  were  made  to  balance 
correctly,  and  this  clever  device  cotdd  only  have  been 
detected  by  completely  checking  the  postings  or  by  using 
some  check  such  as  Jones's  system  of  abstracting  monthly 
postings  to  the  Ledger  on  sheets  ruled  into  debit  and 
credit  columns,  and  it  is  doubtful  if  the  last-mentioned 
method  could  have  been  used  to  advantage  as  the  firm's 
transactions  were  very  numerous. 

As  we  have  seen  from  the  foregoing  examples^  our 
cashier  had  greatly  relied  npon  incorrect  additions  being 
undetected  by  the  partners.  As  a  further  example  of  this, 
it  was  found  that  he  had  purposely  added  the  Wages  Book 
incorrectly  each  week  for  the  last  few  months,  making 
his  total  nearly  £2  larger  than  the  correct  figure.  No 
credit  refunding  the  stizplus  cash  conld  be  discoveted  in 
the  books.  The  partners  considered  it  cause  for  congratu- 
lation that  all  the  employees  received  weekly  wages,  as  it 
was  felt  that  had  the  workers  been  paid  for  the  time 
worked  the  method  would  have  proved  another  avenue 
for  fraud.  The  chief  feature  of  the  cashier's  general  plan 
of  campaign  seemed  to  me  to  be  the  care  which  he  used  to 
prevent  fouling  with  the  customers.  Owing  to  the  laxity 
of  the  check  placed  upon  him  the  Impersonal  Accounts 
were  naturally  his  best  friends,  andj3|  course  had  to  bear 
the  brunt  of  most  of  lT^{|fg^g^4^00#T@tTemely 
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iateresting,  however,  to  observe  the  care  taken  when  a 
customer's  account  had  to  be  operated  upon.  Such  rash 
schemes  as  stealing  amounts  remitted  by  customers  and 
merely  suppressing  their  statements,  or  stealing  a  cheque 
drawn  by  the  firm  for  remittance  to  a  customer  were  not 
included  in  his  repertoire.  Whenever  a  customer's 
account  had  to  be  touched  he  always  saw  that  the  amount 
stolen  was  credited  in  the  customer's  account  from  some- 
where. One  embezzlement  was  discovered  in  a  curious 
fashion.  Mr.  Brown  handed  me  lor  investigation  a  letter 
be  had  jnst  received  from  Messrs.  Swan  &  Co.,  Lim.  This 
company  stated  that  no  receipt  bad  been  sent  them  for 
the  cheque  they  had  remitted  in  settlement  of  their  April 
account]  and  desired  that  a  receipt  be  sent  in  order  to 
enable  them  to  complete  their  files  foi  audit.  Swan  ft  Co., 
Lim.*s  account  in  the  Ledger  showed  the  amount  which 
that  company  claimed  to  have  remitted,  but  I  was  puzzled 
by  the  entry  which,  though  reading  "By  Cash,"  caine  from 
the  Returns  Book.  It  transpired  that  the  cashier  had  mis- 
appn^NTtated  the  cheque,  and  so  as  to  put  the  acconnt  of 
Swan  ft  Co..  Lim.,  in  order  he  had  passed  the  company  a 
credit  for  a  sum  equal  to  the  amount  stolen.  The  faulty 
system  of  internal  check  had  allowed  him  to  do  this 
without  difficulty. 

You  can  lest  assured  that  I  brought  prominently  under 
the  notice  of  both  partners  the  absolute  necessity  of  placing 
the  Returns  Book  solely  in  the  charge  of  the  person  whose 
dqiartment  received  such  returns,  and  it  is  needless  to 
state  that  the  keeping  of  this  book  did  not  form  part  of 
the  duties  of  our  dishonest  caahiei^s  snccessor. 

The  necessity  of  having  all  invoices  as  regards  quantities 
checked  and  initialled  by  the  person  whose  department 
received  the  goods  was  impressed  upon  the  partners  about 
the  same  time  by  the  discovery  of  the  fact  that  the  intetest- 
ing  person  whose  shady  practices  we  are  considering  was 
in  the  habit  of  obtaining  goods  for  himself  and  having 
them  included  in  statements  against  Messrs.  Brown  ft 
Jones,  this  firm's  cheque,  of  course,  paying  the  whole 
amount.  Too  close  a  check  cannot  be  kept  on  this  point, 
for  if  the  quantities,  prices,  and  statements  are  not 
required  to  be  checked  and  initialled  by  some  responsible 
person  other  than  the  cashier  a  vast  avenue  exists  for  the 
exercise  of  fraud.  Of  course,  other  persons  besides 
cashiers  can  profit  by  faking  the  records  of  the  receipt  of 
goods.  I  remember  reading  an  account  of  a  fraud  on  a 
large  scale  being  perpetrated  by  the  chief  steward  of  a 
large  steamer  trading  between  U.SJL  and  the  far  East. 
This  gentleman  was  in  the  habit  of  ordering  the  supplies 
for  victualling  the  ship,  and  he  so  arranged  matters  that 
when  be  ordered  50  bags  of  fiour  only  40  would  be 
delivered.  He  signed  for  50,  however,  and  the  trader  who 
supplied  the  flour  received  payment  for  50  and  then  sent 
his  cheque  for  the  value  of  ten  bags  to  the  steward.  The 


trader  regarded  this  paltry  accommodation  in  the  light  of 
goodwill  necessary  to  retain  his  client's  business,  and  the 
fraud,  though  practised  regularly,  remained  undetected  for 
jrears.  I  merely  mention  this  incident  in  order  to  show 
that  the  checking  and  initialling  by  a  person  other  than 
the  cashier  of  the  quantities  shown  on  an  invoice  does 
not  absolutely  prevent  fraud  from  creeping  in,  but  it  tends 
largely  to  do  so.  But  to  return  to  our  cashier.  It  occurred 
to  me  that  the  Pass  Book  looked  unusually  clean,  and 
remembering  that  forged  Pass  Books  and  forged  bank 
certificates  have  frequently  figured  in  frauds,  even  in  New 
Zealand,  I  took  it  personally  to  the  bank  and  had  it 
checked,  but  was  pleased  to  learn  that  the  book  was 
genuine  that  had  been  handed  to  me. 

During  his  first  call  upon  me  Mr.  Jones  had  asked  my 
opinion  of  the  Card  System,  and  stated  that  he  had 
thought  of  introducing  it  into  his  office.  I  felt  pleased 
indeed  that  the  system  had  not  found  its  way  into  the 
business  of  Brown  ft  Jones  under  the  conditions  which 
existed  in  their  office  during  the  past  two  years,  as 
experience  has  taught  me  that  the  Card  System,  if  loosely 
audited,  affords  extraordinary  advantages  to  a  fraudulent 
bookkeeper  who  wishes  to  cover  up  his  irregularities. 

In  some  businesses,  especially  those  doing  business  on 
the  hiring  system,  the  use  of  Card  Ledgers  will 
undoubtedly  be  advantageous,  but  I  consider  that,  unless 
closely  audited,  the  system  is  altogether  unsuited  for  a 
small  office  where  the  same  man  keeps  Cash  Book  and 
Ledgers. 

I  have  now  reached  the  end  of  the  list  of  fraudulent 
entries  made  by  the  cashier,  50  will  proceed  to  describe 
the  vagaries  of  another  scoundrel  who  had  robbed  Messrs. 
Brown  ft  Jones,  fortunately  to  a  much  smaller  extent  than 
the  cashier  had  done.  This  blackguard  was  employed  as  a 
salesman,  and  the  method  adopted  by  him  will  not  take 
long  to  describe.  It  consisted  of  the  simple  device  of 
pocketing  cash  sales,  which  be  found  simple  enough,  in 
spite  of  all  of  Messrs.  Brown  &  Jones's  internal  checks, 
which,  in  the  selling  department,  seemed  all  that  could 
be  desired.  Triplicate  counter  checks  were  used  for  enter- 
ing sales,  each  salesman  having  two  books,  one  for  enter- 
ing credit  sales,  and  the  other  for  entering  cash  sales. 
While  the  salesman  was  absent  on  a  holiday  the  firm's 
suspicions  as  to  his  integrity  were  aroused  by  a  casual 
customer  calling  for  a  receipt.  lie  stated  that  he  paid 
the  salesman  £$  cash  for  goods  and  had  told  him  not  to 
bother  about  a  receipt,  but  on  returning  to  his  shop  his 
cashier  bad  asked  him  to  obtain  a  voucher  for  the  pay- 
ment, lie  said  he  had  overlooked  the  matter  for  a  week, 
but  as  be  happened  to  be  passing  thought  he  would  look  in 
and  get  the  voucher.  No  record  of  the  receipt  of  the  money 
could  be  traced  in  Brown  &  Jones's  books.  Other  irregu- 
larities were  discovered  dur^||^(^^^y(|i)@t^^<^'^d 
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he  was  unable  to  explain  them  satisfactorily  on  his  return, 
so  be  was  discbarged.  The  firm  deemed  it  inadvisable  to 
proceed  further,  but  merely  made  him  disgorge  such 
amounts  as  could  be  proved  against  him,  although  the 
paitnets  were  convinced  that  the  man  had  carried  on  his 
dishonest  practices  for  a  considerable  period.  Indeed  at 
the  last  two  stocktakings  the  partners  had  been  sorely 
puzzled  to  account  for  the  seemingly  small  profits  of  the 
department  in  which  the  salesman  was  employed. 
Although  a  certain  percentage  on  cost  had  been  provided 
for,  the  department's  gross  profits  had  not  nearly 
reached  the  estimated  amount.  The  stock  consisted  of  a 
very  large  and  varied  assortment  of  goods,  and  did  not 
lend  itself  easily  to  a  detailed  check  of  each  line,  such  as 
deducting  from  the  number  of,  say,  pipes  on  hand  at  last 
stocktaking,  pins  those  received  since,  the  sales  for  that 
period.  Any  difierence  which  exists  between  the  f^ure 
thus  ascertained  and  the  number  of  pipes  actually  on 
hand  vrould^  of  course,  represent  the  shrinkage  in  the 
stock.  The  partnarSj  sorely  disappointed  at  the  di^onesty 
of  an  employee  they  had  always  trusted  implicitly,  feU 
certain  that  the  mystery  attached  to  the  small  profits  of 
the  department  had  now  been  solved. 

A  clever  rogue  in  the  sales  department  is  indeed  a  thorn 
in  the  flesh,  for  no  matter  what  system  is  adopted  to  keep 
him  in  check,  ways  and  means  to  defraud  can  be  found, 
and  the  man  runs  very  little  risk  of  detection  if  he  is 
careful.  Men  of  this  class,  who  are  brought  to  book 
usually  after  years  of  dishonest,  generally  owe  their 
capture  to  accident  or  to  some  petty  carelessness. 

Of  course,  certain  classes  of  stock,  such  as,  for  instance, 
jewellery  (where  the  goods  are  usually  sold  from  trays, 
and  such  goods  as  are  required  each  morning  to  complete 
the  trays  should  agree  exactly  with  the  invoices  or  counter 
checks  made  out  for  the  previous  day's  sales),  and  classes, 
of  stock  that  are  handled  only  in  bulk,  are  of  such  a  nature 
that  the  checking  is  a  simple  matter  and  fraud  cannot  well 
exist  without  collusion,  but  I  am  inclined  to  think  that 
the  vital  part  of  almost  any  system  of  check  is  the  impos- 
sibility of  preventing  a  clever  rogue  from  putting  the 
proceeds  of  cash  sales  into  his  pof^ket. 

The  dishonest  collector  who  receives  money  which  he 
does  not  report  to  his  office  is  another  individual  who 
causes  grave  anxiety  at  times.  From  their  nature  some 
businesses  are  veritable  paradises  to  this  class  of 
defrander.  One  firm  that  came  under  my  notice  suffered 
heavily  in  this  manner.  Their  goods  were  sold  on  the 
hire-purchase  system,  each  article  being  hired  at  a  fixed 
deposit,  and,  say,  ten  equal  instalments  payable  monthly. 
Business  was  done  all  over  the  Colony  on  these  lines 
through  agents  who  were  given  liberal  commissions  on 
goods  disposed  of  in  certain  fixed  territories,  covering 
areas  of  anything  up  to  say  150  square  miles.   The  firm 


had  a  travelling  representative  whose  duty  it  was  to 
inspect  the  agencies.  The  agents  were  given  numbered 
triplicate  receipt  books  for  collecting  moneys,  the  receipt 
to  be  given  to  the  hirer,  the  butt  to  be  retained  by  the 
agent,  and  the  third  slip  to  be  sent  to  the  head  office 
attached  to  the  agent's  remittance.  Although  the  customers 
were  requested  to  accept  receipts  only  on  the  firm's  printed 
forms  it  was  found  that  the  agent  would  give  and  tbe  hirer 
would  accept  receipts  on  the  agent's  own  account  forms. 
The  agents  in  such  cases  seldom  remitted  the  money  to 
head  office,  and  these  irregularities  could  only  be  dis- 
covered by  the  inspector  calling  on  the  hirer  and  com- 
paring his  receipts  with  a  statement  of  the  account  sup- 
plied by  the  firm,  and  this  method  was  costly,  and  in  many 
of  the  bush  districts  impracticable.  The  firm  lost 
hundreds  of  pounds  annually  through  agents  collecting 
moneys  and  not  remitting  them  to  head  office.  In  these 
cases,  of  course,  when  the  defalcations  were  sheeted  home 
to  them  they  had  used  the  moneys  for  other  purposes  and 
could  not  refund  same.  The  firm  introduced  a  system 
of  sending  a  circular  letter  monthly  to  each  hirer  stating 
the  balance  of  hire  at  his  debit  on  the  books,  and  asking 
him  if  the  amount  did  not  agree  with  the  balance  accord- 
ing to  his  calculations  to  reply  at  once.  The  difficult  part 
of  the  scheme,  however,  was  in  getting  the  hirer  to  respond. 
I  mentioned  before  that  the  loss  was  the  firm's,  but  was 
not  quite  correct,  as  many  of  the  larger  agents  were  covered 
by  a  guarantee  insurance  policy  held  by  the  firm,  and  of 
course  in  the  event  of  any  of  the  agents  so  covered  dealing 
diriionestly  witii  moneys  which  they  held  in  trust  for  tbe 
firm  the  loss  was  borne  by  the  insurance  company,  and  I 
can  assure  you  the  company's  position  was  not  an  enviable 
one,  as  far  as  this  particular  firm  was  concerned. 

I  have  now  considered  the  usual  methods  of  defalcating 
as  fully  as  my  space  will  allow,  and  before  proceeding  to 
the  consideration  of  their  prevention  would  only  emphasise 
the  fact  that  with  the  exception  of  the  fraud  committed  by 
the  salesman,  which  as  a  rule  can  only  be  found  out  by 
accident,  and  the  fraud  committed  by  the  collector,  which 
in  some  businesses  can  only  be  traced  after  more  or  less 
delay  and  expense  has  been  incurred,  I  have  touched  upon 
practically  no  fraud  that  would  not  be  made  impossible 
by  a  well  thought  out  system  of  account,  combined  with  a 
thorough  internal  check  and  a  completed  audit.  It  is,  of 
course,  desirable  that  the  internal  check  be  modelled  on 
lines  laid  down  by  rect^nised  authorities  and  modified 
with  the  use  of  conunon  sense  to  meet  the  special  require- 
ments of  the  business.  A  good  general  system  of  account 
is  of  prime  importance.  I  cannot  do  better  in  this  con- 
nection than  quote  from  Dicksee,  who,  while  stating  that 
general  instntctions  naturally  vary  according  to  circum- 
stances, and  that  it  is  impossible-4o  give  for  general 
guidance  mora  than  tbtgi^^sMlty  viltf  ^O^^tlSna  the 
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following  points,  which  usaally  require  to  be  considered  in 

any  system ; — 

[I)  All  cash  received  to  be  paid  into  bank  daily.  The 
cashier  to  have  no  control  over  any  of  the  Ledgers. 

(3)  All  payments,  other  than  petty  cash  payments,  to  be 
made  by  cheque,  whatever  the  amount. 

tj)  The  Petty  Cash  Book  to  be  kept  upon  the  Imprest 
System,  under  tbe  supervision  of  the  cashier.  The 
clerk  in  charge  of  the  pet^  cash  must  on  no  account 
be  allowed  to  receive  any  moneys  for  sundry  cash 
receipts. 

(4)  Counterfoil  Receipt  Books  to  be  used  for  all  moneys 
received,  and  vouchers  obtained  for  every  pajrment. 

(5)  The  cash  and  bank  balances  to  be  verified  weekly, 
or  oftener,  and  the  adjustments  recorded  in  a 
special  Balance  Book. 

(6)  .\I1  Ledgers  to  be  rendered  self-balancing,  and  all 
Trade  Ledgers  to  be  balanced  monthly.  A  maxi- 
mum difference  of  (say)  one  shilling  to  be  allowed 
in  any  one  Trade  Ledger,  subject  to  the  approval  of 
tbe  head  bookkeeper.  All  such  differences  to  be 
recorded  from  time  to  time  in  a  special  book  kept 
by  the  head  bookkeeper. 

(7I  An  adequate  system  of  Stock  Accounts  and  Cost 
Accounts  to  be  provided. 

{8}  All  invoices  for  purchases  to  be  passed  by  the  Goods 
Receiving  Department,  by  the  buyer  of  the  depart- 
ment concerned,  and  by  the  counting-house,  before 
being  entered  in  the  Purchase  Book. 

(9)  Statements  for  trade  payments  to  be  passed  by  some 
responsible  person,  preferably  one  of  the  partners, 
or,  in  the  case  of  a  company,  the  managing  director. 

(10)  The  calculations  of  all  sales  invoices  to  be  checked 
in  the  counting-house  before  the  Sold  Ledgers  are 
posted. 

(11)  Each  time  the  Sold  Ledgers  are  balanced  a  list  of 
all  accounts  more  than  — — —  days  overdue  to  be 
submitted  to  the  head  bookkeeper,  and  by  him  to 
niM  of  the  principals  for  further  instructions. 

(12}  A  thoroughly  efficient  system  of  calculating  and  pay- 
ing wages  to  be  introduced,  and  closely  adhered  to. 
In  the  case  of  a  company  :  — 

itj)  The  Minute  Books  to  be  fully  entered  up,  and  kept 

indexed  to  date. 
(14)  All  exceptional  transactions  to  be  reported  to  tbe 

board  at  the  next  meeting  for  approval  or  further 

instructions. 

(■S)  The  various  books  required  by  the  Companies  Act 
to  b«  kept  written  up,  and  tbe  necessary  returns  to 
be  made  to  the  Registrar  from  time  to  time. 

Having  secured  1  good  general  system  of  account,  our 
1*11  regard  is  to  complete  the  system  of  internal  check 
op  n  proper  lines.  Dicksee  tells  us  that  "in  devising  any 


"system  of  internal  check  there  are  three  matters  to  be 
"specially  borne  in  mind — first,  the  person  in  charge  of 
"  cash  should  never  be  in  charge  of  a  Ledger,  or  at  least  of 
"a  Trade  Ledger;  secondly,  each  separate  Ledger  should* 
*  be  made  self-balancing,  or  at  least  should  be  so  arranged 
"  that  it  can  be  separately  balanced,  and  where  this  is  for 
"any  reason  not  altogether  practicable  it  is  absolutely 
"essential  that  those  Ledgers  which  are  not  checked  in 
"  detail  by  the  auditor  should  be  so  arranged  that  they  may 
"be  collectively  balanced  from  those  Ledgers  that  are; 
"  thirdly,  where  Trade  Ledgers  are  numerous  and  are  not 
"checked  in  detail  by  tbe  auditor  the  clerks  in  charge 
"  should  be  frequently  changed  about,  so  that  if  there  is 
"  any  irregularity  it  is  impossible  for  it  to  remain  long 
"undetected  without  implicating  the  whole  staff." 

A  good  system  of  internal  check  not  only  has  the  advan- 
tage of  causing  irregularities  to  be  adjusted  much  sooner 
than  if  they  remained  undiscovered  tilt  the  auditor's  next 
visit,  but  it  frequently  does  away  with  the  necessity  for  a 
detailed  audit. 

Having  carefully  arranged  the  system  and  tiie  internal 
check  to  suit  the  particular  requirements  of  the  business  we 
are  ready  to  consider  the  question  of  audit. 

Whether  a  continuous  or  a  completed  audit  is  most  suit- 
able depends  upon  the  circumstances  of  each  particular 
case.  In  a  small  business  where  the  auditor  can  arrange 
to  have  sole  access  to  the  books  while  the  audit  is  in  pro- 
gress, what  is  known  as  the  completed  audit  will  generally 
be  found  most  desirable.  Where,  however,  tbe  transactions 
are  numerous  the  continuous  audit  will  frequently  be 
necessary.  In  some  businesses  an  auditor,  if  his  work  is 
to  be  of  any  practical  use,  will  find  it  necessary  to  check 
every  transaction  to  its  source-  In  other  businesses,  ovring 
to  the  arrangement  the  Ledgers  on  the  self-balancing 
plan,  and  the  detailed  audit  being  done  by  the  staff  under 
a  good  system  of  internal  check,  such  an  exhaustive  exami- 
nation is  considered  unnecessary,  and  this  view  is  upheld 
by  the  highest  authorities.  Under  any  system,  however, 
the  cash,  both  as  regards  receipts  and  payments,  and  the 
postings  of  Nominal  and  Private  Ledgers,  should  always 
be  checked  in  detail. 

Coming  now  to  the  detection  of  defalcations,  I  may  say 
that  my  remarks  on  this  important  portion  of  my  subject 
must  necessarily  be  brief,  as  the  consideration  of  their 
detection  has  entered  so  naturally  into  the  discussion  of 
the  defalcations  that,  as  I  have  progressed,  I  have  referred 
to  this  point  almost  as  fully  as  my  space  will  allow. 

The  following  audit  instructions  used  in  the  office  of  the 
late  Mr.  David  Chadwick,  F.C.A.,  though  regarded  as  a 
mere  indication  of  the  duties  of  an  uiditor,  cover  the 
ground  fairly  fully,  and  if  pr^iriit0Bfi;lVKfir^L^^f$L4^at 
the  commencement  of  each  audit,  the  auditor  need  hav 
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little  fear  of  any  ordinary  discrepancies  escaping  his 

notice : — 

(1)  In  commencing  a  new  audit  you  should  obtain  a 
list  of  all  the  books  kept,  and  of  all  persons  autho- 
rised to  receive  01  pay  money  and  order  goods. 

(2)  In  the  case  of  a  joint-stock  company  examine  the 
articles  and  board  minutes  respecting  the  receipt 
and  payment  of  money,  and  the  drawing  of  cheques, 

acceptances,  &c. 

(3)  Ascertain  and  take  note  of  the  general  system  upon 
which  the  books  are  constructed,  and  the  plan  of 
checking  the  correctness  of  the  accounts  paid,  and 
whether  exclusively  or  generally  by  cheques. 

(4)  Report  if  the  accounts  and  vouchers  are  submitted 
to  the  board  of  directors  by  an  account  committee 
or  otherwise,  and  whether  they  are  systematically 
checked  and  certified ;  and  note  any  discrepancies. 

(5)  Examine  all  the  items  in  the  Cash  Book  with  the 
Bank  Pass  Book  and  vouchers,  and  put  your  usual 
audit  initials  in  the  Pass  Book  and  to  every  item  in 
the  Cash  Book.  Ascertain  if  the  bankers'  Pass 
Book  is  frequently  entered  up  and  examined. 

(6)  Xote  any  unusual  or  extraordinaiy  payments  or 

receipts. 

(7)  In  regard  to  the  payments  for  Wages  and  Petty 
Cash,  note  any  unusual  items,  and  see  that  vouchers 
for  all  payments  are  kept  and  produced. 

(8)  Report  whether  a  rough  Cash  Book  is  kept  and 
whether  the  fair  Cash  Book  is  regularly  and  punctu- 
ally posted  and  balanced,  and  if  the  balance  is 
checked. 

(9)  Report  also  if  the  entries  in  the  fair  Cash  Book 
are  in  airear,  on  account  of  the  current  year ;  and, 
if  so,  to  what  extent  and  why. 

(10)  In  all  cases  where  branch  establishments  aie 
included  in  one  business,  you  will  be  careful  to 
examine  into  the  mode  of  bringing  the  returns  of 
work,  accounts,  and  expenses  to  the  head  office. 

(11)  Examine  all  the  Day  Books,  and  see  that  the  proper 
returns  of  purchases  and  sales  are  made  by  each 
department,  and  that  the  Bought  and  Sold  Books 
are  properly  entered  up ;  that  the  invoices  are  pro- 
perly checked  as  to  quantities  and  prices ;  obtain 
a  declaration  or  otherwise  satisfy  yourself  that  every 
liability  of  the  year  is  brought  into  account. 

(la)  The  postings  in  the  Personal  Ledgers  must  be 
checked  from  the  Bought  and  Sold  Day  Books  and 
the  Cash  Book,  and  also  from  the  Bill  Books  and 
Journal. 

^13)  The  postings  in  the  Nominal  or  Impersonal 
Ledgers  mast  be  checked  from  the  joDmalising  of 


the  Bought  and  Sold  Day  Books,  the  Bill  Books, 
the  Invoice  Books,  and  the  Cash  Books,  and  the 
mode  and  correctness  of  the  journalising  must  be 
carefully  proved. 

(14)  Examine  the  Bills  Receivable  and  Bills  Payable 
Books,  and  note  any  item  of  past  due,  renewed  or 
dishonoured  bills,  and  make  list  of  same  and  of  the 
securities,  if  any. 

(15)  Examine  the  entries  and  transfers  passed  through 
the  Journal  and  check  the  postings ;  and  although 
yuu  are  not  held  responsible  for  the  details  of 
classification,  it  is  desirable  yon  should  make  any 
suggestions  required  and  note  any  discrepancies, 
especially  in  relation  to  the  division  of  expenditure 
on  account  of  Capital  and  Profit  and  Loss  Accounts 
respectively. 

(16)  Examine  the  Share  Register,  and  see  that  the 
amounts  received  for  calls  agree  with  the  entries 
in  the  Bank  Pass  Books,  and  that  they  are  correctly 
posted  to  the  credit  of  the  req>ective  shareholders  in 
the  Share  Ledger ;  that  all  transfers  from  the 
transfer  deeds  are  duly  stamped  and  entered  in  the 
Register  of  Transfers;  and  also  that  the  amount 
of  the  subscribed  and  paid-up  capital  and  arrears 
corresponds  with  the  Balance  Sheet. 

(17)  Examine  the  register  of  all  mortgages  on  the  com- 
pany's property  and  all  debenture  bonds  issued,  and 
note  and  check  the  amount  of  capital  paid  in 
advance  of  calls,  and  of  the  receipts  and  payments 
in  respect  thereof  with  the  Bank  Pass  Book. 

(18)  In  the  accounts  of  stocktaking  see  that  all  Stock 
Sheets  and  returns  are  duly  signed  by  the  heads  of 
departments,  and  that  the  same  are  correctly 
carried  forward  to  the  General  Stock  Account ;  and 
ascertain  and  note  whether  goods  finished  or  in 
progress  are  taken  at  cost  price  or  otherwise ;  also 
report  whether  in  large  concerns  an  independent 
check  clerk  or  valuer  has  verified  the  stock  returns 
in  regard  to  prices  and  quantities. 

(19)  In  checking  the  Profit  and  Loss  Account  note 
whether  the  usual  and  proper  deductions  are  made 
for  wear  and  tear  and  depreciation,  and  for  recoup- 
ing of  capital  on  works  or  premises  held  on  short 
leases. 

(30)  Take  care  that  in  the  Balance  Sheet  no  additions 
are  made  to  expenditure  on  Capital  Account,  except 
such  as  are  duly  authorised  by  the  board  of 
directors,  and  note  the  distinction  between  new 
works  and  mere  replacements. 

(ai)  Ascertain  whetheiQ^|^^«^jdGO'@^fe 

securities  specified  in  the  agreement  Q  purchase 
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and  articles  of  association  have  been  duly  executed,  ' 
and  the  snms  paid  by  the  company  on  account  of 
purchase  have  been  duly  endorsed  thereon  or  other- 
wise acknowledged  to  the  satisfaction  of  the 
solicitors  or  board  of  directors ;  also  that  the 
existence  and  safe  custody  of  these  documents  has 
been  duly  certified ;  ascertain  by  application  to  the 
bankers  the  correctness  of  any  balances,  bills,  or 
securities  lodged  with  them. 

[at)  Ascertain  the  correctness  of  the  cash  balances,  bills, 
and  other  securities  in  hand,  and  take  note  of  every 
exceptional  transaction. 

At  the  risk  of  being  guilty  of  repetition  I  would 
emphasise  the  importance  of  thoroughly  mastering  the 
system  in  force  before  commencing  an  audit — of  a  careful 
coasideration  of  the  uses  and  possible  abuses  of  which 
each  book  is  capable,  with  a  view  of  concentrating  one's 
best  efforts  oa  the  weak  points  in  the  arrangements  where 
the  exercise  of  fraud  is  made  possible — and  would  suggest 
an  Impropriate  motto  to  be  kept  steadily  before  the  auditor, 
Where  is  fraud  most  likely  to  creep  in  ? 

In  coociusion,  I  will  only  add  that  although  an  auditor 
may  find  fraud  concealed  under  any  item  in  the  books, 
generally  speaking,  it  can  only  be  covered  by  the  commis- 
sion of  a  technical  error  or  of  an  error  of  principle.  It 
is  well  to  bear  in  mind  that  the  unexpected  frequently 
happens,  and  the  bookkeepers  whose  integrity  appears  to 
be  above  suspicion  are  often  those  who  -  carry  on  their 
malpractices  most  successfully.  It  behoves  us,  therefore, 
to  be  ever  alert  for  the  wiles  of  the  dishonest,  and  work 
assiduously  in  the  search  for  fraud,  and  by  the  exercise 
of  thoroDgfaneas  in  everything  we  undertake  to  minimise 
the  risk  of  being  deceived  by  the  clever  rogue  who 
masquerades  in  the  guise  of  a  faithful  servant,  and  with 
the  aid  of  that  tact  which  is  characteristic  of  almost  every 
successful  business  man,  this  should  be  easily  accom- 
plished without  unpleasantness. 


JL\K  JEltect  upon  ^ttle  of  an  Hct  of 
SanHruptci?. 


(From  Tkt  Solicitor^  Journal.) 
The  judgment  of  the  Court  of  Appeal  (Vaughan 
Williams,  Romer,  and  Moulton,  L.JJ.)  in  Ponsford,  Baker 
c*  Ce.  Vt  Union  of  Tendon  and  Smith's  Bank,  Lim.  [Times, 
14th  inst.),  farther  illustrates  the  subject  of  the  relation 
back  of  the  trustee's  title  in  bankruptcy,  which  we  dis- 
cussed last  week  in  connection  with  the  decision  in  Davis 
».  Pdrie.  The  plaintiffs,  Messrs.  Ponsford,  Baker  &  Co., 
irtio  were  stockbrokers,  had  a  current  account  and  also  a 
tosQ  Aoconnt  with  the  defendant  bank.  The  limit  of  the 


I  authorised  loan  appears  to  have  been  ;^io,5oo,  and 
securities  were  deposited  with  the  bank  to  secure  this 
amount.  In  April  last  the  firm  were  declared  defaulters 
on  the  Stock  Exchange  and  they  made  an  assignment  of  all 
their  assets  to  the  Ofiicial  Assignee  for  the  benefit  of  their 
creditors.  At  that  time  they  had  about  £1,000  at  the  bank 
on  current  account,  and  the  loan,  which  had  been  reduced 
by  the  realisation  of  securities,  stood  at  ^^3,678.  The  firm 
and  the  Official  Assignee  considered  that  it  would  be  for 
the  benefit  of  the  estate  if  the  remaining  securities  were 
redeemed,  and  they  tendered  to  the  bank  the  amount  due 
and  called  for  delivery  of  the  securities.  The  bank,  how- 
ever, objected  that  the  assignment  to  the  Official  Assignee 
was  an  act  of  bankruptcy,  and  that  they  could  not  safely 
hand  over  any  of  the  firm's  property  until  three  months  had 
elapsed  without  bankruptcy  proceedings  being  com- 
menced ;  while  if  a  petition  was  presented  within  that  time, 
and  bankruptcy  resulted,  the  trustee's  title  would  relate 
back  to  the  date  of  the  assignment,  and  any  dealings  with 
the  property  would  be  void.  The  protection  afforded  by 
Section  49  of  the  Bankruptcy  Act,  1883,  would  not  apply, 
because  that  depends  upon  absence  of  notice  of  an  avail- 
able act  of  bankruptcy,  and  here  the  bank  had  such  notice, 
and  made  it  the  ground  for  refusing  to  deliver  up  the 
securities.  The  firm  and  the  Official  Assignee  conse- 
quently commenced  an  action  against  the  bank  to  compel 
delivery  of  the  securities,  and  their  right  was  recc^ised 
by  Buckley,  J.,  who  made  an  order  that,  upon  payment  to 
the  bank  of  the  amount  agreed  to  be  due,  less  the  amount 
due  to  the  firm  on  their  current  account,  the  securities 
should  be  delivered  up  to  the  plaintiffs. 

Primd  facie,  the  objection  of  the  bank  to  deliver  up  the 
securities  was  well  grounded,  and  apparently  the  decision 
of  Buckley,  J.,  would  have  been  different  but  for  the 
authority  of  Wright,  J.,  in  Re  Lawford  &•  Lawrence  (50 
W.R.  592 ;  1902,  2  K.B.  445).  There  the  debtors  had,  in 
September  1900,  pledged  certain  chattels.  On  the  6th  of 
October  they  committed  an  act  of  bankruptcy  by  sufEering 
their  goods  to  be  sold  under  an  execution.  Of  this  the 
pledgee  had  notice,  but,  acting  upon  the  written  authority 
of  the  debtors,  he  allowed  a  purchaser  of  the  pledged 
chattels  to  redeem  them  and  he  delivered  them  to  such  pur- 
chaser. A  bankruptcy  petition  was  presented  on  the  38th 
of  November,  and  was  followed  by  a  receiving  order  and 
adjudication,  and  the  trustee  in  bankruptcy,  whose  title 
related  back  to  the  6th  of  October,  claimed  from  the 
pledgee  delivery  of  the  chattels  or  payment  of  their  value. 
Wright,  J.,  however,  held  that,  although  the  title  of  the 
trustee  undoubtedly  related  back,  yet  the  trustee  took  that 
title  subject  to  the  contract  by  the  pledgee  to  re-deliver 
the  chattels  upon  redemption.  It  would,  he  said,  have 
been  an  illegality,  and  a  wrong  to  the  bankrupt|^and, 
indirectly,  to  the  trustee  claiming  their  rights,  if  the 
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pledgee  had  not  returned  the  chattels  according  to  his 
obligation.  He  was  compellable  to  give  up  his  security, 
and  he  coold  have  been  sued  instantly.  In  the  present 
case  it  was  said  in  the  Court  of  Appeal  that  Buckley,  J., 
was  bound  by  this  decision.  "  The  decision  in  Re  Lawford 
&•  Lawrenet,"  said  Moultoa,  L.J.,  "was,  of  coarse,  binding 
"on  Mr.  Justice  Buckley,  and  warranted  and,  indeed,  com- 
"pelled  him  to  decide  the  present  case  in  the  way  that  he 
"did  decide  it."  This  statement  must  have  been  due  to  a 
slip.  It  is,  we  believe,  well  understood  that  no  Judge  of 
first  instance  is  bound  by  the  decision  of  a  Judge  of  co- 
ordinate jurisdiction,  although  he  of  course  treats  it  with 
deference.  But  however  this  may  be,  Buckley,  J.,  did  in 
fact  follow  the  decision  in  He  Lawford  &•  Lawrence,  and 
held,  as  already  stated,  that  Messrs.  Ponsford,  Baker  &  Co. 
and  the  Official  Assignee  were  entitled  to  redeem  the 
securities  held  by  the  bank  notwithstanding  the  commis- 
sion of  the  act  of  bankruptcy,  and  that  the  bank  were 
bound  to  deliver  up  the  securities. 

The  obvious  weakoesa  in  the  reasoning  in  St  Lawford  A* 
Lawrence  ia  that,  while  the  pledgee  is  undoubtedly  bound 
to  re-deliver  the  goods  upon  redemption,  yet  the  person 
who  comes  to  claim  delivery  must  show  that  he  is  entitled 
to  the  goods,  and  such  a  title  the  owner  who  has  committed 
an  act  of  bankruptcy  cannot  show  until  three  months  have 
gone  by  without  a  petition  beii^  presented.  The  act  of 
bankruptcy  converts  his  title  from  an  absolute  title  to  a 
contingent  one,  and  until  it  has  been  determined  how  the 
contingency  will  turn  out,  the  owner  cannot  insist  on 
receiving  the  goods  as  though  he  were  still  absolutely 
entitled.  The  point  that  he  is  entitled  to  sue  immediately 
was  taken  in  Davis  v.  Petrie  {supra),  and  was  relied  on  as 
showing  that  a  payment  to  the  trustee  under  a  deed  of 
assignment  was  good  against  the  trustee  in  bankruptcy. 
Tt  was  suggested  by  the  Court,  however,  that  the  defect 
in  the  title  of  the  assignor,  and  consequently  of  the  trustee 
of  the  deed  of  assignment,  would  have  been  a  defence  to 
the  action,  though,  inasmuch  as  no  action  had  been  in 
fact  brought,  it  was  not  necessary  to  consider  the  effect  of 
allowing  such  a  defence. 

In  the  present  case  the  Court  of  Appeal  have  dealt  fully 
with  the  alleged  right  of  a  person  who  has  committed  an 
act  of  bankruptcy  to  sue  for  money  or  goods  due  to  him, 
and  have  arrived  at  the  conclusion  that  the  contingency 
introduced  by  the  commission  of  the  act  of  bankruptcy  does 
not  afford  a  defence  to  the  action,  though  it  prevents  the 
plaintiil  from  reaping  at  once  the  fruits  of  action. 
Formerly,  indeed,  when  there  was  no  definite  limit  upon 
the  time  during  which  the  title  of  the  assignees  in  bank- 
ruptcy would  relate  back,  it  was  held  that,  while  voluntary 
payments  were  not  protected,  yet  payments  enforced  by 
coercion  of  law  were  valid  against  the  assignees  in  case  a 
commission  in  bankruptcy  was  afterwards  taken  out  "An 


act  of  bankruptcy,"  said  Ashhurst,  J.,  in  Foster  v.  Allansen 
(1  T.R.  479),  "cannot  overreach  a  judgment  recovered." 
But  the  Court  of  Appeal  now  point  out  that  the  introduc- 
tion of  a  definite  limit  of  three  months,  during  which  the 
act  of  bankruptcy  suspends  the  debtor's  title,  makes  it 
unnecessary  to  allow  exceptional  validity  to  a  payment 
made  to  the  debtor  under  compulsion  of  law.  Under  the 
old  bankruptcy  law,  to  refuse  him  liberty  to  sue  and  to 
enforce  a  judgment  would  have  involved  a  perpetual 
suspension  of  his  rights;  under  the  present  law  the 
suspension  cannot  last  more  than  three  months. 

But  though  during  these  three  months  the  debtor  is  pre- 
vented from  asserting  his  claim  to  receive  property,  yet  his 
Jisability  is  the  result  of  statutory  provisions  enacted  for 
the  benefit  of  his  creditors,  and  not  for  the  benefit  of  his 
debtors.  "They  are  not,"  said  Moulton,  L.J.,  "intended 
■*in  any  way  to  weaken  or  postpone  the  duties  of  the 

debtors  of  the  estate  to  discharge  these  obligations  to  it, 
"nor  is  the  period  of  three  months  from  the  act  of  bank- 
"ruptcy  intended  to  act  in  any  wise  as  a  moratorium  to 
'those  debtors  so  as  to  give  them  relief  or  respite  from 
■*  payments  immediately  due."  The  debtor,  however,  is  the 
only  person  who  can  sue  for  the  debts,  and  it  is  necessary 
to  reconcile  his  right  to  sue  and  to  obtain  judgment,  and 
the  corresponding  liability  of  his  debtor  to  have  the  judg- 
ment enforced  against  him,  with  the  policy  of  the  bank- 
ruptcy laws  which  requires  that  the  fruits  of  the  judgment 
shall  be  preserved  for  the  benefit  of  the  plaintiff's  own 
creditors  should  bankruptcy  follow.  The  Court  of  Appeal 
propose  to  do  this  by  introducing  a  new  practice.  "The 
''safe  and,  in  our  opinion,  the  right  course  for  the  Court 
"  to  pursue  after  notice  of  an  act  of  bankruptcy  on  the  part 
'  of  the  plaintiff  is  to  direct  the  money  recovered  from  the 
''defendant  to  be  kept  in  Court  nntil  it  shall  be  seen 
"  whether  the  person  who  is  entitled  to  it  is  the  plaintiff  or 

the  representative  of  his  estate." 

But  such  a  rule,  while  it  covers  the  case  of  a  debt  due 
to  the  plaintiff,  does  not  strictly  apply  wiiera  the  plaintiffs 
claim  is  to  redeem  securities.  There  is  now  not  only  tbe 
difficulty  that  he  is  not  entitled  to  take  delivery  of  the 
securities,  but  also  the  difficulty  that  he  is  not  entitled  to 
make  the  payment  required  for  redemption.  "In  our 
opinion,"  said  Moulton,  L.J.,  "the  learned  Judge  *' — that 
is,  Wright,  J.,  in  Re  Lawford  &*  Lawrence  {supra) — "failed 
"to  realise  that  by  the  act  of  bankruptcy  the  pledgor  dis- 
"qualified  himself  from  making  a  tender  to  bis  pledgee, 
"  and  that,  therefore,  it  was  not  open  to  the  latter  to  accept 
"  the  money."  But  this,  it  is  now  held,  does  not  prevent 
the  intervention  of  the  Court  to  prevent  any  inconvenience 
from  arising  through  the  temporary  suspension  of  the 
pledgor's  title.  There  may,  as  in  the  present  case,  be  an 
assignee  who  is  not  inc^ac^i^i^  f^^^^^^pS  foments, 
and  the  Court  may  direct  the  pledgee  to  dtf^er  up  the 
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secoritiea  on  payment  by  the  assignee  of  the  amount  due, 
such  secuiitifls  to  be  held  by  him  until  it  is  decided 
whether  bankruptcy  will  follow  or  not.  If  bankruptcy 
follows,  the  Court  will,  upon  equitable  piinciples,  relegate 
the  assignee  to  the  position  of  the  secured  creditor,  and  the 
trustee  in  bankruptcy  will  only  be  permitted  to  get  the 
securities  upon  payment  of  the  sum  which  the  assignee  has 
expended  in  redeeming  them.  And  even  where  therie  is  no 
assignee  the  Court  might,  in  exceptional  circumstances, 
to  save  iajnry  to  the  bankrupt's  estate,  sanction  payment 
by  the  bankrupt  himself.  The  form  which  such  an  appli- 
catioa  would  take  does  not  appear  to  have  been  suggested, 
and  there  might  be  some  little  difficulty  in  practice  in 
working  out  the  principles  which  have  thus  been  laid 
dnwn  ;  but  the  elaborate  and  careful  judgment  of  the  Court 
of  Appeal  is  obviously  intended  to  provide  a  remedy  for 
all  cases  where  the  suspension  of  the  title  of  a  debtor  owing 
to  an  act  of  bankruptcy  is  likely  to  canse  loss  to  his  estate. 


personal. 


Messrs.  Sharp,  Parsoms  &  Co.,  Chartered  Accountants, 
120  Colmore  Row,  Btrmingham,  have  admitted  Mr. 
Hasold  Abthor  Sharp,  Associate  of  the  Institute  of 
Chartered  Accountants,  into  partnership.  The  name  and 
style  of  the  firm  will  continue  as  before. 

Messrs.  David  Sibbald&Co.,  Chartered  Accountants, 
have  removed  from  23  St.  James's  Street,  Derby,  to  Smiths 
Bank  Chambers,  Market  Place,  Derby. 


failures  anD  Stlls  of  Sale  in  £nolan& 
and  Males. 


According  to  Kemp's  Mtreantile  Gaziltt,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  August  17th,  was  148.  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  GaMtlte, 
yO;  Deeds  of  Arrangement  registered,  72.  The  respective 
immber^  in  the  corresponding  week  of  last  year  were ; 
Bankruptcies,  84;  Deeds  of  Arrangement,  70— total,  154; 
bong  a  decrease  of  p.  The  total  number  of  commercial 
failures  recorded  during  the  33  weeks  of  the  present  year  is 
5.365;  the  total  number  recorded  in  the  corresponding  33 
weeks  of  last  year  was  5.736,  showing  a  decrease  of  371. 

The  number  of  Bills  of  Sale,  including  Re-r^strationa, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
August  i7tb,  was  127.  The  number  in  thecorresponding  week 
of  last  year  was  118,  showing  an  increase  of  g.  The  total 
Bomber  filed  during  the  33  weeks  of  the  presmt  year  is 


4,894 ;  the  total  number  filed  in  the  corresponding  33  weeks 
of  last  year  was  5,376,  showing  a  decrea&e  of  482. 


DebMiturea. 


The  Mortgages  and  Charges  restored  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
Friday,  August  17th,  amounted  to  /i, 174.653,  by  way 
of  addition  to  £y,2i6,sx>,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ^2,463,070,  showing  a  decrease  of 
^1,288,417.  The  total  amount  registered  during  the  33 
weeks  of  the  present  year  was  /55.i47,493  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
ccHnpared  with  ^^52,086,246  for  the  corresponding  33  weeks 
in  1905,  showing  an  increase  of  j^3,o6i,247. 


The  ProfesAion  in  Scotland. 


nw  TnuuCn  9i  Gouolf. 


At  a  monthly  meeting  of  the  directors  of  Glasgow 
Chamber  of  Commerce,  the  President  (Mr.  Heniy  Brock) 
in  the  chair,  the  Chairman  explained  that  a  communication 
had  been  received  from  Mr.  J.  D.  Hedderwick  on  the 
transfer  of  Consols,  and  that  relative  thereto  Mr.  Arthur 
Hart  would  submit  the  following  motion:  — 

"The  directors  of  the  Chamber,  being  of  opinion 
that  the  present  system  of  transfer  of  Government 
Consols  is  needlessly  cumbrous,  in  so  far  as  it  requires 
either  (a)  the  personal  attendance  of  the  transferor  at 
the  head  office  in  London  of  the  Bank  of  England,  or 
(b)  the  execution  and  presentation  at  the  Bank  of  a 
stamped  power  of  attorney  by  the  transferor,  resolve 
to  memorialise  his  Majesty's  Government  urging  that 
steps  be  taken  to  legalise  the  transfer  of  Consols  by  the 
adoption  of  the  method  of  transfer  and  issue  of  certifi- 
cates, common  to  public  companies  generally — a 
method  which  by  securing  for  the  public  greater  sim- 
plicity would  popularise  investment  in  the  national 
funds,  and  need  not  necessarily  be  attended  with  loss 
of  revenue  to  the  Exchequer,  and  that  the  matter  be 
remitted  to  the  Committee  of  Directors  on  Home 
Affairs,  with  power  to  memorialise  to  the  above 
effect." 

Mr.  Hart  proposed  the  motion.  After  expressing  regret 
at  the  absence  of  Mr.  Hedderwick,  who,  he  said,  attached 
very  great  importance  to  the  matter,  he  ^^'^^^^^^^ 
the  present  system  of  transfer^ng^'lba^TOls  was  ^vexy 
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antiquated  one.  Parties  selling  or  buying  must  attend  at 
the  Bank  of  England,  and  it  was  perfectly  obvious  that 
that  was  quite  beyond  the  power  of  parties  residing  in  the 
provinces.  Those  interested  in  this  matter  had  approached 
the  Chancellor  of  the  Exchequer  and  others.  The  Bank  of 
England  was  quite  sympathetic,  but  when  they  went  to  the 
Treasury  they  were  met  with  the  usual  difhculty,  that  they 
did  not  see  how  any  alteration  could  be  made.  Those 
interested  in  this  much  needed  reform  thous^t  it 
would  be  desirable  that  Consols  should  be  far  more 
widely  distributed  in  the  country  than  at  present. 
Consols  were  not  what  would  be  called  a  popular 
investment.  That  was  probably  due  very  much  to 
the  difficulty  in  transferring.  At  present  the  charge  for 
transferring  Consols  was  not  dear.  It  was,  therefore,  not 
a  question  of  expense.  To  transfer  ^^loo  Consols  cost  £4. 
For  all  sums  over  £100  the  charge  was  the  same — 
namely,  its.  6d.  The  Treasury  seemed  to  be  afraid  that 
there  would  be  loss  of  revenue  by  what  was  proposed. 
Those  who  desired  the  change  thought  there  should  be 
something  in  the  nature  of  a  registration  charge.  He 
thoi^ht  it  would  be  only  according  to  common  sense  that 
the  man  who  was  transferring  £s°°  should  not  pay  as 
much  as  the  man  who  was  transferring  ;^i,ooo,ooo — that 
was  to  say,  there  should  be  some  graduated  charge.  As 
to  the  issuing  of  certificates,  the  Bank  of  England  issued 
a  scrap  of  paper  which  the  public  had  come  to  believe 
was  equivalent  to  a  certificate,  but  it  had  no  negotiable 
value.  What  they  wanted  was  to  establish  a  Registration 
Department  the  same  as  any  public  company,  and  to  issue 
certificates  under  certain  authority,  which  would  be  a 
declaration  that  there  was  a  bond  fde  holding  of  Consols. 
Mr.  Jacks,  LL.D.,  seconded. 

After  conversation  it  was  unanimously  agreed,  on  the 
suggestion  of  Mr.  John  A.  Spens,  that  the  remit  should  be 
with  instructions  and  power. 
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who  are  accustomed  to  take  occasional  trips  down  the  Thames 

to  Margate.  Clactou,  and  other  places,  will  do  well  to  vary  tbdr 
excursions  by  a  visit  to  Heme  Bay.  A  Belle  steamer  has  been 
placed  on  the  service,  leaving  Fresh  Wharf,  London  Bridge,  at 
9.5  Mondays  and  Thursdays,  and  9.13  Sundays.  The  tan  is  a 
popular  one,  and  the  trip  will,  no  doubt,  be  greatly  appreciated 
by  flKMS  who  do  not  care  to  travel  with  the  crowds  on  the  more 
well-known  trips. 
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Company  Law  Amendment. — IV. 


/^N  the  subject  of  floating  charges  the  Com- 
^  pany  Law  Amendment  Committee  is  not 
unanimous.  Three  of  the  members — Mr.  Frank 
Gore-Browne,  K.C.,  Lord  Faber,  and  Sir 
William  H.  Holland,  M.P. — considered  that 
a  company  should  have  no  greater  facility  for 
borrowing  than  an  individual,  and  ought,  there- 
fore, to  be  incapable  of  charging  after-acquired 
chattels,  or  future  book  debts,  or  other  property 
not  in  existence  at  the  time  of  the  creation  of 
the  charge.  The  majority,  however,  take  the 
view  that  it  would  be  sufficient  to  meet  admitted 
abuses,  if  the  law  were  amended  by  providing 
that  a  floating  charge  given  within  three 
months  before  the  commencement  of  the  wind- 
ing-up  of  a  company  should  be  invalid,  except 
to  the  extent  of  the  cash  actually  advant^  at, 
or  subsequent  to,  the  creation  of  the  charge, 
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together  with  interest  at  a  rate  not  exceeding 
5  per  cent,  per  annum,  unless  it  were  proved  that 
the  company  was  solvent  at  the  time  the  charge 
was  created.  At  first  glance  this  seems  a  most 
reasonable  provision,  which,  if  erring  upon  the 
side  of  undue  conservatism,  would  suffice  to 
meet  the  most  serious  abuses  in  connection  with 
floating  charges.  A  little  reflection,  however, 
seems  to  rather  suggest  that  the  proposed 
amendment  would  in  point  of  fact  amount  to 
somewhat  less  than  nothing  at  all.  It  would 
not  perhaps  be  matter  for  surprise  if  the  average 
business  man  should  have  entirely  forgotten  the 
fact  that  Section  164  of  the  Companies  Act, 
1862,  relating  to  fraudulent  preferences,  still 
remains  on  the  statute  book  ;  but,  for  all  that, 
an  undue  preference  within  three  months  from 
the  winding-up  of  the  company  is  as  invalid  as 
one  within  three  months  from  the  date  of  a 
receiving  order.  It  was  only  a  short  time 
since  that  Mr.  Justice  Buckley  decided  in  In  re 
Jackson  S"  Bassford,  Lim.,  that  debentures  issued 
by  an  insolvent  one-man  company  to  its  so- 
called  permanent  director  within  a  fortnight  or 
so  of  the  company  going  into  voluntary  liquida- 
tion were  invalid,  notwithstanding  the  fact  that 
those  debentures  were  then  issued  in  pursuance 
of  an  agreement  entered  into  at  a  considerably 
earlier  date.  The  existing  statutory  powers  as 
to  fraudulent  preferences  are,  it  seems  to  us, 
quite  sufficient  to  meet  all  reasonable  require- 
ments coming  under  that  heading ;  but, 
curiously  enough,  not  only  company  directors, 
but  also  their  advisers,  and  even  the  Courts, 
sometimes  appear  to  unaccountably  forget  the 
existence  of  statutory  provisions  until  some 
special  instance  of  their  infraction  arises  which 
practically  compels  remembrance. 

With  regard  to  private  companies,  again, 
the    Committee    is    not    unanimous.  Mr. 


L.  WoRTHiNGTON  EvANS  holds  that  a  com- 
pany formed  by  two  or  three  persons  is  less 
objectionable  in  principle  than  a  company 
formed  by  the  same  persons  with  the  aid  of  a 
few  dummies — a  view  which  is  surely  unexcep- 
tionable, and  at  once  acquires  a  practical 
importance  when  it  is  pointed  out  that  the 
practice    of    insisting    upon    dummies,  or 
nominees,  to  make  up  the  magical  number  of 
seven  teaches  those  forming  family  companies 
at  the  outset  that  they  can  get  round  the 
requirements  of  the  law.     This   breeds  a 
contempt  for  the  law  which  is  apt  to  lead  to 
more  serious  breaches  at  a  later  stage.  From 
the  point  of  view  of  ordinary  business  common 
sense  there  is  undoubtedly  much  to  be  said  in 
&vour  of  the  view  that,  inasmuch  as  a  one-man 
company  is  a  clear  and  transparent  evasion  of 
the  Companies  Acts,  it  is  hardly  surprising 
that  the  one  man  constituting  it  should  be 
tempted  from  time  to  time,  as  occasion  arises, 
to  see  whether  there  are  not  other  evasions 
which  can  be  undertaken    with  an  equal 
measure  of  success. 

An  interesting  feature  of  the  majority  report 
is  the  attempted  definition  of  a  private  com- 
pany, which,  so  far  as  we  recollect,  is  now  so 
made  for  the  first  time.  It  is  suggested  that  a 
private  company  should  be  one  consisting  of 
not  more  than  thirty  members,  and  by  its 
regulations  restricting  the  right  of  transfer  of 
shares,  and  prohibiting  (a)  the  increase  of  the 
number  of  its  members  to  more  than  thirty, 
and  (b)  any  invitation  to  the  public  to  subscribe 
for  any  shares,  debentures,  or  debenture  stock 
of  the  company.  Whether  this  definition 
would  be  found  adequate  in  practice  may  well 
be  doubted,  but  it  certainly  starts  in  the 
right  direction.  We  wouW 
qualifications,  that  no  pnvate  comps^  should 
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be  limited  by  guarantee,  that  its  shares  should 
be  of  a  minimum  denomination  of  (say)  £25,  or 
even  3^50,  and  that  the  word  *'  Private  "  be  in 
all  cases  added  as  part  of  the  company's  title, 
either  before  or  after  the  word"  Limited." 
So  long  as  a  so-called  private  company  can 
be  readily  distinguished  from  a  public  one, 
there  may  be  no  particular  objection  to 
providing  it  with  special  facilities,  as,  for 
instance,  exemption  from  the  requirement 
of  fihng  annual  Balance  Sheets;  but  unless 
such  a  distinction  can  be  readily  and 
accurately  observed  in  the  course  of  every- 
day business,  the  differentiation  would,  we 
think,  be  attended  with  considerable  danger. 
Moreover,  it  should  be  borne  in  mind  that  the 
privilege  of  limited  liability  is  well  worth  pay- 
ii^  for,  in  the  case  of  a  family  company,  by  the 
founder  of  a  business  who  is  desirous  of  retiring 
(or  virtually  retiring)  without  on  that  account 
making  any  very  serious  sacrifice  in  the  amount 
of  his  income ;  while  the  suggestion  comprised 
in  paragraph  49,  that  the  stamp  duty  on  a 
transfer  to  a  private  company  should  be 
waived,  is,  we  think,  entirely  uncalled  for,  see- 
ing that  a  company,  once  formed,  has  perpetual 
succession,  whereas  with  individuals  a  fresh 
conveyance  is,  of  course,  necessary  with  each 
life. 

Under  the  general  heading  of  "  Minor 
amendments"  some  very  useful  suggestions 
are  forthcoming.  It  would  take  too  much 
time  to  refer  to  all  of  these  in  detail,  and,  inas- 
much as  they  are  practically  all  non-contentious, 
such  a  treatment  would  appear  to  be  unneces- 
sary. We  may  mention,  however,  in  par- 
ticular that  in  one  or  two  respects  it  is 
suggested  that  the  Companies  Acts  should  be 
assimilated  to  the  principles  governing  the 
parliamentary    companies,    a  circumstance 


which,  while  entirely  commendable  in  itself, 
makes  the  inadequate  consideration  of  the 
important  subject  of  audit  all  the  more  remark- 
able. It  is  suggested,  for  instance,  that  in 
suitable  cases  statutory  power  should  be 
granted  to  companies  to  pay  interest  on  share 
capital  during  construction,  and  that  the  issue 
of  perpetual  debentures,  or  debenture  stock, 
should  be  rendered  possible.  The  suggestion 
that  the  rule  which  formed  the  basis  of  the 
decision  in  Samuel  v.  Jarrah  &  Co.  is  entirely 
out  of  date  can,  we  think,  hardly  be  regarded 
as  coming  under  the  heading  of  non-conten- 
tious ;  but  few  will  be  disposed  to  find  fault 
with  the  suggestion  that  a  company  should  be 
at  liberty  to  reissue  debentures  which  have 
been  paid  off,  although  doubtless  the  practice 
would  tend  to  reduce  the  receipts  of  the  Inland 
Revenue  Department. 


The  Liability  of  Directors. 


TN  discussing  the  causes  of  the  general  disuse 
of  the  company  prospectus  during  recent 
years,  we  are  inclined  to  think  that  too  little 
cognisance  has  been  taken  of  the  enormous 
risks  incurred  by  directors,  both  under  the 
Directors'  Liability  Act,  1890,  and  the  more 
recent  Companies  Act  of  ten  years  later. 
These  Acts  make  a  director  liable  in  damages 
to  any  allottee  of  shares  in  a  company  who 
has  applied  on  the  faith  of  a  prospectus  which 
is  afterwards  held  to  have  been  inaccurate  in 
any  material  particular.  It  is  quite  immaterial 
whether  the  inaccuracy  is,  or  is  not,  due  to 
any  oversight  on  the  part  of  the  director,  for 
the  purpose  of  determining  his  liability  :^n^, 

,         ^    ,  Uigitizeriby  VjUCJ^AIL 

when  the  liability  of  one  director  Tia«»een 
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established,  he  can  apparently  obtain  a  contri- 
bution from  all  his  co-directors,  even  although 
the  mistake — so  far  as  it  is  due  to  any  fault  at 
all — may  be  due  to  his  fault  alone. 

It  is,  of  course,  obvious  that,  if  prospectuses 
are  to  serve  any  purpose  more  useful  than  that 
of  securing  applications  for  capital  from  the 
unwary  or  unduly  speculative,  those  responsible 
for  their  issue  must  regard  their  responsibility 
seriously,  and  accept  the  consequences  of  any 
loss  that  may  arise  through  the  inaccuracy  of 
the  document  which  they  themselves  have 
put  forward.  It  would  be  well,  however,  to 
keep  this  liability  so  far  as  possible  within 
reasonable  and  businesslike  lines,  and  until 
this  can  be  done  it  seems  idle  to  bemoan  the 
"  passing  *'  of  the  prospectus,  which  the 
Legislature  itself  has  done  its  best  to  kill. 

As  an  instance  of  the  unreasonable  liabilities 
to  which  we  refer,  we  may  mention  a  case  in 
which  the  directors  of  a  company  disclosed 
two  contracts,  under  the  impression  that  those 
alone  were  material ;  but  omitted  to  disclose  a 
third,  which  the  Court  subsequently  held  to 
come  under  that  same  heading.  The  result  of 
this  omission  was,  not  one  action,  but  no  less 
than  122  actions  for  rescission — a  form  of 
procedure  which  certainly  cannot  be  regarded 
as  necessary  to  protect  the  bond  Jide  interests 
of  the  claimants  in  question.  It  surely  ought 
not  to  be  impossible  for  practical  lawyers  to 
devise  some  scheme  under  which  plaintiffs 
whose  cases  are  for  all  practical  purposes  the 
same  should  be  compelled  to  consolidate. 
This  would  materially  reduce  the  costs  that 
the  unsuccessful  litigant  will  be  called  upon  to 
pay,  while  at  the  same  time  expediting  the 
administration  of  justice,  not  merely  so  far  as 
this  particular  series  of  actions  may  be  con- 
cerned, but  also  in  connection  with  all  other 


actions,  the  hearing  of  which  may  have  to  be 
postponed  while  the  Court  tries  the  same  case 
one  hundred  and  twenty-two  times  over. 

We  do  not,  of  course,  suggest  that  any 
ordinary  defendant,  having  lost  a  case,  would 
be  likely  to  have  the  hardihood  to  go  on 
defending  a  series  of  other  practically  identical 
cases.  But  we  do  suggest  that  a  considerable 
amount  of  costs  in  an  action  are  necessarily 
incurred  before  it  comes  into  Court,  and  these 
ought  to  be  capable  of  consolidation.  We  are 
aware,  of  course,  that  this  would  mean  a  loss 
of  income  to  the  legal  profession ;  but,  bearing 
in  mind  that  there  is  a  section  of  the  legal 
profession  which  appears  to  make  it  its  chief 
occupation  to  encourage  impecunious  share- 
holders to  attack  directors  under  conditions 
which  are  frequently  but  inadequately  explained 
in  advance,  we  should  not  regard  it  as  an 
unmixed  calamity  if  something  could  be  done 
to  discourage  this  form  of  "litigation  by 
solicitation"  in  the  future. 


The  Inquiry  as  to  the  Form  of  Accounts  for 
Local  Authorities.— II. 

CONTINUING  our  comments  upon  the 
basis  and  form  of  the  accounts  of  local 
authorities,  the  memorandum  next  proceeds  to 
deal  with  the  important  subject  of  Depreciation, 
which,  vital  as  it  is  in  connection  with  the 
accounts  of  all  business  undertakings,  seems  to 
possess  a  special  significance  in  connection 
with  the  accounts  of  local  authorities,  in  that 
its  alleged  improper  treatment  has  formed  the 
basis  of  much  (if  not  most)  of  the  hostile 
criticism  which  has  so  far  been  levelled  against 
these  institutions.  It  is,  perhaps,  a  little 
doubtful  whether  ^e,  of 
Depreciation  comes  within  the  sco^  of  the 
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Committee's  inquiry,  which  was  to  inquire  and 
report  with  regard  to  the  systems  of  accounting 
at  present  in  use,  the  system  on  which  the 
accounts  of  the  various  classes  of  local  authori- 
ties should  be  keptj  and  the  regulations  which 
should  be  made  on  the  subject,  regard  being 
had  to  the  necessity  for  showing  accurately 
the  amounts  raised  by  local  taxation  and  the 
purposes  for  which  they  are  expended.  There 
can  be  little  doubt,  however,  that  no  adequate 
inquiry  into  the  system  on  which  the  accounts 
of  the  various  classes  of  local  authorities  should 
be  kept  could  be  made  without  going  fully  into 
this  important  subject  of  Depreciation,  inas- 
much as  upon  its  treatment,  perhaps  more 
than  upon  any  other  one  point,  depends  the 
question  as  to  whether  or  not  the  accounts 
show,  so  ^  as  may  be  possible,  the  true 
position  of  afbirs.  Upon  this  point  the  memo- 
randum is  especially  valuable,  in  that  it  deals 
with  the  matter  from  an  entirely  novel  poiot 
of  view. 

By  way  of  preliminary  it  is  pointed  out 
that  if  when  application  was  made  for  borrow- 
ing powers  a  local  authority  was  required  to 
obtain  a  separate  sanction  in  respect  of  each 
separate  item  of  expenditure,  and  the  loan 
period  of  each  sanction  was  fixed  according 
to  the  estimated  life  of  the  asset  to  be  acquired, 
as  nearly  as  the  same  could  be  determined, 
then  the  statutory  Sinking  Fund  instalments 
would  correspond  exactly  with  the  proper 
depreciation  charge,  and  thus  the  Revenue 
Account  of  trading  departments,  if  charged 
with  such  Sinking  Fund  instalments,  would 
show  the  true  profit  on  such  trading.  Owing, 
however,  to  the  system  of  granting  loans  for 
an  equated  period,  there  is  in  point  of  fact 
DO  such  correspondence  between  the  loan 
period  and  the  life  of  each  separate  asset, 


and  in  many  cases  it  cannot  even  be  said  that 
the  loan  period  represents  even  the  average 
life  of  the  assets  proposed  to  be  acquired. 
Where  the  loan  period  is  shorter  than  the  life 
of  the  asset,  the  charging  of  Sinking  Fund 
instalments  against  Revenue  has  the  effect  of 
understating  the  true  profits;  where,  on  the 
other  hand,  the  loan  period  is  longer  than 
the  estimated  life  of  the  asset,  the  converse 
position  obtains.  It  is  impossible  for  anyone 
looking  at  the  published  accounts  of  a  local 
authority  to  form  any  reliable  idea  of  the  true 
position  of  affairs,  because  the  necessary 
information  is  not  available.  It  is  suggested, 
therefore,  that,  appended  to  all  such  statements 
of  account,  there  should  be  a  table  showing 
the  estimated  life  of  all  the  various  assets 
acquired,  under  suitable  headings;  the  amount 
of  the  Sinking  Fund  necessary  to  provide  for 
the  writing-off  of  such  assets  out  of  Revenue 
during  the  estimated  life ;  the  amount  of  the 
Sinking  Fund  required  by  statute  to  provide 
for  the  extinction  of  the  loan  by  the  date 
of  its  maturity;  and,  in  separate  columns, 
the  excess  (or  deficiency)  of  the  statutory 
Sinking  Fund,  as  the  case  may  be.  In  order 
to  arrive  at  the  true  profits  of  the  undertaking, 
Ihe  difference  between  these  two  last  columns 
only  need  be  taken  into  account.  But,  in  order 
to  effectively  provide  for  the  renewal  of  assets 
as  they  wear  out,  it  is  necessary  that  Revenue 
should  be  charged,  in  addition  to  the  statutory 
Sinking  Fund,  with  the  gross  amount  of  the 
deficiency  thereof  in  respect  of  assets  whose 
estimated  life  is  less  than  their  respective 
loan  periods.  Otherwise,  when  the  time 
arrives  for  the  renewal  of  these  assets,  full 
provision  will  not  have  been  made  for  the 
redemption  of  the  outstanding  loan,  ai^^^rall 
therefore  not  be  possi^l^  i§>  bb^n^  sanfuon 
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for  the  borrowing  of  an  amount  equal  to  the 
amount  of  the  original  loan.  In  this  event, 
either  renewal  must  be  postponed,  and  the 
efficiency  of  the  undertaking  for  the  time  be 
impaired,  or  a  heavy  and  unexpected  charge 
will  have  to  be  borne  out  of  Revenue  during 
the  year  then  current. 

In  conclusion,  it  is  pointed  out  that  in  the 
nature  of  things  no  form  of  accounts,  however 
admirably  designed,  can  serve  any  useful 
purpose  unless  steps  be  taken  to  ensure  a 
strict  responsibility  for  accuracy  on  the  part 
of  those  responsible  for  the  issue  of  such 
accounts.  Reference  is  made  to  certain  cases 
which  show  that,  at  all  events  in  isolated 
instances,  local  authorities  have  failed  to  duly 
appreciate  the  seriousness  of  their  responsibility 
in  this  respect,  and  have  therefore,  however 
unthinkingly,  been  a  party  to  the  issue  of 
accounts  which  were  inaccurate  in  other  than 
purely  technical  matters.  It  is  argued  that 
there  is  no  reason  whatever  why  the  members 
of  the  Finance  Committee  of  a  local  authority 
should  not  be  held  as  strictly  to  account  as  the 
members  of  the  board  of  a  joint-stock  com- 
pany. Nor  is  there  any  reason  why  the  senior 
officers  of  a  corporation  should  not  be  held 
as  responsible  as  the  officers  of  such  a  com- 
pany. But,  so  long  as  the  present  system  of 
immunity  exists,  it  will  be  a  mistake  to  hope 
for  too  much  from  any  prescribed  modifications 
in  the  existing  form  of  accounts,  in  that,  after 
all,  questions  of  form  are  of  minor  importance 
unless  the  substantial  accuracy  of  the  under- 
lyingcan  be  reasonably  assumed. 

There  are,  no  doubt,  many  other  points  that 
will  occur  to  several  of  our  readers,  and  some 
may  wish  to  discuss  the  views  that  have  been 
expressed  in  this  and  the  preceding  article. 
To  such  we  may  say  that  our  Correspondence 


columns  are  open;  but  at  the  same  time, 
as  upon  previous  occasions  we  have  found 
that  there  is  a  considerable  tendency  to 
prolixity  on  the  part  of  those  interested  in 
the  subject  of  municipal  accounting,  we  trust 
that  our  correspondents  will  state  their 
views  as  concisely  as  possible,  and  will  (so 
far  as  may  be)  refrain  from  instancing 
specific  cases  or  mentioning  names.  Our 
reason  for  this  last  suggestion  is  that, 
wherever  the  methods  of  individual  authorities 
are  attacked,  we  always  find  that  there  are 
several  interested  parties  who  wish  to  be  heard 
in  the  defence,  even  gJthough  they  may  have 
nothing  to  say  which  is  of  any  real  interest  to 
those  who  are  merely  concerned  with  general 
principles,  and  care  little  about  personalities. 


Meebls  notes. 


AM  «r  Except  that  it  follows  ths  decision 
^''J^JJJJj***  come  to  after  some  hesitation  by  the 
TruMotloBi.  late  Mr.  Justice  Wright  in  In  reLawford 
&  Lawrence,  it  is  a  little  difficult  to  follow  the  grounds 
upon  which  Mr.  Justice  Buckley  decided  the  case  of 
PoHs/ord,  Baker  &  Co.  v,  Ths  Union  of  London  and 
Smiths  Bank,  Lim.,  which  was  recently  reported  in 
these  columns.  In  general  terms  it  may  be  said  that 
the  Bankruptcy  Acts  provide  for  the  relation  back  of 
the  trustee's  title  so  as  to  enable  many  transactions  to 
be  avoided  which,  if  confirmed,  would  leave  the  door 
open  to  abuse,  and  would  be  against  the  interests  of 
the  general  body  of  the  creditors  of  an  insolvent  estate. 
In  particular,  all  persons  having  notice  of  an  available 
act  of  bankruptcy  are  required  to  be  especially  careful 
in  their  dealings  with  the  debtor,  if  they  wish  to  avoid 
such  losses  as  may  arise  iu  the  event  of  the  transaction 
being  repudiated  by  the  trustee.  On  the  other  hand, 
to  avoid  the  pendulum  swinging  too  far  in  the  opposite 
direction,  Section  49  of  the  Bankruptcy  Act,  1S83, 
protects  bond  fide  transactions  undertaken  without 
notice.  In  1900  Mr.  Justice  Wright  held  that  where  a 
firm  had  deposited  c^fiin^  cab^^U^^^Q^c^^«ecare 
advances,  and  where  A.  (who  at  the ttmebul  notice  of 
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an  act  of  bankruptcy)  returned  the  cabs  to  the  firm 
opoQ  repayment  of  wbat  was  due  to  him,  A.  was 
protected  and  was  not  liable  to  account  to  the  snbse- 
qaeot  trustee  in  the  firm's  bankruptcy,  notwithstandiag 
the  fact  that  the  tmstee's  title  related  back  to  a  date 
prior  to  that  of  this  transaction.  Mr.  Justice  Buckley's 
deciuon  appears  to  have  been  given  under  very  similar 
circumstances,  save  that  the  creditor  ia  this  case  was 
a  bank,  and  the  debtors  a  firm  of  stockbrokers  who  had 
deposited  securities  with  the  bank  against  a  loan. 
Upon  being  notified  of  an  available  act  of  bankruptcy 
the  bank  declined  to  return  the  securities  in  its 
possession  in  exchange  for  the  amount  to  which  it  was 
eotitled.  on  the  groocd  that  under  the  circumstances 
they  could  not  safely  deal  with  the  shares.  Mr,  Justice 
Buckley,  however,  held  that  the  bank  was  wrong,  and 
ordered  it  to  deliver  up  the  securities  upcm  payment  of 
the  amount  due.  It  is  true  that  in  this  case  the  official 
assignee  of  the  Stock  Exchange  was  a  plaintiff  in  the 
action ;  but»  even  allowing  for  that,  we  are  unable  to 
find  any  statutory  authority  for  the  decision  here 
arrived  at,  that  a  bond  fidt  transaction  may  be 
protected,  notwithstanding  the  fact  that  the  person 
other  than  the  debtor  who  is  a  party  thereto  has  at  the 
time  notice  of  an  available  act  of  bankruptcy  committed 
by  the  debtor. 


DadnetiMi  from  understand  that  on  an  appeal  to 
Prvflu  iMwwWn  the  Enfield  Income  Tax  Commissioners 
briMomTM.  timt  considering  themselves 

bound  by  a  Scottish  decision,  held  that  a  Noncon* 
formist  minister  was  not  entitled  to  deduct  from  the 
amoont  of  his  assessment  the  sum  of  £%  as  the 
estimated  value  of  his  study,  on  the  ground  that  it  was 
wholly,  exclusively,  and  necessarily  for  the  purposes  of 
his  profesaon.  We  are'informed,  however,  that  the 
Treasury  Solicitor  has  stated  that  the  Crown  does  not 
propose  to  contest  the  case,  and  that  thus  an  allow- 
ance of  this  kind  will  for  the  future  t>e  permitted. 
Witbont  expressing  any  opinion  upon  the  merits  of  the 
case  immediately  under  review,  we  may  perhaps  be 
allowed  to  repeat  oar  opinion  that  the  practice,  which 
has  so  frequently  been  oluerved  by  the  Board  of  Inland 
Revenne,  of  making  allowances  which  are  either  not 
provided  for  by  statute  or  have  been  held  by  a  Court 
of  law  to  be  inadmissible,  while  doubtless  intended  to 
show  a  desue  on  the  part  of  the  Board  to  deal  fairly 
with  income-tax  payers  generally,  is  merely  interpreted 
as  a  sign  of  weakness,  and  in  no  way  diminishes  the 
prevalent  discontent  underlying  all  income-tax  assess- 


ment. If  the  matter  be  viewed  dispassionately  it  must 
surely  be  evident  that  most  persons  would  greatly 
prefer  to  pay  what  is  legally  due  from  them,  even 
although  they  may  consider  that  the  law  works  hardly 
in  their  case,  rather  than  to  merely  pay  what  "a  parcel 
of  officials  may  instmct  their  underlings  to  collect." 
It  cannot  be  too  clearly  borne  in  mind  by  all  parties 
concerned  that  an  allowance  made  to  any  iudividual 
must  of  necessity  be  laid  upon  the  shoulders  of  all  <4kcr 
mmbers  of  the  community ;  and  there  can  be  no  justifica- 
tion for  casting  upon  them  that  additional  burden 
unless  the  Legislature,  as  interpreted  by  the  Courts, 
has  so  provided.  All  non-l^al  allowances  or  abate- 
ments to  individuals  are  of  necessity  per  coHtr»  an 
illegal  and  unjustifiable  imposition  npon  other  members 
of  the  community. 


TiM  Lift  of  a  In  the  course  of  an  actlMi  which  was 
Bank  Rota.  tried  before  Mr.  Justice  Bigbam  a 
short  time  since,  an  official  from  the  Bank  of  England 
stated  in  evidence  that  the  average  life  of  a  bank-note 
was  from  ten  to  eighteen  years,  but  that  the  Bank  had 
a  note  in  its  possession  which  had  been  in  circulation 
for  no  less  than  iii  years.  It  is  obvious  that,  in  order 
to  last  for  even  the  least  of  the  periods  named,  the 
actual  circulation  of  a  bank.note  cannot  be  of  a  very 
active  description.  The  lower  the  denomination  of  the 
note,  in  the  nature  of  things  the  mwe  likely  is  it  to 
change  hands  frequently,  and  therefore  to  become 
worn  ont  at  an  early  date. 


„  ,      A  case  which  came  before  one  of  the 

m§nifimt  Metnqwlitan  magistrates  some  time 
TMUton'  Eitatoi.  gince,  which  resulted  in  the  committal 
for  trial  of  the  prisoner  on  a  charge  of  attempting  to 
defraud  the  executors  <rf  deceased  persons,  raises  a 
question  of  considerable  interest  with  which  all  persons 
acting  as  executors  would  do  well  to  be  acquainted. 
It  was  alleged  that  in  this  case  the  prisoner  had  made 
a  practice  of  forwarding  small  claims  to  executors  who 
had  recently  proved  wills,  **  for  account  rendered,**  and 
that  this  apparently  represented  his  sole  means  of 
livelihood.  Without  expressing  any  c^ion  upon  the 
case  under  review,  it  Is,  we  think,  only  proper  to  pc^t 
out  that  many  firms  carrying  on  an  apparently  legitimate 
boaness,  and  enjoying  a  perfectly  good  reputation, 
appear  to  suffer  from  strange  aberrations  of  menuxy 
when  making  claims  against  the  estates  of  deceased 
customers.    Executors  will  in  all  cases  do  ^11  to 
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require  strict  proof  of  tradesmen's  claims ;  and,  were 
that  practice  to  become  general,  we  venture  to  think 
that  sach  claims  would  in  many  cases  be  reduced. 


BaaluN  and  thtiv  A  correspondent  of  a  contemporary 
emtomwi.     points  out  that  there  is  little  or  no 

authority  for  the  suggestion  which  has  been  made  that 
the  disclosure  of  a  customer's  account  by  a  hanker  is 
actionable— in  the  absence  of  proof  of  special  damage. 
For  instance,  he  says  if  a  banker  told  an  enquirer  that 
A.  B.'s  account  was  usually  in  credit  to  the  extent  of 
£500  and  such  was  really  the  case  it  is  not  easy  to  see 
on  what  ground  an  action  could  be  maintained.  If, 
however,  the  balance  was  said  to  be  ;^ioo  whereas  it 
was  usually  ;{'i,ooo  it  would  not  be  difficult  to  prove 
special  damage.  To  sum  up,  it  is  said  that  a  banker  is 
under  no  obligatioo  to  keep  his  customers'  accounts 
secret,  or  that  he  is  open  to  any  action  for  disclosing 
them,  but  it  is  freely  admitted  that  if  any  such  prac- 
tice of  disclosure  became  at  all  general,  branch  bank 
managers  would  find  themselves  the  recipients  of 
"  disquieting  news  from  the  board  room  "  1 


■oUolteri  and  The  writer  of  a  column  of  interesting 
EneroMhrneat.  notes  In  the  pages  of  a  daily  financial 
paper  rejoices  over  the  "snub"  administered  to  the 
Council  of  the  Incorporated  Law  Society  by  a  magis- 
trate who  dismissed  a  test  case  brought  by  the  Society 
against  a  house  agent  on  the  ground  that  be  had 
"held  himself  out  as  a  solicitor."  Into  the  merits  of 
this  case  we  cannot  go,  as  we  have  no  report  of  the 
facts,  but  the  paragrapher  in  question  goes  on  to  say 
that  of  recent  years  solicitors  have  been  encroaching 
on  the  privileges  and  r^hts  of  all  other  profesuons  to 
au  extent  which  is  open  to  severe  criticism.  Not  only, 
he  says,  do  solicitors  frequently  "  hold  themselves 
ont "  as  estate  agents,  but  they— or  some  of  them — are 
prepared  to  act  as  Chariered  Accountants,  insurance 
agents,  brokers,  and  what  not.  We  do  not  know 
whether  this  complaint  is  founded  on  a  specific 
instance,  but,  In  general,  we  should  say  that,  so  far  as 
the  accountancy  profession  is  concerned,  the  border- 
land is  well  defined,  and  but  little  poaching  takes  place 
on  either  side.  The  average  solicitor  knows  enough 
to  be  aware  when  he  is  out  of  his  depth,  which  is  more 
than  can  be  said  of  the  average  bank  official,  who  will 
gaily  accept  any  office  of  any  nature  so  long  as  the 


emoluments  attaching  to  that  office  go  into  his  private 
purse  instead  of  that  of  his  employer.  A  list  of  the 
surprising  vocations  carried  on  by  these  gentry  in  their 
spare  time — and  such  a  one  could  be  very  easily 
compiled  from  personal  experience— would  be  amnsing 
if  not  very  illuminative. 


Day  and  Hight  It  seems  as  if  the  night  and  day  bank 
Bank.  notion  is  likely  to  become  popular  in 
the  United  States,  for  it  is  reported  that  another 
concern  of  this  type  is  promised  for  Pittsburg.  The 
capital  is  said  to  be  250,000  dollars  issued  at  a  premium, 
which  will  start  the  bank  with  a  reserve  of  63,500  dollars. 
The  "  Day  and  Night  National  Bank,"  as  the  institu- 
tion will  probably  be  called,  will  have  a  savings  bank 
department  inctuded  in  its  scheme. 


JoiBt-Btoek  The  statistics  of  the  births  and  deaths 
OarinitiM.  of  joint-stock  companies  are  not 
particularly  amusing  reading,  but  a  financial  con- 
temporary has  been  at  some  pains  to  unearth  several 
eccentricities  which  are  not  without  their  instructive 
side.  The  variations  in  the  proportion  borne  by  the 
minimum  subscriptions  to  the  offered  capital  first  claim 
attention.  One  company  offered  £z,qg&,  and  were 
content  to  go  to  allotment  on  a  subscription  of 
while  in  another  case  ^£'12,500  was  offered,  with  a 
minimum  of  £7.  With  regard  to  underwriting,  in 
some  cases  tbe  whole  capital  is  thus  secured ;  rates  of 
two  to  five  per  cent,  are  frequent  for  this  service,  but 
in  other  instances  10  per  cent,  and  even  higher  rates 
are  quoted.  When  big  figures  are  fonnd  the  commission 
is  usually  payable  in  shares — one  share  for  every  three 
underwritten,  one  hundred  for  every  one-hundred  and 
twenty-five,  one  ordinary  for  one  preference,  and  so  on. 
Some  high  cash  commissions  are,  however,  mentioned — 
40  per  cent,  in  the  case  of  a  West  African  company, 
50  per  cent,  in  connection  with  a  motor  company, 
while  a  reconstructed  mining  company  tops  the  list 
with  65  per  cent.  •  A  schedule  of  the  requitements  as 
regards  directors'  qualifications  furnishes  some  startling 
contrasts,  since  the  range  is  from  nothing  at  all  to 
jfi7,5oo  out  of  jf64,5oo  subscribed.  Other  hea\7 
figures  are  holdings  of  ;f  8,750  out  of  ^55.950;  £9,000 
out  of  71,300  J  and  £9^000  out  of  £70^000.  At  the 
extreme  end  of  the  list  we  find  £7  out  of  110,000; 

out  of  ;Cs>^^i  while  a  theatrical  concern  went  to 
allotment  on  £iao  out  of  ;£^8,ooo  offered  ^ -cash  sub- 
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scriptioD,  the  directors  being  only  required  to  put  up 
£^  between  them.  We  wonder  if  any  of  oar  readers 
can  add  to  this  eccentric  list  from  the  store  of  their 
experiences  ? 


Kanway  BatM. 


The  increase  iu  the  burden  placed  on 
railway  companies  by  excessive  rates, 
while  still  apparent,  is  mainly  due  to  higher  poundage, 
and  it  is  Hoped  that  the  strenuous  efforts  which  have 
been  made  of  late  to  obtain  a  reduction  of  the  assess- 
ments will  bear  fruit  during  the  current  half-year. 
The  following  table  is  extremely  interesting  from  a 
comparative  p(^t  of  view,  but  we  should  like  to  see 
"  Rates "  separated  from  "Taxes"  :— 


Companj 


Great  Centnl   

Great  Eastern   

Greai  Wesiem   

Gnat  Nonhern   

Lancashire  Be  Yorkshire  , . 
Lonjon  &  North  Western 
London  A  South  W«s(em 
London,  Brighton  Sc  South  Coast 

Milland   

North  Eastern   

Soaih  Eastern  ft  Chatham 

Total  .. 


Rales  and  Taxes 

isl  half    ,    ist  half 
1905  1906 

1  Inorease 
1  or 
Decrease 

£ 

59.900 

1  ^ 
\    +  1,300 

i».5oo 

158.700 

+  4,200 

300,500 

3>5.«» 

+  14.500 

lot  ,00a 

+  1,500 

88,aoa 

+  3.600 

285,400 

390,300 

+  4.900 

J34.3O0 

134,000 

-  300 

106,900 

108,00a 

+  1,100 

314,600 

239.300 

+  14,500 

aiSijoo 

312,900 

-  5,600 

151,000 

146^ 

—  4,600 

fi,Bi8,6oo 

£1.853.700 

1  +f35,ioo 

The  more  popular  features  of 
the  recently  •  published  Postmaster- 
General's  annual  report  have  already  been  pointed 
out,  but  it  has  been  left  for  The  Financial  News  to 
protest  against  the  "  enormous  payment  made  to  the 
"  railway  companies  for  their  share  in  carrying  out  the 
parceb  post.**  We  are  told  that  in  1883,  when  this 
post  was  established,  it  was  agreed  that  the  railway 
companies  should  be  paid  55  per  cent,  of  the  receipts 
on  parcels  carried  by  them  for  the  Post  Office,  the 
remaining  45  per  cent,  being  retained  by  that  institution. 
It  soon  became  obvious,  it  is  said,  that  the  railway 
coropanies  had  the  better  of  the  baigain,  for  the  Post 
Office  kwea  id  per  cent,  and  yet  has  all  the  trouble  of 
coOecting,  packing,  sorting,  and  delivering.  Some  little 
time  ago  it  was  suggested  that  the  percentage  should 
be  altered  to  60  per  cent,  to  the  Post  Office  and  40  per 
ceot.  to  the  railway  companies,  bat  nothing  appears  to 
have  been  done,  and,  as  the  matter  is  not  referred  to  in 
the  preaent  report,  one  can  only  conclade  that  the  old 
arrangexnent  still  exists. 


Corresponbence  and  Enqniries. 

All  communlcatioiis  to  the  Editor  ^ould  be 
by  letter  only. 


IWe  art  at  all  times  ready  to  insert  correspondence  oh 
matters  of  interest  to  tie  Profession,  but  we  do  not  of  course 
hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon ;  and  must  in  all  eases  be  accompoHied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faith."] 


Elective  Auditors  and  their  Remuneration. 

(To  ike  Editor  of  The  Aeeoumtamt.) 

Sir, — You  deserve  our  thanks  for  publishing  io  full 
in  your  powerful  paper  the  report  of  the  Bexhill  case 
regarding  the  pay  of  the  Elective  Auditor.  The  point 
which  was  decided  was  his  pay,  but  it  hinged  upon  the 
extent  of  the  work  he  did,  with  the  astonishing  result 
that,  if  the  decision  is  sonnd,  a  Town  Council  may 
keep  back  from  the  statutory  auditor  a  large  part  of 
their  accounts. 

In  October  igo2  you  published  in  your  paper  in  full 
a  Preliminary  Draft  Act,  compiled  by  me,  to  regulate 
the  accounts  and  audit  of  a  municipal  boroi^;h.  Since 
then  I  have  served  for  two  years  as  Elective  Auditor, 
and,  if  you  will  allow  me,  I  will  put  before  the 
ratepayers  a  few  remarks  and  quotations  from  the 
Municipal  Corporations  Act,  1882,  which  will,  I  think, 
throw  some  light  on  the  present  case.  Section  28  of 
that  Act  requires  a  Town  Clerk  to  make  a  return  to 
the  Local  Government  Board  of  the  "  receipts  and 
expenditure "  of  the  corporation  for  the  year  in  such 
form  and  containing  such  particulars  as  the  Local 
Government  Board  direct,  and  if  he  &ils  he  is  liable, 
for  each  offence,  to  a  fine  not  exceeding  £^0. 

Now,  that  seems  rough  on  the  Town  Clerk,  but  a 
previous  section  (26)  requires  the  Treasurer  to  make 
up  his  accounts  half-yearly,  and  within  one  month  from 
the  expiry  of  the  term  he  must  submit  them,  with 
the  necessary  vouchers  and  papers,  to  the  Borough 
Anditors,  who  must  audit  them.  After  the  audit  the 
Treasurer  must  print  a  full  abstract  of  the  year's 
accounts.  The  Town  Clerk  has  only  to  get  the  returns 
from  the  Treasurer,  and,  within  one  month  after 
completion  of  the  audit,  send  them  to  the  Local 
Government  Board;  if  he  neglects  that  duty  he  is 
liable  to  fine.  A  "Treasurer"  is  one  who  hadUie 
custody  of  treasnre,  and  it  is  a  misfcfftune  that  ^^Xct 
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should  have  made  the  Treasarer  responsible  for  the 
accounts.  It  is  bad  administrationi  and  fraught  with 
danger,  to  unite  the  disbursing  and  the  recording 
offices  under  one  head,  and  in  most  of  the  smaller 
boroughs  it  is  not  A  Borough  Accountant  keeps  the 
account,  and  the  money  is  kept  by  a  bank  with  the 
ordinary  Bank  Pass  Book. 

The  remuneration  of  the  auditor  is  a  small  question, 
but  that  of  what  are  the  accounts  which  the  Elective 
Auditor  must  audit  is  of  very  great  importance.  The 
Act  speaks  of  them  as  his — t.e.,  the  Treasurer's — 
accounts  without  any  further  qnalification.  The  ordi- 
nary signification  of  that  would  be  "  all  the  accounts," 
and  it  is  a  mere  quibble  to  say  otherwise.  But  we  are 
not  left  in  doubt,  for  the  Local  Government  Board 
Return  made  annually  to  Parliament — as  mentioned 
above — is  published  as  a  parliamentary  paper  under 
the  name  of  "  Local  Taxation  Return."  I  have  one 
before  me.  It  shows  the  "  receipts  and  expenditure  " 
of  all  the  English  boroughs  under  i6  or  17  heads,  and 
the  last  one,  as  if  to  catch  the  last  penny,  is  "  Other 
purposes."  It  does  not  appear  from  your  report  of  the 
proceedings  in  Court  that  this  was  menticmed.  Bexhill 
appears  to  be  one  of  those  shady  boroughs  where  paid 
professional  auditors  are  appointed  in  addition  to  the 
statutory  auditors  elected  by  the  ratepayers ;  but  such 
appointment  is  distinctly  illegal,  and  any  payment 
made  to  them  is  liable  to  surcharge.  The  Elective 
Auditors  should  report  it  as  such  to  the  Town  Council 
and  to  the  ratepayers. 

Section  19  of  the  Act  of  1882  gives  a  corporation 
power  to  appoint  such  officers  as  they  Bod  necessary. 
They  could  appoint  and  pay  extra  "  accountants " 
if  the  othen  were  inefficient,  but  not  statutory 
••auditors."  What  does  the  Town  Clerk  of  Bexhill 
say  to  this? 

It  does  not  appear  that  there  has  been  any  formal 

•  refusal  to  produce  books ;  the  wish  of  the  Council 
seems  rather  to  have  been  to  belittle  the  Elective 
Auditor's  duties  and  his  pay.  Had  there  been,  his 
remedy  would  have  been,  under  Section  233  of  the 
Act,  by  summons  from  a  Police  Court  against  the 
obstructors. 

HENRY  P.  BABBAGE. 
CAf/fofAum,  isth  August  1906. 


Fof^«d  Certificates. 
{T*  tkt  Editor  #/  Tht  Accountant.) 

Sir, — The  highest  tribunal  in  the  land  has  spoken 
the  last  word  in  the  Great  Fingall  case,  and  the  law 


has  been  expounded,  perhaps  correctly,  but,  with  all 
respect  to  the  great  weight  of  judicial  authfnity  upon 
which  the  deciaon  rests,  I  submit  that  justice  has  not 
been  done. 

Lord  Macnagbten  no  doubt  thought  he  showed  "  a 
very  pretty  wit "  when  he  said  :  I  could  have  undn- 
"  stood  a  claim  on  the  part  of  the  appellants  if  it  were 
"  incumbent  on  the  company  to  lock  up  their  seal  and 
'*  guard  it  as  if  it  were  a  dangerous  beast,  and  as  if  it 
"  were  culpable  carelessness  on  the  part  of  the  directors 
"  to  commit  the  care  of  the  seal  to  their  secretary  or 
"  any  other  official " ;  bnt  it  appears  to  me  that  this 
is  the  very  crux  of  the  whole  case,  and  yet  it  is 
thus  lightly  brushed  aside  without  discussion  or 
consideration. 

I  have  always  understood  that  the  principle  of  law 
acted  upon  in  questions  between  two  innocent  parties 
as  to  which  should  bear  a  loss  occasioned  by  the  fraud 
of  a  third  was  that,  if  either  of  them  had  been  guilty  cf 
any  negligence  which  facilitated  the  firand,  they  must 
bear  the  consequences,  and  were  estopped  from 
denying  their  liability.  Even  if  this  is  not  the  law,  it 
is  aonnd  common  sense  (which  the  House  of  Lords,  as 
a  rule,  rather  prides  itself  in  bringing  to  bear  in  its 
decisions),  and  in  this  case  the  fraud  could  not  have 
been  committed  if  Uie  directors  had  adopted  the 
ordinary  business  precaution  of  having  the  custody  of 
the  seal  so  arranged  for  that  It  could  not  be  used 
except  by  at  least  one  other  person  acting  with  the 
secretary ;  otherwise  what  is  the  object  of  duplicate 
and  triplicate  keys,  and  articles  providing  f«-  the  use 
of  the  seal  only  in  the  presence  of,  or  puranant  to, 
resolution  of  the  directors  ? 

I  have  not  the  Bank  of  Ireland  case  at  hand  to  refer 
to,  but  a  decision  given  half  a  century  ago— before  the 
Companies  Act  existed — can  have  very  little  bearing 
upon  the  proper  mode  of  conducting  a  company's 
business  at  the  present  time,  and  most  business  men 
will  be  inclined  to  say  that  it  was  "  culpable  careless- 
"  ness  on  the  part  of  the  directors  to  commit  the  care 
"  of  the  seal  to  their  secretary  "  without  any  sa£eguard 
for  its  proper  use. 

London^  ijfh  August  1906.  H.  W.  M. 


Basia  of  Purchase  of  Accountancy  Practice. 

(To  the  Editor  of  The  Accountant.) 

Sir, — I  should  be  much  obliged  if  yon  coold  iaform 
me  as  to  what  number  of  years*  profits  the  purchase- 
price  of  a  partnership  is  usually  based  ? 

In  particular  I  desire  to  know  the  nun^^  of  years' 
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profits  usually  paid  with  regard  to  a  small  practice 
establidied  about  ten  years,  and  consisting  almost 
entirely  of  audits,  the  income  for  a  half-share  being 
from  £zoo  to  £yxi. 

Thanking  you  in  anticipation, 

Yours  truly, 

Augtat  25/A  1906.  T. 


Brewery  Audit  Fees. 

[To  tht  Editor  of  The  Aceountant.) 

SiH,— The  enclosed  list  from  the  "  Brewery  Com- 
panies' Mutual,  1905,"  of  some  brewery  companies, 
with  the  audit  fee  they  pay,  may  be  of  some  interest  to 
your  readers. 

Yoa  will  notice  one  brewery  with  a  capital  of 
£191,000  gets  its  audit  for  ^^50,  and  another  with  a 
capital  of  /'383,cx>o  pays  a  hundred  guineas. 

I  suppose  the  work  would  be  about  the  same  in  each 
case. 

Yours  truly, 


August  i3fh  1906.  F. 

Casftal  and  Audit 

Debentures  Fee 

€  £ 

Walney.  Combe,  Reid  &  Co.,  Lini   14,710,810  750 

Biwuil  Brewery  (Georges  &  Co.),  Lim.     ..  744,000  aio 

BcisMri  United  BreweciCB,  Liu.               .,  745,000  310 

Hull  Brewffjr  Compui]r,  Ljm.  593i9ii  157 

Uauej's  Bnmlcy  Brewery,  Liin   383.44;  103 

Ben  ft  Co..  Lim   380,000  B4 

OakliiD  Brewery  Company,  Lim   193.000  84 

CUrlcsoo's  Old  Brewery,  Bamsley,  Lim.  . .  235,363  So 

Colchester  Brewiog  Compuiy,  Lim   566.535  76 

Jennings  Brothers,  Lfm.    168,030  37 

Hudson'!    Camtnidge     and  Pampisford 

Btewerie*.  Lim   133.837  53 

Phillip*  (ThiMnaB)  ft  Co.,  Lim.  196.336  33 

WortiasioD  Brewery  Company,  Lim.      . .  337,000  33 

Stuckt  (J.)  A  Co.,  Lim   391.000  30 

Brewery  and  Commercial  Investment  Trust, 

Li""   353.M3  4a 

CI*ssoo's  Penrith  Breweries,  Lim   83,400  40 

Octagon  Breweries,  Lim.    176,330  zi 

Spencer's  tC.  Sl  T.)  Brewery,  Lim   108,900  21 


Practical  AccountlDg. 

{To  the  Editor  of  The  Aceountant.) 
Sir, — Wilt  you  kindly  advise  me  as  to  the  best  book 
obtainaUe  (modem  and  reliable)  on  Practical  Accouot- 
ing — me  that  would  give  an  outline  of  a  complete 
set  <tf  books  from  the  commencement  to  an  auditor's 
sgnatare  on  the  Balance  Sheet,  &c.  &c. 
Thanking  you  in  anticipation, 

Yours  faithfully, 
August  1906.  ENTERPRISE. 


Priorities  Id  Winding-up.— [>elwature-holders 

and  Apprentices. 

(To  tht  Editor  of  The  Accountant.) 

Sir, — Would  you  be  so  kind  as  to  answer  me  the 
following  query,  viz. ; — 

In  a  compulsory  liquidattoo  of  a  limited  company, 
where  a  receiver  for  the  debenture-holders  has  been 
appointed  previous  to  the  liquidation  and  continued 
in  otRce  as  receiver  and  liquidator,  if  there  are  only 
sufficient  assets  in  hand  to  satisfy  the  claims  of  the 
ist  debenture-holders  (creating  a  floating  chaise  on 
assets  previous  to  appointment  of  receiver),  are 
premium  apprentices  to  the  company  entitled  to  be 
paid  in  full  before  a  composition  is  paid  to  the  ist 
debenture-holders  (under  the  Payments  in  Bankruptcy 
Amendment  Act,  1897),  or  is  the  liquidator  entitled  to 
set  aside  the  claims  o£  the  premium  apprentices  and 
leave  them  to  rank  after  the  debenture-holders  ? 

Can  you  quote  me  any  case  which  has  come  before 
the  Court,  to  illustrate  your  answer  ? 

What  would  be  the  procedure  in  voluntary  liquida- 
tion? 

Yours  faithfully, 
zist  August  1906.  F.  V.  BRADFORD. 


Auditors*  Report. 

{To  the  Editor  of  The  Accountant.y 

Sir,— I  shall  be  glad  to  have  the  opinion  of  yourself 
and  your  readers  on  the  enclosed  auditon'  report,  which 
appears  at  the  foot  of  the  Balance  Sheet  of  a  company 
in  which  I  am,  unfortunately,  a  shareholder.  I  may 
say  that  "  the  remarks "  referred  to  appear  to  have 
figured  in  the  report  on  the  half-year's  accounts  to 
June  1903,  since  which  date  the  form  enclosed  has  been 
usedl 

Auditors'  Report. 

"  We  report  to  the  shareholders  that  we  have  audited 
the  above  Balance  Sheet  and  Profit  and  Loss  Account. 
Subject  to  the  remarhs  eonlained  in  our  previous  r^orts 
respictiMg  the  item  included  m  the  asuts  entitled  'Plant 
Suspenu  Account,'  we  are  of  opinion  that  the  Balance 
Sheet  is  properly  drawn  op  so  as  to  ezhitnt  a  true  and 
correct  view  of  the  state  of  the  company's  affairs  as 
shown  by  the  books  of  the  company." 

I  am,  yours  faithfully, 

August  2gth  1906.         Digitized  by  CURIOUS. 
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Ubc  JSanft  of  Bnglanb,  tbe  Xanfi  Vesecve, 
tbe  Xanfi  l^ate  and  foreign  Eicbanges. 


By  John  S.  Barton,  A.I.A.V. 


A  paper  read  before  members  of  the  Welliagtoa  (N^.) 
Accountant  Students*  Socie^. 


Ous  lecture  this  evening  bears  a  somewhat  formidable 
title  and  is  one  that  grew  gradually.  I  was  asked  if  I 
would  deal  especially  with  the  matter  of  Foreign 
Exchanges,  and  consented  to  do  so.  Although  the  request 
to  deal  with  this  subject  implied  rather  that  I  should 
approach  it  from  our  own  standpoint,  and  deal  with  the 
matter  particularly  as  it  affects  Australasia,  it  was  impos- 
sible to  take  such  a  limited  view.  London,  as  the  financial 
centre  of  the  world,  is  to  all  other  centres  of  commerce 
what  the  sun  is  to  the  rest  of  the  solar  system,  and  one 
might  as  well  attempt  to  give  a  description  of  or  to  deal 
with  the  light  of  the  moon  without  mentioning  the  sun,  or 
to  start  with  the  moon  in  giving  a  description  of  the  sun, 
as  to  start  at  tbe  Australasian  end  in  dealing  with  the 
matter  of  foreign  exchanges.  Then,  there  is  such  a  vital 
connection  between  the  fluctuations  in  the  various 
exchange  rates  in  London  and  the  movements  in  the  Bank 
of  England  rate  of  discount,  that  the  necessity  of  dealing 
with  the  latter  quickly  became  apparent.  To  take  one  step 
further,  it  would  be  impossible  to  offer  any  description 
of  the  Bank  Rate  without  considering  it  as  an  instrument 
for  preserving  the  stability  of  the  Bank  Reserve,  and, 
having  got  so  far,  it  is  but  another  step  to  go  right  back  to 
bed-rock  and  deal  with  the  Bank  of  England.  Having 
made  this  decision  I  have  every  reason  to  be  pleased  with 
the  roominess  of  the  subject,  for  one  feels  that  he  can 
breathe  freely  and  almost  grandiloquently  when  he  is  deal- 
ing with  millions  as  tbe  ordinary  man  deals  with 
hundreds. 

If  in  presenting  my  figures  to-night  I  happen  to  make  a 
mistake  of  a  million  or  two  in  my  additions  or  other  cal- 
culations it  will  not  make  any  appreciable  difference,  and 
I  am  sure  none  of  you  will  notice  it  unless  you  happen 
to  check  the  additions  very  closely. 

In  tracing  the  Bank  of  England  back  to  its  source  I  was 
reminded  of  the  couplet  which  used  to  be  drilled  into  us 
as  boys  by  an  old  Scots  schoolmaster :  — 

"  I  climbed  up  fortune's  Isulder  and  breathless  did  not  stop. 
Until  I  reached  the  end  and  found  a  Scotchman  at  tbe  top." 

And  so  in  dealing  with  this  subject,  if  you  only  delve 
deep  enough  (to  change  the  figure)  you  will  come  upon  a 
Scotchman  aa  the  foundation  stone  of  the  structure,  the 
immortal  William  Paterson.  He  was  apparently  a  very 
shrewd  man  at  any  time,  and  on  this  occasion  his  wits 


were  sharpened  by  necessity ;  his  was  a  scientific  scheme 
for  raising  money  for  national  purposes  in  place  of  the 
brutally  simple  methods  adopted  by  the  Sovereign  of  his 
day. 

Prior  to  this  date  (1694)  the  goldsmiths  were  the  bankers 
of  England ;  they  received  money  on  deposit,  and  lent  it 
out  again  at  interest,  in  addition  to  carrying  on  theil 
ordinary  trade  of  buying  and  selling  gold.  The  goldsmiths 
in  turn  deposited  their  money  with  the  Treasury  on  the 
security  of  the  public  revenue,  and  this  money  was  repay- 
able with  interest.  But  the  King,  under  the  pressure  of 
necessity — the  necessity  of  carrying  on  the  war  with 
France— had  an  inconvenient  habit  of  suspending  the 
strictly  legal  method  of  dealing  with  this  money,  01 
perhaps  we  had  better  not  say  he  suspended  it,  let  iis 
rather  say  he  gave  it  an  "indulgent  interpretation,"  this 
term  is  more  up  to  date  and  better  understood  by  New 
Zealanders ;  to  put  it  into  plain  English  the  King  used  to 
grab  whatever  he  could  lay  his  hands  on  and  leave  the 
goldsmiths  lamenting.  This  was  in  addition  to  taxation 
which  had  reached  the  limit  of  endurance,  and  the  King 
was  contemplating  the  "nationalisation  "  of  the  wealth  of 
some  of  the  wealthier  citizens  who  had  not  sufficient  public 
spirit  to  voluntarily  offer  their  estates.  Then  William 
Paterson  came  forward  with  his  suggestion,  which  was  the 
formation  of  a  public  joint-stock  bank,  with  a  permanent 
paid-up  capital,  out  of  which  money  could  be  advanced  to 
the  Government  as  required  in  return  for  a  charter  grant- 
ihg  certain  powers  and  privileges.  His  scheme  was  that 
one  million  two  hundred  thousand  pounds  should  be 
voluntarily  subscribed  by  the  public,  and  that  the  sub- 
scribers should  be  incorporated  as  the  "Governor  and 
Company  of  the  Bank  of  P^ngland."  The  Government  was 
to  pay  8  per  cent,  on  all  money  lent  to  it  and  an  allowance 
of  jf4,ooo  for  administration  expenses,  the  whole  charge 
totalling  /ioo,ooo  per  annum.  For,  be  it  noted,  the  Bank 
immediately  lent  the  whole  of  its  paid-up  capital.  Thus 
we  have  the  origin  of  a  very  old  joke,  wherein  the  banker 
asks,  "IIow  much  do  you  want?"  and  the  customer 
retorts,  "IIow  much  have  you  got?" 

The  one  million  two  hundred  thousand  pounds  capital 
was  subscribed  in  a  few  days,  and  the  charter  was  granted 
for  ten  years,  incorporating  the  company  and  giving  it 
power  to  issue  notes,  payable  on  demand  to  an  amount 
not  more  than  its  paid-up  capital.  The  money  was  then 
handed  over  to  the  Exchequer,  and  was  the  first  instalment 
of  an  amount  which  now  stands  at  eleven  millions  and 
fifteen  thousand  pounds,  under  the  heading  of  the  Govern- 
ment Debt,  one  of  the  chief  assets  of  the  Bank  of  England 
to-day. 

Although  the  original  charter  was  granted  for  a  period 
of  ten  years  only,  it  bas-since  been  renewed  from  time  to 


September  i,  1906.  THE  ACCOUNTANT 


237 


time  and  the  original  terms  have  also  been  considerably 
variod.  By  an  Act  of  170S  a  monopoly  of  banking  was 
practically  granted.   This  Act  provided  :  — 

'That  during  the  continuance  of  the  said  corporation 
of  the  Governor  and  Company  of  the  Bank  of  England 
it  shall  not  be  lawful  for  any  body  politic  or  corporate 
whatsoever,  created  or  to  be  created  (other  than  the  said 
Governor  and  Company  of  the  Bank  of  England),  or  for 
any  other  persons  whatsoever,  united  or  to  be  united  in 
covenants  or  partnership,  exceeding  the  number  of  six 
persons,  in  that  part  of  Great  Britain  called  England, 
to  borrow,  owe,  or  take  up  any  sum  or  sums  of  money 
on  their  bills  or  notes,  payable  at  demand,  or  at  a  less 
time  than  six  months  from  the  borrowing  therttif." 

A  favourite  simile  to-day  when  we  wish  to  express  oui 
idea  of  the  absolute  safety  of  any  venture  or  undertaking 
is,  "As  safe  as  the  Bank  of  England,"  and  fortunately 
there  is  no  cause  to  cavil  at  this  simile,  for  there  is  no 
other  human  institution  so  well  entitled  to  be  used  as  the 
emblem  of  security.  But  it  must  not  be  supposed  that  it 
has  reached  its  present  position  without  passing  through 
troublous  and  anxious  times,  for  there  have  been  several 
crises  in  its  history  which  have  seemed  to  threaten  its 
very  existence — times  when  the  Government  has  had  to 
come  to  its  aid  and  by  suspending  its  charter,  and  sub- 
stituting an  arbitrary  provision  for  the  time  being,  barely 
saved  the  situation.  I  cannot  do  more  than  hint  at  these 
to-night. 

The  first  occurred  in  1797,  and  was  due  to  the  effects 
of  a  long  and  protracted  war,  and  the  consequent  financial 
stress  in  England.  Its  cash  reserves  were  so  depleted  that 
suspension  of  payments  seemed  almost  inevitable.  In 
this  plight  the  directors  of  the  Bank  of  England  waited 
upon  the  Govemmeut  of  the  day  and  invoked  their  aid, 
placing  the  whole  position  before  them.  The  result  was 
an  Order  in  Council  dated  26th  February  1797,  which 
practically  made  the  issue  of  the  Bank  of  England  notes 
by  the  Bank  itself  a  legal  tender.  Straker,  in  his  book 
"The  Ifuiey  Uarket,*'  describes  this  as  a  very  drastic 
measure  to  take,  but  desperate  diseases  require  desperate 
remedies,  and  in  this  case  the  result  was  entirely  satis- 
factfHy.  This  restriction  on  the  issue  of  gold  by  the  Bank 
was  not  entirely  withdrawn  until  the  year  1823. 

Yon  may  wonder  how  it  is  that  the  Government  should 
rtqnire  to  come  to  the  rescue  of  a  private  institution  in 
this  way.  The  reason  is  that  then  as  now  the  credit  and 
financial  standing  of  England  itself  is  so  bound  up  in  the 
Bank  of  Kngland  that  they  stand  or  fall  together,  and  a 
disaster  to  the  Bank  of  England  would  almost  inevitably 
neaa  financial  min  to  England  herself. 

In  the  year  i8a6  the  Bank  of  England  established 
branches  throughout  England,  and  gave  up  its  monopoly 


of  the  right  to  issue  notes  in  districts  outside  the  sixQr-five 
mile  radius  from  London. 

The  Bank's  Charter  came  up  for  renewal  again  in  1833, 
and  on  this  occasion  considerable  modification  in  the 
terms  of  the  Charter  was  made,  the  Bank's  monopoly  of 
joint-stock  banking  being  practically  ended  at  this  date, 
although  the  sole  right  to  issue  notes  within  sixty-five 
miles  of  London  was  still  granted  to  it,  and  by  the  same 
Act  the  Bank  of  England  notes  were  made  a  legal  tender 
throughout  England  except  by  the  Bank  itself  or  its 
branches.  It  was  at  this  stage  of  the  Bank's  history  that 
the  directors  enunciated  the  principle  that  they  should 
keep  on  hand  gold  and  bullion  amounting  to  one-third  of 
their  liabilities  and  the  balance  in  securities,  but  unfortu- 
nately they  did  not  adhere  to  this,  with  the  result  (arising 
from  this  as  well  as  from  other  causes)  that  prior  to  1844 
they  had  to  face  the  most  severe  crisis  of  their  history. 
There  had'  been  a  most  marked  depression  for  many  years 
and  the  Bank's  reserve  of  cash  had  been  gradually 
depleted.  In  September  1839  we  find  that  the  proportion 
of  securities  to  cash,  instead  of  being  as  three  to  one,  was 
as  ten  to  one,  and  the  drain  still  continued.  To  ward  off 
disaster  the  directors  were  arranging  to  borrow  from  three 
to  four  millions  on  the  Continent.  At  this  point  the 
Government  of  the  day  did  not  wait  to  be  consulted,  but 
appointed  a  Parliamentary  Committee  to  inquire  into  the 
working  of  the  Bank  and  the  cause  of  its  position  at  the 
time.  A  Parliamentary  Committee  must  have  worked  a 
little  more  zealously  then  than  at  the  present  time,  for  we 
find  that  they  completed  their  work  in  the  same  year  as 
that  in  which  they  were  appointed,  and  the  result  was  that 
they  condemned  the  principles  on  which  the  directors  were 
conducting  the  affairs  of  the  Bank.  However,  the  Bank*s 
Charter  did  not  expire  until  r844,  and  apparently  the 
Government  did  not  wish  to  forcibly  interfere  before  that 
data. 

On  the  expiry  of  the  Charter  Sir  Robert  Peel's  Govern- 
ment took  the  matter  in  hand,  and  on  the  4th  day  of  July 
1844  an  Act  was  passed  renewing  the  Charter  with  modifi* 
cations  and  restrictions,  and  this  Act  is  practically  in 

force  to-day. 

I  copy  the  following  resume  of  this  Act  from  a  book 
which  I  have  already  referred  to,  Straker's  "The  Money 
Market." 

"I.  The  Issue  Department  and  the  ordinary  Banking 
Department  of  the  Bank  of  England  were  to  be  entirely 
separated  as  from  the  31st  of  August  1844. 

"11.  On  such  separation  taking  place  securities  to  the 
value  of  ;£i4,ooo,ooo  (including  the  debt  due  to  the  Bank 
from  the  Government)  were  to  be  transferred  to  the 
Issue  Department,  together  with  so  mu^  gold  coif  and 
bullion  that  the  total  so  Slrga^ilriB^Hin^ltiCfwalClhe 
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total  smount  of  ootes  then  outstanding.  Thereafter 
(with  the  exceptioa  noted  helow)  the  Issue  Department 
must  not  issue  any  notes  in  excess  of  a  total  of 
j£t4,ooo,ooo  except  in  exchange  for  gold  coin  or  bullion. 

ni.  The  Issue  Department  might  not  at  any  time  hold 
more  silver  than  one-fourth  part  of  the  gold  held.  (As  a 
matter  of  fact,  the  Issue  Department  holds  no  silver.) 

IV.  Notes  mi^ht  be  demanded  from  the  Issue 
Department  by  any  person  in  exchange  for  gold  at  the 
rate  of  £3  17$,  9d.  per  standard  ounce. 

V.  If  any  banker  having  the  power  of  issue  on  the 
6th  May  1844  should  relinquish  such  issue,  the  Issue 
Department  may  be  authorised  to  increase  its  issue  of 
notes  against  securities  to  the  extent  of  two-thirds  of  the 
issue  so  relinquished;  but  all  the  profits  on  such 
increased  issue  against  securities  were  to  belong  to  the 
Government. 

VI.  The  Bank  must  issue  a  weekly  statement  of  the 
position  of  both  its  Issue  and  Banking  Departments,  in 

a  prescribed  form. 

VII.  Bankers  having  the  right  to  issue  their  own  notes 
on  the  6th  Klay  1844  might  continue  such  issue  under 
certain  conditions,  and  to  an  agreed  amount ;  but  no 
provision  was  made  compelling  such  hankers  to  keep 
any  reserve  either  in  cash  or  securities  against  their 
issues.  If  any  issue  lapsed  from  any  cause,  it  could  not 
be  resuscitated,  and  no  institution  could  acquire  the 
light  of  issue  in  the  future. 

Vni.  Banks  consisting  of  more  than  six  partners, 
though  within  the  sixty-five  mile  radius  of  London, 
might  draw,  accept,  or  endorse  Bills  of  Exchange  not 
being  payable  to  bearer  on  demand." 

I  have  had  mimeographed,  and  there  are  available  for 
you  to-night,  a  number  of  schedules  of  figures  which  I 
considered  necessary  to  enable  you  to  follow  me  closely 
and  with  interest.  The  first  of  these  consists  of  the  first 
return  issued  by  the  Bank  in  accordance  with  the  Act  of 
1844,  which  I  have  described,  and  for  the  purposes  of 
comparison  I  give  the  Bank  return  for  the  week  ended  3tst 
May  1905. 

ACCOUNT  OF  LIABILITIES  AND  ASSETS  OF 
THE  BANK  OF  ENGLAND 

For  the  Week  ending  7th  September  1844. 
Dr.  Issue  Departmbnt.  Cr. 


Notes  iNMd  .. 


£38,331.993 


Govern meni  Debt     ..  11,01^,100 

Other  Secariiies       . .  2,984,900 

Cold,  Coin.aiut  Bullion  12,657,308 

Klver  Bullion  ..  1,694,087 


Dr. 


Bakking  Depakthbnt. 


Cr. 


£ 

Proprietors'  Capital  . .  14,353.000 

Rest   3.S64>799 

Public  Deposits        . .  3,630,809 
Other  Deposits. .       . .  8,64413411 
Seven  Day  and  other 

Bills  1^30.354 

£ 

Government  Securities 

Other  Securities      . .  7.833.616 

Gold  and  Silver  0^..  S57,7^ 

£3>.493,34a 

£ji,423.i40 

THE  BANK  OF  ENGLAND  RETURN. 
Week  ending  Wednesday,  31st  May  1905. 
(Vide  EoeniHg  Post,  3rd  June  1905.) 
Dr.  IssvE  Dbpartmbnt.  Cr. 


Note  Issue 


Dr. 


£ 

54.397.000 


£51.397.000  ' 


Govemmeiii  Debt 
Other  Securiiin 
GoU  .. 


£ 

ii,nij/NKi 
7,434.o«i 
35.948.0*1 


£m.397.«» 


Banking  Dbpartmknt. 


Proprietors'  Capital  . . 
Public  Deposits 
Otfa«r  DepOHts. . 
Rest 

Seven  Day  and  other 
Billa  


£ 

r4.533."» 
11,609,000 
41,614,000 
5,019,081 

£>i  ,001,000 


Cr. 

£ 


Govenrnient  Securities  13.750.nM> 

Other  Secuilties      ..  28,416.0^0 

Notes   04,897.000 

Coin   ii939.ooo 


£71,001^000 


The  leading  items  of  the  Bank  of  England  Return  mfford 

the  following  comparison  : — 

This  Week      Last  Week      Last  Year 

Bullion      . .      . .  35.948,000  3S>34>iOOO  30,918,000 

Reserve             ..  36,836^00  27,148^0  12,390,000 

Note  Cireulatira  ..  39,500,000  28,85i>ooo  18,708.000 

Depots     ..       ..  53,133,000  5'.9i4iODO  48,643,000 
Proportion  Reaerre 

to  Liabilitiea    ..  50-33  5**15  44*33 

Mmuy  Marktt. 
The  market  rate  of  discount  for  best  three  months'  billb 
is  i-i6th  lower,  at  2  i-t6th  per  cent.  The  Bank  of  England 
rate  is       per  cent.,  as  against  3  per  cent,  on  9th  March. 


If  you  look  at  the  total  note  issue  as  shown  in  the  return 
for  the  7th  September  1S44  you  will  see  that  it  was  exactly 
secured  by  assets  which  are  grouped  under  four  headings. 
The  first  two,  the  Government  Debt  and  Other  Secorities, 

total  ^14,000,000  exactly,  and  this  is  in  compliance  with 
clause  No.  a  in  the  foregoing  ritumi  of  the  Bank  Act  of 
that  year. 

If  you  now  transfer  your  attention  to  the  return  given 
under  the  date  of  31st  May  1905  yuu  will  see  that  the  total 
amount  of  the  note  issue  against  Government  Debt  ami 
Other  Securities  is  increased  to  abmjt  iS'a  millions,  and 
this  appears  to  conflic^^^^f,^^nf^3^i^^,  which 
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ptondes  that  it  must  not  exceed  ;£i4,ooo,ooo.  The 
expUnation  irill  be  fouad  on  reference  to  clause  5  of  the 
rimmi,  where  ire  read  Uiat  the  Issoe  Department  may 
iaciease  its  issue  against  securities  in  the  event  of  any 
banker  having  the  power  to  issue  on  the  6th  of  May  1844, 
subsequently  relinquishing  such  power  since  that  date. 
The  Governors  of  the  Bank  of  England  have  availed  them- 
selves of  that  right  to  the  extent  of  about  4^  millions. 
Vou  will  notice  that  the  Government  Debt  is  the  same  in 
1905  as  it  was  in  1844,  the  ^parent  reduction  of  £100  is 
due  to  the  fact  that  round  figures  only  ace  cabled  to  the 
ColoQies. 

The  rest  of  the  note  issue,  about  ;^36,ooo,ooo,  is  against 
sold  in  the  coffers  of  the  Issue  Department.  Please  note 
that  this  euormous  liability  of  the  Issue  Department, 
/'54,ooo,ooo,  is  payable  on  demand,  and  it  almost  staggers 
oar  imagination.  Some  of  my  hearers  with  a  turn  for 
statistical  figures  might  calculate  how  long  it  would  take 
to  exhaust  or  to  repay  this  liability  if  it  could  be  done  at 
the  rate  of  j^too'  per  minute  during  five  hours  per  day,  and 
I  think  they  would  be  surprised  at  the  result.  Although 
Ibis  liability  is  such  an  enormous  one,  a  glance  at  the 
assets  of  the  Issoe  Department  shows  that  it  is  perfectly 
safe,  and  could  be  met  with  ease.  As  a  matter  of  fact,  the 
active  circulation — that  is,  the  notes  in  the  hands  of  the 
public— amount  to  ^^30,000,000  only  (this  is  obtained  by 
deducting  tiie  notes  in  the  hands  of  the  Banking  Depart- 
ment) and  this  could  be  net  out  of  the  gold  reserve  of  the 
Issue  Department  without  disturbing  its  securities. 

The  Issue  Department  is  competed  to  issue  notes  in 
exchange  for  aovereigns,  Ux  gold  bullion,  whether  in  bars 
or  in  the  shape  of  foreign  coins,  and  it  accepts  the  gold 
at  the  rate  of       17s.  gd.  per  ounce. 

Turning  oor  attention  to  the  Banking  Department,  and 
taking  the  assets*  ride  first,  we  note  that  Government 
Securities  amounting  to  nearly  16,000,000  are  held.  These 
consist  of  Government  Stocks  of  various  kinds,  and  form  a 
liquid  asset  which  at  the  same  time  earns  a  steady  if  small 
income. 

The  beading  "Other  Securities,"  include  the  Bank's 
mvestraents,  other  than  those  in  Government  paper,  and 
uiclades  its  loans  and  its  advances  to  its  customers  (by 
<iiscoDnting  bills),  bill  brokers,  and  others. 

The  third  item  is  Notes,  ;£25,ooo,ooo,  and  these  are  notes 
vbich  have  been  received  from  the  Issue  Department  in 
ochange  for  secnrities,  and,  as  we  have  alrea^  seen, 
tb^  are  secured  to  the  extent  of  twenty  shillings  in  the 
pound. 

The  last  item  is  Coin,  which  figures  at  close  upon 
^2,000,000, 

Tuning  to  the  liabilities'  side,  we  see  that  the  Pro- 
}.netors"  Capital  is  stated  at  ;£i4,553,ooo,  and  you  will 
ooiice  that  this  is  unaltered  since  September  1844.  This 


seems  a  tremendous  amount  of  paid-up  capital,  although 
I  think  I  am  right  in  saying  that  it  is  not  so  large  as  the 
capital  of  the  Bank  of  France. 

The  public  deposits  amount  to  1,609,000,  and  this  item 
includes  the  accounts  of  the  vaiious  departments  of  His 
Majesty's  Revenue.  Other  deposits,  ;^4i.ooo,ooo,  are  the 
deposits  of  the  Bank's  customers,  comprising  private  indi- 
viduals who  have  an  account  at  the  Bank,  and  other 
bankers,  for  you  must  remember  that  the  Bank  of  England 
is  the  Bankers'  Bank. 

The  last  item  is  called  the  "Rest,"  and  it  corresponds 
with  what  is  usually  called  the  Reserve  Fund  in  other 
institutions,  although  the  amount  given  here  is  said  to 
include  "Seven  Day  Bills."  This  may  be  described  as 
Bank  drafts  payable  at  seven  days'  sight,  issued  to 
customers  for  their  convenience.  The  Reserve,  or  "  Rest," 
after  deducting  these  bills  on  31st  May  1905,  was 
;£3iOi9,oSi.  This  does  not  seem  a  very  large  Reserve  Fund 
in  view  of  the  tremendous  figures  we  have  been  dealing 
with,  but  I  would  point  out  that  the  Bank  premises,  which 
are  situated  in  the  very  heart  of  London,  on  what  is  per- 
haps the  most  highly  valued  block  of  land  in  the  world, 
are  not  included  amongst  the  Bank's  assets,  and  therefore 
they  constitute  a  secret  reserve  to  the  amount  of  their 
value. 

I  would  like  to  point  out  here  also  that  the  profits 
earned  by  the  Bank  are  not  sensational,  for  a  cutting  which 
I  have  before  me,  taken  from  the  Mereantilt  Kecerd  of 
April  this  year,  gives  an  account  of  the  meeting  of  the 
general  Court  of  the  Bank  of  England,  and  shows  that  the 
profits  for  the  half-year  just  ended  were  ^^658,000,  and  this 
provided  for  a  dividend  of  ^%  per  cent  for  the  half-year. 
The  Bank  Reserve. 

This  is  the  next  item  that  claims  our  attention,  and  I 
will  proceed  to  its  definition  straightaway. 

What  is  known  as  the  Bank  Reserve  is  obtained  by 
adding  together  the  notes  and  coin  of  the  Banking  Depart- 
ment. We  have  seen  that  the  notes  are  fully  secured,  and 
as  a  matter  of  fact  are  as  good  as  gold,  therefore  the  notes 
and  coin  of  the  Banking  Department  may  be  viewed  as 
its  gold  reserve  available  for  payment  of  its  liabilities. 

If  you  look  at  the  table  given  below  the  returns  for  May 
1905,  you  will  see  that  the  reserve  is  quoted  at  ^^26,836,000, 
and  you  will  see  that  this  agrees  with  the  total  notes  and 
coin  shown  on  ^e  assets'  side  of  the  Banking  Department. 
This  reserve  fluctuates  considerably,  it  increases  and 
decreases  as  the  result  of  ordinary  and  anticipated  causes. 
For  instance,  it  invariably  increases  at  about  the  end  of 
March  in  each  year,  as  the  result  of  the  fact  that  the  collec 
tion  of  taxes  is  made  at  this  time  of  the  year,  and  the 
money  flows  out  of  John  Bull's  pocket  into  the  Bank  of 
England  to  the  credit  of  the  Public  Deposits  Account- 
Then,  again,  it  is  a  remarkable  fact  that  the  exodus  fr 
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London  in  August,  when  the  whole  world  and  his  wife 
are  going  away  for  their  annual  holiday,  causes  an 
appreciable  drop  in  the  reserve,  due  to  the  holiday-makers 
taking  away  sufficient  gold  to  cover  their  expenses.  These 
flactuatioQs  are  expected,  cause  no  concern,  and  call  for 
no  action  on  the  part  of  the  Banh  authorities.  But  the 
gold  reserve  is  very  susceptible  to  attraction  by  foreign 
bankers,  and  is  apt  to  be  withdrawn  for  use  in  foreign 
countries,  when  rates  of  interest  are  higher  and  money 
more  valuable  on  the  Continent  than  in  England,  foreign 
bankers  will  withdraw  their  reserves  from  England  and 
invest  it  on  the  Continent.  Again,  if  the  balance  of  trade 
be  against  England — that  is,  her  imports  more  than  her 
exportii,  plus  interest,  freight,  &c.,  due  to  England — gold 
will  be  exported  to  settle  tbe  balance  of  trade  bills.  This 
exportation  of  gold  from  Kngland,  and  the  consequent 
decrease  of  gold  in  the  Bank  Reserve,  must  be  stopped  if 
possible,  for  if  allowed  to  continue  to  any  marked  extent 
it  would  result  in  a  shortage  of  gold  in  England  and  a 
shaking  of  credit  if  the  reserve  is  allowed  to  get  too  low. 
\'ou  will  notice  by  a  reference  to  the  table  already  given 
that  at  the  date  of  the  latest  return  the  reserve  was  50  per 
cent,  of  the  liabilities  of  the  Bank.  If  this  were  allowed 
to  drop  to,  say,  20  per  cent.,  it  would  affect  the  credit  of 
every  bank  in  England. 

But  you  may  say  this  is  undoubtedly  desirable,  but  how 
is  it  to  be  prevented?  If  foreign  bankers  wish  to  with- 
draw their  gold  from  England  to  employ  it  in  more  profit- 
able investments,  who  shall  gainsay  them?  And  if  the 
balance  of  trade  is  against  us,  must  we  not  pay  our  bills? 
This  brings  us  to  consider  the  next  subject  mentioned. 

The  Bank  Rate. 
This  is  the  instrument  by  which  the  Governors  of  the 
Bank  of  England  manipulate  the  money  market  to 
preserve  the  stability  of  the  Bank  Reserve.  At  the 
foot  of  the  Bank  return  given  above  you  will  see 
that  the  Bank  rate  is  2.%  per  cent.  This  is  the  rate 
at  which  the  Bank  is  prepared  to  grant  loans  and  dis- 
count first-class  bills  for  short  periods — not  exceeding 
seven  days.  The  Bank  Rate  is  generally  a  fraction  higher 
than  the  outside  rates  charged  for  loans,  and  it  also 
governs  or  affects  the  interest  which  is  allowed  on  Deposit 
Accounts,  these  latter  being  as  a  rule  1%  below  the  Bank 
Rate.  If  the  Governors  of  the  Bank  of  England  find  that 
the  reserve  is  getting  too  low  they  raise  the  rate,  and  the 
immediate  effect  outside  is  the  raising  of  rates  for  loans 
and  overdrafts  and  an  increase  in  the  amount  of  interest 
allowed  on  deposits.  The  former  prevents  or  discourages 
speculation  and  restricts  legitimate  trade  and  enterprise, 
and  causes  money  to  be  left  in  the  Bank  that  would  other- 
wise be  used  ia  business  ventures.  The  raising  of  the  rate 
of  interest  allowed  on  deposits  attracts  money  to  the  Bank, 
"nifln,  again,  a  high  Bank  Rate  makes  England  a  good 


market  for  money  and  discourages  the  export  of  gold  to 
the  Continent  or  to  other  countries,  or  if  it  is  raised 
sufficiently  will  even  attract  gold  to  England.  It  wiII,aIsQ 
turn  the  exchange  rates  in  favour  of  England,  and  may 
raise  them  to  the  point  at  which  gold  will  be  imported  into 
England.  It  sets  up  a  severe  competition  for  investment 
bills,  which  in  amount  will  quite  overshadow  ordinary 
trade  bills.  It  is  just  here  that  we  see  the  point  of  con* 
nection  between  the  Bank  Rate  and  the  question  of  foreign 
exchanges. 

Foreign  Exchange. 

This  term  arises,  and  is  used  in  considering  the  neces- 
sity for  and  the  method  of  settling  international  debts  by 
means  of  bills  of  exchange. 

Debts  arising  out  of  trading  and  other  transactions 
between  citizens  of  different  countries  are  expressed  in  the 
moneys  of  the  respective  countries,  and  in  seeking  a  settle- 
ment of  these  debts  the  relative  values  of  the  standard 
roins  of  each  country  must  be  arrived  at.  Therefore  the 
first  thing  to  be  done  is  to  ascertain  the  relative  value — 
taking  one  factor  only  into  consideration — and  that  is  the 
amount  of  standard  gold  in  each.  This  is  not  a  difficult 
calculation,  and  it  gives  us  what  is  known,  as  the  "  mint 
par  of  exchange."  I  am  speaking  now  of  countries  with  a 
gold  standard  of  coinage. 

To  put  it  in  another  form :  If  the  only  difficulty  were 
that  coins  of  foreign  countries  are  minted  in  different 
forms  from  ours,  called  by  different  names,  and  that  these 
unfamiliar  names  are  quoted  as  denominating  the  values 
of  goods,  then  a  simple  arithmetical  calculation  would  give 
us  a  fixed  table  of  relative  values,  provided  that  the  same 
metal  were  used  in  making  the  coins.  Surely,  if  an 
impecunious  athlete  can  have  the  exact  value  of  bis 
champion  long  jump  medal  expressed  in  pounds,  shillings, 
and  pence,  there  should  be  no  difficulty  in  obtaining  a 
quotation  for  a  bill  of  exchange  payable  in  francs  or 
dollars,  if  we  leave  out  of  account  the  cost  of  collecting 
the  same.  And  this  will  give  us  our  starting-point. 

I  have  referred  to  the  mint  par  of  exchange,  and  this 
term  means  the  relative  value  of  the  coins  of  different 
countries,  taking  into  consideration  only  the  amount  of 
standard  gold  contained  in  the  unit  of  value  of  each 
currency.  For  instance,  the  mint  par  of  exchange  between 
France  and  England  may  be  thus  stated :  — 

£,\  stg.  ...  as.aafr. 
In  other  words,  to  multiply  these  amounts  by  a  hundred 
to  get  rid  of  the  obnoxious  decimal  point,  I  would  say  that 
one  hundred  English  sovereigns  are  equal  to  2,522  francs. 
Dealing  similarly  with  the  mint  par  of  exchange  with  other 
countries  we  find  that  100  British  sovereigns  are  worth  486 
dollars  of  the  United  States  of  America,  or  3,043  tox^^  in 
Germany.  If  we  had  to  consider  the  mint  par  of  exchange 
only  there  would  be  very  little  trouble  in  the^uestion  of 
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(oie^  exchanges,  for  with  these  rates  before  us  it  would 
be  a  veiy  simple  matter  to  express  a  given  value  in  the 
coinage  of  any  country  having  a  gold  standard.  But  this 
is  not  so,  the  exchange  rat«s  are  continually  varying.  We 
have  to  consider  what  is  called  the  "  Course  of  Exchange," 
01  the  variable  rates  of  exchange. 

If  we  may  suppose  for  a  starting-point  that  to-day  a 
bill  drawn  on  a  French  banker  for  2,$2a  francs  is  worth 
liao,  we  might  find  that  to-raorrow  or  next  week  it  is 
worth  only  ^^98  185.,  or  possibly  that  it  is  worth  £100  2s. 
These  variations  are  always  expressed  in  the  same  way 
—namely,  the  nmnber  of  francs  that  equal  the  British 
sovereign,  and  these  may  range  from  about  35.12  to  about 
2;.3> ;  in  other  words,  according  to  the  state  of  the  motiey 
maiket  and  the  exchange  rates,  too  sovereigns  in  London 
may  buy  a  French  bill  for  any  number  of  francs  ranging 
>;om  2,51a  to  2,532. 

Bat  what  causes   these   variations?     I  shall  briefly 
indicate  two  of  the   causes.     The    first  is  the  relative 
mdebtedne&s  of  the  two  nations  arising  out  of  their  trading 
relations,  the  difference  between  total  exports  and  imports 
and  taking  into  account  freight  and  interest  due  and  money 
lent.  If  the  two  nations  could  be  viewed  as  two  huge  com- 
bines, and  the  result  of  all  transactions  put  tc^ether  was 
that  England  owed  France  a  large  balance  on  account,  the 
balance  of  trade  would  be  said  to  be  against  England.  It 
seems  to  me  that  if  this  were  the  only  factor  in  fixing 
etchange  rates  the  Bank  Rate  would  possess  little  or  no 
potency  in  affecting  such  rates  and  the  final  settlement 
would  have  to  be  made  by  shipping  gold  from  London  to 
}*aris.    T  would,  therefore,  mention  another  cause  of  the 
variations  in  the  exchange  rates — namely,  the  relative  value 
of  money  in  the  two  countries.   This  is  the  focal  point  of 
oor  subject  to-night.   We  have  seen  the  Bank  Rate  as  the 
index  of  the  value  of  money  within  England,  and  if  I 
.-an  make  clear  to  you  to-night  how  the  relative  value  of 
money  in  England  and  other  countries  affects  the  exchange 
tares  I  shall  have  fastened  the  last  coupling  of  oui 
seemingly  disjointed  subject. 

I  find  it  necessary  now  to  point  out  that  there  is  a  limit 
M  the  possible  variations  in  the  exchange  rates,  and  1  must 
4eal  with  this  very  briefly. 

Gold  could  be  transported  across  the  Channel  at  a  cost 
.1  about  Ss.  per  cent.,  and  this  marks  the  limit  in  the 
•anatioQ  of  tbe  exchan{[e  rates,  for  it  is  obvious  that  if 
'he  cost  of  settlement  of  an  account  by  means  of  bills  of 
cxrhuige  exceeds  83.  per  cent,  settlement  would  be  made 
viihoat  recourse  to  bills  by  sending  gold. 

Let  us  suppose  that  John  Bull  sends  to  Johnny  Craupaud 
r<fyis  worth  j^ioo.  The  Frenchman,  on  receipt  of  the 
^'jods  and  the  invoice,  goes  to  his  banker  and  buys  a  draft 
-tr  j^too^  and  as  the  exchange  rates  at  the  time  are  25.17 
'nscs  be  pnzcfaases  this  hill  for  25.17  francs,  and  remits  it 


in  settl«nent  of  the  debt.  This  is  very  cheap  for  the 
Frenchman,  ^d  he  says  London  bills  are  at  a  discount! 
I  have  shown  you  that  the  mint  par  or  normal  rate  of 

exchange  would  be  35.22  francs,  but  from  some  cause  or 
other  the  Frenchman  has  saved  5  francs  in  making  this 
settlements  Let  us  suppose  that  six  months  later  the  trans- 
action is  repeated,  and  again  John  Bull  sends  j^ioo  worth 
of  goods.  Once  again  our  Frenchman  goes  to  his  banker 
to  purchase  a  draft  for  £100,  and  the  banker  quotes  the 
rate  at  25.32,  which  means  that  the  purchaser  must  pay 
25.33  francs  to  affect  a  settlunent.  The  same  result 
would  be  arrived  at  if  instead  of  waiting  for  the  French* 
man  to  remit  a  draft  John  Bull  drew  on  him,  for  I  would 
point  out  that  exchange  rates  are  quoted  in  London  at 
the  same  rates  as  in  Paris.  In  each  case  John  Bull  wants 
to  draw  for  such  number  of  francs  as  will  produce  ;^ioo 
on  being  negotiated  in  London,  and  his  bills  would  be  for 
2,517  francs  and  2,532  francs  respectively,  which  amounts 
must  be  paid  by  the  Frenchman  on  presentation  of  the 
bill.  More  than  2,532  the  Frenchman  will  not  pay,  for  it 
would  suit  him  equally  well  at  this  point  to  send  gold. 
Having  given  this  illustration  I  will  now  submit  to  you  a 
list  of  exchange  rates  such  as  are  published  in  London 
from  day  to  day  showing  the  course  of  exchange.  These 
rates  are  fixed  at  the  Royal  Exchange,  and  represent  the 
price  for  tbe  day  arrived  at  by  bill  brokers  and  others  as 
the  natural  result  of  supply  and  demand.  We  shall  con- 
fine our  attention  to  the  Paris  rates,  and  I  would  now  call 
your  attention  to  the  fact  that  two  rates  are  supplied — 
namely,  a  "Cheque"  Rate,  which  is  known  as  the  "Short 
Exchange,"  and  the  "  Three  Months' "  Rate,  which  is 
known  as  the  "  Long  ET.change,"  and  you  will  notice  a 
considerable  difference  between  the  two. 

London  Coorsb  of  Exchange. 
Tuesday,  8th  September  1903. 


Amslerdam,  Rotterdam,  Sec  

DItio  ditto 

Antwerp,  Brussois,  &c  

Paris   

Ditto   

Marseilles,  Lyons,  &c  

Zurich.  Basle,  &c  

Hamburg,  Berlin,  and  German  Bauk 

Places   

St.  Petersburg   

Moscow   

Vienna,  Sic  

Madrid   

Other  Spaaisb  Bank  Places 

New  York  

Ditto   

Rome  and  Italian  Bank  Places  .. 
Lisbon  and  OpoRo . .  


Prices  as  negi  tiated 
Time    I         ''''s  ''^y 


From 


To 


short 
3  months 

Cheques  . 
3  uioiiths  < 


Demand 
60  days 
3  moulbs 


Suppose  that  on 
had  to  remit  j^ioo 


the  basis  of  t^e^l^ovQ^d,(J,g^ 
XI  to  a  mend  in  Paris  on  fSfe  8th 
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September  1903,  his  ;^ioo  would  buy  a  bill  payable  on 
demand  for  3,517  francs,  01  a  bill  payable  at  three  months' 
sight  for  2,532  francs.  If  he  sent  the  latter  his  friend  could 
discount  it  in  Paris  at  current  rates  and  the  net  proceeds 
would  be  2,517  francs.  Therefore,  there  is  absolutely  no 
difference  in  the  amount  which  John  Bull  would  pay,  or  in 
the  number  of  francs  which  his  friend  would  receive^ 
because  the  difference  between  the  short  rate  and  the  long 
rate  is  based  on  the  discount  rate  in  the  country  where  the 
bill  is  payable.  Any  alteration,  therefore,  in  the  Bank 
Rate  in  England  will  aiifect  the  difference  between  the 
long  and  the  short  rates  of  exchange.  A  high  Bank  Rate 
in  London  will  increase  the  difference  between  the  short 
exchange  and  the  long  exchange ;  for  instance,  we  might 
imagine  the  short  rate  between  Paris  and  London  to  be 
35.22,  and  in  consequence  of  a  high  discount  rate  in 
London  the  long  rate  is  25.  The  effect  of  this  would  be  to 
encourage  foreign  bankers,  who,  by  the  way,  are  always 
on  the  look-out  for  sach  a  state  of  affairs  to  invest  in 
English  bills.  There  would  be  very  eager  competition 
for  London  bills  at  the  long  rate,  for  a  Paris  banlcei  with 
money  to  invest  would  seek  to  buy  London  bills  at  25. 
He  would  hold  these  for  three  months  until  they  matured, 
and  then,  provided  the  rate  did  not  alter,  he  would  sell 
them  at  the  short  rate — namely,  25.22,  In  other  words,  he 
would  buy  a  bill  for  ;^i,ooo  for  25,000  francs,  and  three 
months  later  he  would  sell  it  for  25,220  francs,  his  profit 
being  220  francs.  Seeing  that  this  profit,  or  difference  in 
the  rates,  is  based  on  a  high  Bank  Rate  in  England,  which 
is  much  higher  than  the  ruling  rates  for  money  in  Paris, 
you  can  quite  understand  the  eagerness  of  Parisian 
bankers  to  purchase  these  bills  and  invest  their  money  to 
advanti^e.  And  it  is  this  eager  competition  for  investment 
bills  that  will  affect  the  exchange  rates  in  England's 
favour,  for  when  bills  on  London  are  eagerly  sought, 
prices  will  harden,  and  the  short  rate  may  be  expected  to 
move  in  favour  of  England,  and  may  go  as  high  as,  say, 
25.30.  This  movement  may  be  sufficient  to  overcome  the 
opposite  tendency  as  the  result  of  balance  of  ordinary 
trading  operations,  and  it  is  precisely  in  this  way  that  the 
Bank  Rate  affects  exchange  rates  and  causes  them  to  move 
in  a  direction  favourable  to  England.  If  persisted  in  it 
will  even  raise  the  rates  to  the  point  when  gold  will  com- 
mence to  flow  into  England,  and  the  rates  are  then  said 
to  touch  specie  point. 

Exchange  Sales  between  Australasia  and  England^ 

I  And  that  my  time  has  gone,  and  I  must  deal  very  briefly 
with  this  portion  of  the  question. 

In  some  respects  it  is  fairly  simple,  for  there  is  no 
currency  question  tu  complicate  it;  there  is  no  competi- 
tion for  investment  bills ;  in  fact,  there  is  no  great  com- 
■letition  for  trade  bills,  for  nearly  alt  the  purchase  and 


sale  of  bills  is  conducted  by  the  banks,  who  have  formed  a 
ring  or  combine  and  who  fix  uniform  prices. 

The  quotations  are  made,  not  in  relative  amounts,  but 
by  quoting  discounts  or  premiums  at  certain  rates  per  cent, 
for  buying  and  selling  trade  bills  and  bank  drafts.  In 
fixing  these  rates  there  are  several  points  to  be  taken  into 
account.  The  time  occupied  in  transit  makes  interest  an 
important  factor  in  this  connection.  It  way  be  of  interest 
to  point  out  that  recently,  when  the  Australasian  mail 
service  was  in  rather  a  chaotic  state,  a  cablegram  stated 
that  one  effect  had  been  an  alteration  in  the  exchange  rates. 
The  prices  of  our  staple  products  also  affect  the  exchange 
rates,  as  they  have  such  an  intimate  connection  with  the 
balance  of  trade  between  us  and  the  home  markets.  The 
ruling  rates  for  money  in  the  Colonies  must  also  be  con- 
sidered. Let  us  take  the  Wellington  rates  on  London  at 
present.   They  are:  — 

Bujrlnft  Stflling 
Sigbt        ..Par  19/6  pcem. 

30  daya      ..       7/6  per  cent.  dis.  7/6  pram. 

60  days  per  cent.  dis.  3/6  pr«m. 

go  days 

Please  understand  that  these  are  given  from  the  Bank's 
standpoint,  and  when  we  speak  of  tht  selling  rate  we  mean 
the  rate  at  which  the  Bank  will  sell  a  draft  on  London. 
I  have  known  this  to  cause  confusion  to  students  often, 
for  naturally,  looking  at  the  thing  from  their  own  stand- 
point, and  seeing  that  they  intend  to  buy  a  draft  from  the 
Bank,  they  think  of  it  as  a  buying  rate.  If  I  wish  to  obtain 
a  draft  payable  in  London  for  ;^too  I  must  pay 
j^ioo  12s.  6d.  for  it,  if  it  is  to  be  payable  at  sight.  In 
other  words,  the  Bank  will  sell  me  a  bill  foi  £100  at  a 
premium  of  12s.  6d.  If,  however,  a  draft  payable  in 
London  at  thirty  days*  sight  will  suit  me  it  will  be  sold 
at  a  premium  of  7s.  6d.  per  cent,  only,  whilst  a  bill  pay- 
able at  sixty  days'  sight  may  be  obtained  at  a  premium  of 
25.  6d.  per  cent. 

See  if  I  can  make  clear  my  statement  that  the  time 
occupied  in  transit  makes  interest  a  factor  in  fixing  these 
rates,  and,  as  I  am  speaking  to  accountant  students,  it 
should  be  easy  to  explain  the  entries  made  by  the  Bank. 
When  I  purchase  a  sight  draft  for  £100  I  pay  £100  las.  6d. 
and  the  entries  made  by  the  Bank  are:  — 

Cash  Account  Dr.,  £100  iss.  6d. 

Cr.  Exchange  Account,  12s.  6d. 

Cr.  lAndon  drafts  in  transit,  £100. 

About  a  month  later,  on  the  day  when  Wellington's  advice 
of  this  transaction  reaches  Jx>ndon,  an  entry  is  passed 
crediting  "London  Office"  in  current  account  and  debit- 
ing "London  Drafts  in  Transit."  This  entry  will  increase 
the  balance  of  London  Office  Account  (a  liability)  by  £xoo. 
and,  of  course,  interest  is  charged  on-this  balanoe  between 
the  two  offices.  Digitized  by  LjOOQ IC 
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In  Ihe  present  instance  you  will  notice  that  Wellington 
Office  has  had  the  use  of  the  ^^loo  for  a  month  without 
interest.  If,  however,  I  purchase  the  sixty  days'  draft  I 
mast  pay  a  premium  of  2S.  6d.  The  same  entry  is  made  as 
before,  except  that  exchange  is  credited  with  2S.  6d.  only. 
But  it  is  about  three  months  before  the  entry  is  passed 
transferring  the  j^ioo  from  "  London  Drafts  in  Transit  "  to 
~  London  Office  "  Account,  and,  therefore,  three  months  in 
all  before  interest  starts  to  run  in  favour  of  London.  You 
will  see  therefore  that  the  difference  in  exchange  represents 
interest  at  the  rate  of  about  3  per  cent,  per  annum.  But 
suppose  that  instead  of  wishing  to  send  a  draft  to  London 
I  wish  to  draw  on  a  firm  in  London  in  connection  with  a 
shipment  of  wool.  I  receive  my  shipping  documents  and 
attach  them  to  a  bill  of  exchange  for  £100,  drawn  on 
Smidi  ft  Brown,  I.ondon.  I  take  this  to  the  Bank  for 
negotiation,  and  find  that  their  buying  rate  for  bills  of 
exchange  is  par,  therefore  I  receive  £100.  The  Bank 
debits  "British  Bills  in  Transit  "  ;^ioo,  and  credits  Cash. 
About  a  month  later  a  transfer  entry  is  passed  debiting 
London  Office  and  crediting  "British  Bills  in  Transit," 
and  once  again  the  entry  in  London's  books  and  in  the 
books  at  Wellington  are  synchronous.  If,  however,  1  draw 
on  my  London  firm  at  sixty  days'  sight,  the  Bank  will  only 
purchase  it  from  me  at  a  discount  of  12s.  6d.  Seeing  that 
it  would  be  about  three  months  before  they  could  pass  the 
amoant  to  the  debit  of  the  London  office,  and  so  save 
interest  on  that  amount,  and  that  they  have  been  out  of 
pocket  meantime,  it  is  obvious  that  interest  is  taken  into 
acconnt  wb^n  fixing  this  discount. 

In  London  the  rates  on  Wellington  are  reversed.  London 
buys  s^ht  drafts  at  a  discount,  and  sells  sight  drafts  at 
about  par. 

I  find  now  that  my  time  has  completely  gone,  and  I  am 
unable  to  do  more  than  just  hint  at  a  branch  of  the  present 
part  of  the  present  subject,  on  which  I  hoped  to  say  some- 
thing—viz.. Exchange  Rates  between  America  and  Aus- 
tralia. I  would,  however,  point  out  one  rule  which  may 
often  throw  light  on  an  apparently  difficult  problem,  or 
help  a  student  when,  as  often  happens,  the  examiner  has 
purposely  or  inadvertently  given  the  question  in  a  hazy 
form.  Remember  that  a  merchant  exporting  goods  is 
always  paid  in  the  currency  of  his  own  country. 

If  an  American  has  alternative  methods  of  drawing  for 
10,000  dollars,  on  an  Australian  firm,  he  will  receive 
■0,000  dollars,  although  the  amount  to  be  paid  by  the 
Australian  firm  may  vary,  according  to  the  different  means 
ot  settlement  adopted.  The  American  receives  dollars  and 
the  Australian  firm  pays  in  pounds  sterling.  The  English- 
nan  who  exports  to  France  receives  pounds  sterling,  and 
the  Frenchman  pays  in  francs.  But  in  every  case  the 
Exporter  receives  bis  invoice  price  in  his  own  money. 


It  only  remains  now  for  me  to  thank  you  for  your  close 
attention,  and  to  express  the  hope  that  my  lecture  this 
evening  may  have  been,  if  not  interesting,  at  least 
profitable. 


XCbe  field  of  acconntanci?. 


By  David  Kiklev,  l'h.D. 


SoMK  time  ago  I  had  occasion  to  try  to  get  an  adequate 
and  correct  idea  of  the  duties  of  public  accountants.  In 
order  to  get  the  benefit  of  expert  advice,  letters  were  sent 
to  forty  or  fifty  accountants,  asking  them  to  define  the 
term  "public  accountant."  Between  thirty  and  forty 
replies  were  received,  and  they  form  the  basis  of  this 
article. 

As  is  nsual  in  such  cases,  a  good  proportion  of  the 
answers  are  not  usable.  Of  the  answers  which  may  be 
regarded  as  good  definitions,  in  the  proper  sense  of  that 
term,  the  following  are,  perhaps,  the  best  examples :  — 

(t)  "The  public  accountant  is  a  professional  man  whose 
"  services  are  devoted  to  organising,  examining,  and  report- 
"ing  upon  any  and  all  classes  of  accounts  ....  with 
"the  object  of  so  systematising  them  that  the  maximum 
'information,  pertinent  to  their  purpose,  may  be  obtained 
'  at  the  minimum  cost  of  time  and  effort ;  that  of  examining 
"to  ascertain  whether  the  results  shown  at  any  given 
"  period  are  correct  and  in  accordance  with  all  the  relative 
"  facts  obtainable ;  and  of  reporting  to  furnish  his  client 
"with  a  disinterested  impartial  narrative  of  bis  findings  as 
"  the  result  of  such  an  examination." 

(a)  "  The  principal  futtction  of  a  public  accountant  is  the 
"study  of  the  method  emplt^ed  in  conducting  the 
"financial  operations  of  a  business,  and  thereupon  design- 
"ing  such  a  system  of  accounts  as  will  afford  ready 
"information  of  the  amounts  of  money  received  and 
"expended,  consistently  classifying  such  amounts  under 
"proper  heads,  so  that  the  proprietor  or  manner  of  a 
"business,  may  be  enabled  through  comparisons  of  the 
"figures  so  presented  to  direct  the  operations  of  manu- 
"facturing,  buying,  or  selling,  in  a  manner  which  shall 
"eliminate  unnecessary  expenses  or  losses,  or  shall  add  to 
"the  receipts  or  profits." 

(3)  A  public  accountant  is  "one  who  ....  has  the 
"  ability  to  render  professionally  services  in  inaugurating 
"and  simplifying  systems  of  accounts,  as  well  as  verifying 
"and  clearly  reporting  upon  business  conditions  as 
"revealed  by  the  recorded  transactions  of  the  accounts 
'■under  review," 

(4)  "A  public  accountant  is  . a  person  possess^  of  a 
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"thoiough  knowledge  ot  the  principles  underlying  busi- 
"ness  methods  and  the  best  ways  in  which  to  express 
"  those  principles  in  the  books  and  other  constituent  parts 
"of  the  office,  the  factory,  and  all  other  departments  of  the 
"entire  business,  so  as  to  make  them  work  together  as  a 
"harmonious  whole,  to  the  end  that  all  the  information 
"concerning  each  detail  of  the  business  and  of  the  grand 
"total  of  results  may  be  ascertained  with  the  greatest 
"possible  accuracy,  promptness,  and  economy  of  labour. 
"This  presupposes  the  ability  to  detect  errors  of 
"omission  and  of  commission  and  to  apply  the  proper 
"  remedies." 

(5)  The  following  is  a  description  rather  than  a  defini- 
tion, and  has  been  condensed  for  the  present  purpose  :  — 

"A  public  accountant  is  one  who  .  .  .  renders  pro- 
fessional services  of  the  following  kind  :  — 

(a)  To  devise,  instal,  and  supervise  the  administration 
of  systems  of  accounts  adapted  to  the  administrative 
needs  of  a  business,  public  or  private. 

{b]  To  audit  or  critically  examine  systems  of  accounts 
as  a  means  of  determining  the  correctness  of  bookkeep- 
ing results,  and  to  report  ....  the  operative 
results,  the  gains  and  losses,  the  distribution  in  divi- 
dends of  net  profits  or  surplus  of  a  '  going  concern,'  or 
the  distribution  of  an  estate  on  '  winding-up.' 

{c]  To  make  special  reports  pertaining  to  any  matter  or 
aspect  of  a  business  involving  financial  analysis." 

One  or  two  correspondents  refer  to  an  excellent  descrip- 
tion of  accountant's  work  given  by  Mr.  A.  L.  Dickinson  in 
Tie  Aeeountant,  February  36  1902.  I  give  a  condensed 
statement  of 'Mr.  Dickinson's  description:  "A  public 
"  accountant  is  not  merely  a  bookkeeper,  a  statistician,  or  a 
"man  of  figures,  nor  only  a  good  man  of  business,  but  if 
"he  be  successful  in  his  profession  he  must  combine  all 
"these  qualifications,  and  in  addition  have  a  general 
"knowledge  of  all  industrial  undertakings,  of  the  forms  of 
"accounting  most  suitable  to  each,  and  of  the  general  prin- 
"ciples,  both  legal  and  economical,  which  govern  them. 
"The  training  referred  to  above  is  only  the  first  step  to 
"the  attainment  of  auch  a  position.  .  .  Mr.  Dickin- 
son classifies  the  work  of  an  accountant,  noting  as  the 
principal  things:  — 

(i)  The  audit  of  accounts,  entailing  such  examination 
as  will  satisfy  him  that  the  accounts  laid  before  him 
ate  substantially  correct  and  enable  him  to  certify  to 
this  effect.  .  .  . 

fa)  The  establishment  of  systems  of  bookkeeping  and 
Cost  Accounts.   .   .  . 

(3)  The  investigation  of  the  accounts  of  firms  and  com- 
panies with  a  view  to  certifying  the  profits  or  verify- 


ing the  assets  and  liabilities  on  conversion  of  the 
same  into  public  or  private  corporations. 

The  author  further  enumerates,  as  co-ordinate  functions, 
the  investigation  of  frauds,  supplying  trained  assistants, 
examinations  on  the  occasion  of  changes  in  the  corporate 
character  of  a  business,  examinations  in  bankruptcy  pro- 
ceedings, executors'  accounts,  &c.  But  such  an  enumera- 
tion, though  very  helpful,  is  hardly  necessary  in  a 
definition.  The  character  of  an  accountant's  work  is  what 
we  want  to  describe,  irrespective  of  the  particular  kind  of 
business  in  which  it  may  happen  to  be  applied.  The  nature 
of  his  work  is  not  changed  by  the  use  to  which  his  results 
are  put.  The  same  objection  lies  against  the  following 
description,  aside  from  its  being  tautological:  — 

[a]  "The  making  of  audits  ....  as  an  aid  in 
determining  the  efficiency  and  fidelity  of  employees, 
departmental  profits  or  losses,  and  in  shaping  future 
business  policy. 

\b)  The  making  of  a  Balance  Sheet,  or  a  statement  of 
the  assets  and  liabilities  of  any  business,  show- 
ing  ....  its  true  financial  condition. 

{e)  The  making  of  a  prospectus  of  a  proposed  com- 
mercial undertaking  or  consolidation. 

(d)  Devising  systems  of  accounts  for  businesses  and 
industries  of  different  kinds,  suited  to  their  particular 
needs. 

(«)  The  investigation  of  the  accounts  of  persons  whose 
official  conduct  may  be  under  suspicion. 

(/)  The  making  and  procuring  accurate  inventories  and 
statements  of  account  in  receivership  proceedings,  bank- 
ruptcy cases,  probate  matters,  ftc. 

{g)  Actuarial  work  for  life  insurance  companies. 

(A)  General  work  relating  to  the  finances  of  munici- 
palities and  states,  embracing,  among  other  things,  the 
levying  and  apportioning  of  taxes  and  special  asseBS- 
ments,  the  issuance,  refunding,  and  retiring  of  bonds 
and  debentures,  &c." 

The  following  is  shorter,  but  just  as  complete; — "A 
"public  accountant  is  a  person  skilled  in  accounts  and 
"commercial  usages,  who  offers  bis  services  not  exclu< 
"sively  to  one  or  more  persons  or  organisations,  but 
"  generally  to  whosoever  wishes  to  engage  him  for  the  pur- 
"pose  of  (d)  auditing  accounts;  {b)  making  any  required 
"examination  of  accounts  to  establish  questions  of  fact, 
"such  as  assets,  liabilities,  costs,  or  profits ;  or  [c)  design- 
"ing,  installing,  or  advising  in  reference  to  a  system  of 
"accounts  with  forms  specially  adapted  to  a  given  busi- 
"ness  ;  [d)  giving  testimony  or  advice  as  to  conditions  and 
"practices  existing  in  the  conduct  of  business  affairs.** 

The  following  definit^o  ^|g^^^^|Q^:^unting 
officer  of  long  and  varied  experience: — ^Acto^tancy  is 
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'tbe  accurate,  tmthful,  and  scientific  expression  of  trans- 
"actions  in  current  and  generally  understood  and  accepted 
'form  and  terminology,  for  purposes  of  information, 
'r^ulation,  and  protection  against  loss;  and  the  critical 
'review  and  verification  of  such  expression."  This 
definition  goes  beyond  financial  statistics.  The  author  of 
it  remarks,  in  a  comment,  "  It  may  be,  often  is,  desirable 
'to  fceep  accounts  so  as  to  reflect  the  performance  of  an 
"animal  or  a  group  or  herd  of  animals  ;  or  the  workings  of 
"a  farm  or  mine,  or  a  particular  section  of  a  farm  or 
^miae  ;  or,  again,  of  a  machine  or  a  group  of  machines." 

To  define  the  work  of  an  accountant  in  so  broad  a  way 
:$  to  identify  him  with  an  expert  general  statistician.  The 
accountant  is  doubtless  an  expert  statistician,  but  a 
statistii-'ian  whose  work  is  confined  to  a  particular  field  of 
statistics. 

These  definitions  show  considerable  differences  in 
emphasis.  While  all  agree  that,  whatever  else  be  does, 
tbe  accountant  must  examine,  organise,  and  report  upon 
systems  of  account,  some  lay  emphasis  on  the  mere  ability 
to  examine  and  certify  the  correctness  of  accounts,  while 
others  regard  the  power  to  devise  and  instal  systems  as 
the  more  important  feature.  Still  others  lay  emphasis 
upon  the  importance  of  a  knowledge  of  business  methods 
ur  upon  legal  knowledge.  Some  fail  to  distinguish 
between  the  character  of  the  accountant's  work  and  the 
lines  in  which  it  may  be  applied.  If  his  work  is  the  same, 
it  makes  no  difference  whether  it  is  done  in  connection 
with  Trnst  Accounts,  Bankruptcy  Accounts,  or  the 
Accounts  of  a  Manufactory,  It  is  not  necessary,  therefore, 
i'>  make  a  long  enumeration  of  the  applications  which 
an  acconntant  may  make  of  his  knowledge. 

From  what  has  been  said,  it  is  evident  that  even  the 
accountants  themselves  are  hardly  able  to  describe  with 
accuracy,  and  certainly  not  with  unanimity,  the  scope  of 
their  duties.  This  fact  is  probably  due  in  part  to  the  new> 
oess  of  tbe  profession  and  to  the  absence  of  a  legal 
definition.  Anybody  who  has  a  slight  knowledge  of  book, 
keeping  and  collateral  snbjects  may  call  himself  an 
acconntant,  or  an  expert  accountant,  and  if  he  offers  his 
services  to  the  public  he  may  advertise  as  a  public 
accountant.  If  he  is  to  be  a  certified  public  accountant, 
he  must  pass  examinations  in  certain  subjects  prescribed 
law.  Hence  the  knowledge  of  these  subjects  may  be 
ukfQ  as  the  requirements  of  the  law  for  determining  the 
scope  of  knowledge  and  work  of  the  public  accountant. 
The  subjects  generally,  if  not  uniformly,  prescribed  are 
I'ractical  Accounting,  Auditing,  Theory  of  Accounts,  and 
Commercial  Law.  But  we  are,  perhaps,  not  brought  by 
:his  statement  any  nearer  a  clear  and  definite  conclusion 
as  to  the  scope  of  tbe  accountant's  duty ;  for  the  law  does 
cjt  describe  for  us  what  is  meant  by  practical  accounting 
ud  theory  of  accounts.   What  is  accounting?   If  we  can 


a^ee  as  to  this,  of  course,  it  is  easy  to  define  an  account- 
ant and  a  certified  public  accountant. 

It  is  a  venturesome  thing  for  a  layman  to  try  to  describe 
the  work  of  a  group  wdiose  own  doctors  do  not  quite  agree. 
If,  however,  we  may  try  to  do  so  on  the  basis  of  the  points 
of  agreement  in  the  various  definitions,  we  might  describe 
an  accountant,  briefly,  as  an  expert  in  tlho  field  of 
financial  statistics,  whose  work  is  to  exhibit  in  appropriate 
statistical  form  the  organiaatibn  and  condition  of  any 
business  ;  to  interpret  his  own  exhibits  so  as  to  determine 
whether  or  not  the  business  is  harmoniously  organised ; 
whether  the  distribution  of  expense  and  income  among  its 
various  divisions  is  the  best  possible,  under  the  circum- 
stances, and,  if  not,  what  modifications  should  be  made. 

In  the  above  definition  the  accountant  might,  in  the 
first  place,  make  the  original  entries,  although  this  is  not 
necessary.  So  far  as  he  does  so,  his  work  is  that  of  a 
bookkeepir.  This  part  of  the  work,  however,  bears  the 
same  relation,  in  a  general  way,  to  accounting  work  proper 
that  the  work  of  a  census  collector  does  to  that  of  the 
worker  who  tabulates  and  interprets  his  results.  Book- 
keeping is  not  accounting,  any  more  than  statistics 
collecting  is  statistical  interpretation. 

Tn  the  second  place,  under  this  definition,  the  work  of 
tbe  accountant  is  to  determine  whether  original  entries 
are  ct»rrect  and  correctly  represent  the  particular  business 
organisation  and  its  condition  as  to  profitableness,  &c. 
Here  the  accountant  performs  bis  duty  as  an  auditor. 

The  third  phase  of  the  accountant's  work  is^o  determine 
and  show  from  the  accounts  of  a  business  whether  it  is 
harmoniously  organised,  and  whether  the  distribution  of 
expenditures  and  income  among  its  various  divisions  is  the 
best  possible  under  the  circumstances.  In  this  capacity 
the  accountant  is  an  expert  adviser  on  bu«ness  organisa- 
tion and  its  conditions.  He  is,  so  to  speak,  a  financial 
physician.  In  this  capacity  he  requires  a  wide  knowledge 
of  business  organisation  and  methods,  a  knowledge  of  com- 
mercial law,  and  sufiicient  technical  knowledge  to  enable 
him  to  determine  when  to  call  in  the  expert  in  other  lines, 
such  as  the  engineer  and  the  lawyer. 

Further,  it  is  the  business  of  the  accountant  to  invent 
and  adapt  financial  or  accounting  systems  to  particular 
businesses.  In  this  work  he  may  be  compared  with  the 
statistician  preparing  his  schedules. 

The  above  divisions  of  work  include  all  the  generic 
details  mentioned  in  the  descriptive  definitions  before 
given.  The  accountant  wilt  make  audits  of  all  kinds  of 
accounts  and  papers  of  persons  charged  with  the  care  of 
moneys,  stores,  &c.,  to  test  the  honesty  and  the  efficiency 
of  the  employees,  to  show  ^^^^^  ^jQpQj^re"* 
soundness  of  policy,  to  prepare  prospectuses  of  co£meTC' 
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undertakings,  devise  systems  of  accounts,  &c.  This  work 
he  may  perform  in  any  sphere  to  which  it  is  applicable. 

May  we,  then,  briefly  describe  the  accountant  as  an 
expert  in  financial  statistics  with  a  knowledge  of  business 
oi|[aiiiaation  in  general,  and  with  the  ability,  therefore,  to 
understand,  devise,  and  apply  statistical  schemes  and 
forms  to  any  business  organisation  with  reference  to 
internal  structures,  its  technical  capacity,  and  its  legal 
relations  ?  Such  work  cari  be  done  only  by  a  man  who  is 
thoroughly  trained  in  statistical  theories  and  mettiods,  so 
far  as  they  deal  with  financial  organisation,  who  is  well 
acquainted  with  the  principles  of  business  organisation, 
technical  and  legal,  and  can  express  these  in  figures;  who 
can  interpret  such  presentation  when  made  by  Ibam  and 
can  frame  appropriate  schemes  of  his  own.  In  the 
requirement  of  the  law  he  must  be  "skilled  in  theory  and 
practice  of  accounts,  commercial  law,  and  auditing." 

A  word  or  two  may  be  added  as  to  the  significance  of  the 
word  "public"  in  the  phrase  "public  accountant."  The 
public  accountant  is,  of  course,  one  whose  services  are 
open  to  anyone  in  the  line  of  his  business.  The  use  of  the 
word  in  this  sense  is  rather  unfortunate.  We  do  not  speak 
of  a  public  lawyer,  or  a  public  doctor,  as  distinguished 
from  the  lawyer  or  doctor  employed  permanently  by  a 
private  firm  or  corporation  ;  still,  there  is  sanction  for  this 
use  of  the  term,  and  it  probably  has  come  to  stay. 


Reserve  f  nnbs. 


By  WiLLtAU  HtCKLEY  GUNDKY,  F.I.A.N.Z. 


Delivered  before  the  Christchurch  Accountants'  Student 
Society,  19th  June  1906. 


Sinking  Funds,  Reserves,  and  Reserve  Funds  have  of 
late  years  been  the  subject  of  much  thoughtful  delibera- 
tion, and  have  called  forth  many  expressions  of  opinion. 
It  is  my  intention  to  bring  before  you  in  as  concise  a  form 
as  possible  the  practical  meanings  of  each — how  they  are 
originated  and  for  what  purposes  they  can  be  used  in 
different  financial  concerns. 

If  I  am  led  to  introduce  a  little  local  element  with 
regard  to  controversies  on  the  subject  which  have  occurred 

in  New  Zealand,  it  is  only  to  emphasise  my  classification 
and  variation  in  the  character  of  the  three  designations. 

Sinking  Funds  are  principally  confined  to  the  accounts 
of  public  bodies,  or  business  accounts,  where  special  loans 
re  obtained  for  any  particular  purpose,  and  in  many  cases 


a  condition  is  attached  to  the  terms  of  the  granting  of  the 
loan  tbat  a  specific  sum  shall  be  placed  aside  yearly,  so 
that  at  the  expiration  of  the  term  of  the  loan  a  "  reasonable 
sum  "  shall  have  accumulated  in  a  given  form  towards  the 
repayment  of  the  loan  obtained  under  that  particular 
agreement.  This  "reasonable  sum  "  cannot  be  absolutely 
guaranteed  in  amount,  as  the  rate  of  interest  to  be  earned 
and  compounded  can  only  be  estimated.  Some  of  our 
local  Sinking  Funds  have  at  times  produced  7  per  cent., 
at  others  only  2}4  per  cent.,  thus  fluctuations  in  the  value 
of  money  must  materially  affect  the  ultimate  Sinking  Fund 
in  a  term  of,  say,  30  to  50  years. 

As  an  actuary,  I  have  on  several  occasions  been  called 
upon  to  calculate  Sinking  Funds  at  a  given  rate  of  interest 
to  cover  loans  by  public  bodies.  I  have  always  thought 
it  necessary  to  qualify  my  reports  with  a  clause  calling 
attention  to  possible  fluctuations  in  the  value  of  money. 

Loans  on  the  Consolidated  Revenue  of  the  State 
(Consols)  are  now  usually  raised  without  any  allusion 

to  Sinking  Funds,  it  being  tacitly  understood  that  such 
loans  will  be  renewable  at  future  values  of  money. 

Some  months  ago  there  was  a  local  discussion  as  to 

what  had  become  of  a  certain  borough's  Sinking  Fund. 
The  answer  to  tfie  accountant  is  very  simple,  if  one  only 
looks  back  to  the  conditions  attached  to  the  origin  of  the 
loan  with  the  conditions  of  the  Sinking  Fund  to  accrue. 

In  this  case  the  published  terms  of  the  loan  provided 
that  rents  of  certain  landed  reserves  owned  by  the  borough, 
together  with  a  rate  of  one  farthing  in  the  £  on  the  rate- 
able value  of  the  district,  should  be  set  aside  to  secure 
(1)  the  cost  of  collecting  the  rate  and  other  costs,  (2)  the 
payment  of  the  interest  on  the  loan,  and  (3)  the  formation 
of  a  Sinking  Fund  for  the  repayment  of  the  loan  (or  a 
portion  thereof)  at  the  due  date. 

No  other  assets  were  pledged  as  against  the  Interest  and 
Sinking  Fund.  Of  course,  the  loan  by  Act  of  Parliament 
is  chargeable  on  the  capital  value  of  the  borough. 

'I'he  Reserves  for  a  time  depreciated  in  rental  value,  and 
the  rateable  value  of  the  district  also  fluctuated,  with  the 
result  that,  after  payment  of  the  costs  and  interest,  there 
was  on  some  occasions  insufficient  to  meet  the  proposed 
apportionment  for  the  Sinking  Fund. 

A  separate  account  was  kept  of  the  sums  pledged 
against  this  loan.  Whether  the  account  should  be  simply 

kept  in  the  borougii  books,  or  invested  in  a  distinct  Bank 
Account,  or  placed  in  the  hands  of  a  commissioner,  does 
n'lt  appear  to  have  been  mentioned,  or  to  have  interested 
the  Government  auditor ;  in  fact,  without  a  specific  agree- 
ment, the  Council's  opinion  as  to  the  manner  in  which 
it  should  be  dealt  with  was  entirely  open.  Some  of  us 
have  had  experience  of  the  fact  that  a  bank  Ls  ^ot  neces- 
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sarily  the  safest  place  for  a  credit  of  this  description,  as 
banks  even  have  beei^  known  to  fail. 

It  is  nsnali  and  possibly  the  safest  plan,  to  invest  such 
funds  in  the  names  of  commissioners,  otherwise  trustees, 
OS  approved  security.  I  m^y  say  that  in  the  above  case  all 
that  bad  been  pledged  was  duly  accounted  for. 

SinkiDg  Funds  may  be  used  in  commercial  transactions 
as  well  as  in  trusts.  For  instance,  it  may  be  made  a  con- 
dition of  sale  or  loan  that  certain  fands  shall  be 
periodically  invested  in  a  separate  concern,  bank,  or  invest- 
ment company,  to  meet  the  goodwill  or  the  terminating 
lease  of  a  property ;  in  which  case  the  sum  allocated  and 
earmarked  would  be  debited  to  Profits  and  carried  to  the 
credit  of  a  Depreciation  Account,  and  an  equivalent  sum, 
in  cash,  paid  away  and  debited  to  Sinking  Fund. 

Thus  the  entries  would  appear  on  both  sides  of  the  com- 
mercial Balance  Sheet — on  one  side  the  accumulated 
fund  and  on  the  reverse  the  investment  thereof.  This, 
however,  will  be  better  understood  after  the  perusal  of  my 
remarks  on  Reserves  and  Reserve  Funds. 

We  find  many  erroneous  opinions  expressed  by  business 
men  as  to  what  constitutes  a  Reserve  in  a  commercial 
Balance  Sheet,  and  the  purposes  to  which  it  can  be  appro- 
priated. I  will  deal  with  the  Reserve  in  a  public  com- 
pany ;  whether  limited  in  liability,  unlimited,  or  no 
liability  does  not  affect  the  problem. 

It  has  been  laid  down  by  some  authorities  that  a  Reserve 
can  only  be  made  out  of  Capital !  True  in  a  sense ;  but 
only  through  an  increase  of  the  corpus  through  Profit  and 
J  JOSS  Account — «.«.,  the  periods  transactions  show  that  a 
given  profit  has  been  made;  this  profit  is  proved  by  the 
fact  that  the  assets  have  inoeased  sufficiently  over  the 
liabilities  to  represent  an  equivalent  to  the  profit  claimed 
to  have  been  made.  Whether  the  additional  asset  is  in 
•"ash,  land,  or  stock,  it  may  be  impossible  to  say,  but  as 
the  sbaiehcdders  or  partners  do  not  require,  or  wish,  the 
whole  of  the  earnings  to  be  paid  in  a  dividend  to  them 
at  that  particular  time,  they  can  by  resolution  have  a 
p-jition  thereof  carried  to  Reserve  {this  Reserve  can  be 
qualified  by  the  articles  of  association  of  the  company),  a 
part  may  be  paid  in  divulends,  and  the  balance  (if  any) 
carried  forward  in  open  account  for  the  free  disposal  of  the 
4irectors  in  the  following  year.  The  Reserve  thus  created 
IS  therefore  represented  by  an  asset  included  in  the  total 
assets  of  the  company  (undefinable,  iitt  there,  always  sup- 
p-iiing  that  the  assets  actually  exist,  and  are  not  over- 
Taltied|.  It  will  be  seen  that  this  Reserve  is  so  much 
andttided  profit  placed  aside  for  future  use. 

In  one  of  our  leading  companies  in  this  city  the  articles 
of  asiociation  provide  that  the  Reserves  so  formed  shall 


be  used  by  the  directors  for  the  equalisation  of  future 
dividends  without  reference  to  the  shareholders. 

In  general,  however,  if  the  shareholders  have  once 
passed  a  Balance  Sheet  which  transfers  a  portion  of  ttie 
profits  to  Reserve,  it  is  only  by  a  vote  of  the  shareholders 
that  the  Reserve,  or  a  portion  thereof,  can  be  returned  for 
dividend  purposes  to  the  Profit  and  Loss  Account  from 
which  it  originated. 

Hiis  law  has  been  acted  upon  in  several  instances. 
Many  of  onr  eminent  business  men  appear  to  look  askance 
at  a  Reserve  in  a  Balance  Sheet  as  something  not  very 
tangible,  unless  specifically  invested  as  such. 

A  gentleman  recently  said  to  me,  *I  shall  not  be  satisfied 

"that  our  Reserve  actually  exists  until  I  see  the  deeds  of 
"  our  premises  free."  I  quite  admired  the  soundness  of  his 
finance,  but  suggested  that  an  overdraft,  very  easily 
obtained,  would  immediately  clear  the  property. 

The  fact  is  that,  if  the  asset  is  in  existence,  it  is  of  no 
importance  as  to  whether  it  is  in  land,  grain,  drapery, 
tallow,  or  on  deposit  (only  credit)  in  a  bank,  which 
nnfortunately  suspends  payment  sometimes.  Prestimlng 
that  the  Reserve  is  in  so-called  hard  cash  in  a  bajik,  and 
there  is  a  loss  on  a  fall  in  grain  to  an  equivalent  amount, 
the  bank  credit  must  be  called  in  to  reinstate  the  loss  in 
the  accounts  before  a  reduction  of  the  capital  can  even 
be  contemplated.  Hence,  the  equivalent  value  of  grain 
to  the  loss  would  have  precisely  the  same  effect  in  con- 
solidating the  finances  of  the  company.  Again,  the  value 
of  the  Reserve,  if  retained  in  the  business,  is  frequently 
of  more  commercial  value  than  the  interest  which  can  be 
obtained  for  money  on  an  outside  investment.  That  is,  if 
a  company's  business  is  so  good  that  it  can  afford  to  set 
aside  a  share  of  its  profits  as  a  Reserve,  surely  the  extra 
capital  is  more  valuable  in  its  internal  working  than  if 
lent  out  to  others,  who  necessarily  expect  to  make  a  profit 
theieon. 

Reserve  Funds  suggest  to  ua  something  differing  in 
nature  from  an  ordinary  Reserve.  Something  tangible,  it 
is  generally  thought,  which  can  be  called  in  at  a  moment's 
notice  to  meet  an  unforeseen  enaergency.  One  of  our  most 
eminent  writers  on  accountancy,  in  alluding  to  the  ques- 
tion in  this  form,  has  said :  "  Possibly  it  has  not  occurred 
"  to  the  advocates  of  this  theory  of  investing  the 
"Reserves  outside  the  business  that  if  the  Reserves  are 
•'  genuine  the  retention  of  the  value  thereof  within  the  busi- 
"ness  will  obviate  the  emergency  arising,"  or  words  to 
that  effect. 

The  dealing  with  the  outside  investments  of  reserves  in 
the  Balance  Sheet  requires  a  little  thought.   It  has  been 
said  that  "Reserve  Funds  »  cg^jf^^  lif 
capital.    It  must  be  apparent  to  all  that  increiuht  of 
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capital  is  meant  by  the  term,  and  that  increment  can  only 
be  ahown  through  the  Profit  and  Loss  Account.  There  can 
be  no  Reserve  made  out  of  a  loss,  and  to  make  a  Reserve 
out  of  subscribed  capital  would  be  absurd.  It  is  the  dealing 
with  a  Reserve  Fund  in  what  is  called  "  cash  "  which  I 
wish  to  illustrate.  Mr.  William  Brown^  ex-President  of 
the  Institute  of  Accountants  of  New  Zealand,  delivered 
a  very  excellent  address  on  "Value,  Credit,  and 
Money,"  which  was  published  in  the  London  Accountant  of 
the  sad  September  last,  and  which  I  trust  some  o<  you 
have  read.  Mr.  Brown  pves  as  an  illustration  of  the 
infinitesimal  proportion  which  money  or  cash  bears  to 
credit  in  the  commerce  of  the  world,  and  it  does  not  require 
much  consideration  to  understand  that  Reserve  Funds  in 
outside  concerns  can  only  be  a  "credit  "—-that  is,  an 
established  credit,  good  so  long  as  the  guaianteeing 
institution  is  equal  to  the  demand  upon  it. 

Now,  presuming  that  it  is  thought  necessary  to  create  an 
outside  fund  for  "Reserve  "  out  of  the  profits  of  the  busi- 
ness, some  writers  have  suggested  that  the  item  should  be  | 
at  once  debited  to  Profit  and  Loss,  and  invested.  In  j 
practical  accountancy  the  item  thus  invested  would  be  | 
lost  s^ht  of  in  the  books  of  the  concern,  as  do  wages  and  | 
expenses  after  being  finally  dealt  with,  or  the  Sinking  Fund  | 
in  a  Trust  Account  after  being  once  paid  over  to  Commis-  | 
sioners  out  of  income.  | 

In  commercial  accountancy  the  books  should  continue  | 
to  show  the  Reserve  Fund,  and  it  is  necessary  to  debit 
Profit  and  Loss  with  the  sum  agreed  upon,  and  credit 
"Reserve"  Account  therewith.  This  sum  will  be  an 
accumulating  figure  on  the  liability  side  of  the  Balance 
Sheet.  The  Reserve  Fund  will  be  the  result  of  the  pay- 
ment of  an  equivalent  thereto  in  actual  cash  out  of  the 
bank  to  an  outside  investment,  {uid  will  appear  on  the 


Balance  Sheet  as  an  asset,  or  equivalent  credit  to  the 

Reserve.  The  Reserved  Fund  thuft  created  can  be  ear- 
marked by  registered  deed  of  agreement  for  a  specific 
purpose,  say,  to  secure  debentures,  terminatii^  leases,  or  a 

life  interest  in  a  partnership. 

I  will  classify  the  three  terms  as  follows :  — 

(1)  A  "Sinking  Fund"  is  an  accamalated  surplus  out 
of  a  given  conditional  income  set  aside  for  a 

specific  purpose. 

(2j  A  "  Reserve  "  is  an  undivided  profit  or  surplus  of 
income  set  aside  in  the  assets  in  the  institution  for 
future  use,  or  to  strengthen  the  corpus  thereof. 

(3)  A  "Reserve  Fund"  is  the  equivalent  to  the 
*  Reserve  '*  invested  in  an  r  itsMe  institution. 
Consols,  Land  Interests,  ftc. 


Uoncber  Cbeane. 


[CONTEIBL'TED.] 

An  accountant  taking  up  the  duties  of  his  profession  in 

a  new  country  is  naturally  alert  to  note  and  acquaint  him- 
self with  the  respective  values  of  the  many  differences 
which  exist  between  the  accounting  methods  of  bis  new 
field  of  operations  and  those  of  the  old  country. 

In  America  the  first  thing  probably  to  attract  attention 
is  the  "Voucher  Cheque" — i.t,,  a  form  of  cheque  which, 
when  duly  dated  and  signed  by  the  par^  in  whose  favour 
it  is  drawn,  becomes  a  legal  receipt ;  as  a  matter  of  fact, 
however,  the  order  is  usually  reversed,  the  document  being 
made  out  more  in  the  form  of  a  receipt,  and,  as  frequently 
stated  on  the  face  of  it,  "  When  dated  and  signed  becomes 
a  sight  draft  payable  at  the  X.  Y.  Z.  Bank." 


Mo                                                 F.  L  JONES  ft  CO., 

Chbapsidb,  Londok. 

Thii  Votteker,  when  dated  and  signed,  becomes  a  Sight  Draft  payable  at  the  Bank  of  England. 

1 

Correct:— 


(Bookkeeptr) 

(Signed) 

F.  1.  JONBS  &  Co. 


.190. 


Received  of  F.  I.  Jonbs  &  Co.  the  sum  of, 
in  full  payment  of  the  above  account. 


Sign  in  ink. 

Digitized  by 
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The  beaefits  to  be  derived  from  the  adoption  of  this 
lonn  are  at  once  apparent. 

In  the  first  place,  the  payer  is  always  sure  of  getting  a 
receipt  for  every  such  payment,  the  cheque  goes  through 
the  hands  of  the  banker  and  is  returned  by  him  in  the 
otdinary  way,  and  an  orderly  bunch  of  returned  cheques 
becomes  at  the  same  time  an  orderly  bonch  of  receipts. 

Secondly,  it  is  the  custom  for  a  voucher  cheque  to  set 
forth  a  brief  recapttulatioa  of  the  invoices  or  other  details 
comprising  the  amount  of  the  cheque ;  in  this  way  it  is 
not  necessary  to  let  the  creditor's  statement  go  out  of  one's 
p<)S<^ssion,  and  at  the  same  time  the  payer  has  the  satis- 
faction of  knowing  that  the  payee  understands  just  exactly 
what  is  being  paid  and  what  deductions  are  made,  the 
-signature  to  the  receipt  being  absolute  proof. 

Thirdly,  it  is  at  once  evident  what  a  tremendous  saving 
of  (<i)  time  of  clerks  whose  duty  it  is  to  write  receipts, 
of  forms  of  receipts,  and  {c)  cost  of  postages  of  receipts 
hack  to  the  payer,  would  be  effected  if  this  method  of  pay- 
meat  were  the  general  custom. 

Lastly,  the  extra  work  falling  on  the  payer  need  amount 
"nly  to  the  writing  in  of  the  dates  and  amounts  of  invoices 
being  paid ;  and  where  a  firm  has  been  in  the  habit  of 
sending  with  its  cheques  a  recapitulation  on  a  separate 
^heet,  the  adoption  of  this  method  also  means  an  economy 
in  time. 

I  may  perhaps  mention  that  many  of  the  companies  using 
this  form  take  off  carbon  copies,  which  are  filed  away  with 
the  papers,  and  thus  prove  conclusively  the  value  of 
•  heques  outstanding  ;  it  is  necessary  only  for  the  signature 
T'f  be  in  ink.  For  segregation  purposes  there  is  no  limit 
to  the  uses  of  a  voucher  cheque. 

The  application  of  this  system  in  England  is,  perhaps, 
rot  practicable  as  matters  stand  at  present,  but  there 
seems  to  be  no  reason  why  it  cannot  be  made  so.  In 
America  there  is  no  stamp  du^  on  receipts  and  cheques, 
and  a  voucher  cheque^  if  properly  worded,  is  valid.  Of 
coarse,  the  form  has  to  be  slightly  larger  than  the 
customary  cheque  so  well  known  in  England,  and 
altogether  it  is  not  looked  upon  very  favourably  by  the 
bankers,  principally,  1  think,  because  certain  of  the  rail- 
ways and  other  large  concerns  have  adopted  forms  about 
three  times  the  normal  size,  which  fold  into  three,  and  the 
signatures  on  which  in  some  cases  amount  to  as  many  as 
twdve,  fifteeo,  or  more.  If  desired,  the  paper  may  be 
perforated  so  that  the  section  containing  the  recapitulation 
<nar  be  detached  by  the  payee,  but  this  means  writing  in 
tbe  creditor's  name  and  the  date  twice. 

As  previously  stated,  this  form  is  already  in  use  in 
ttitna  quarters,  but  its  value  has  not  yet  been  generally 
iKognised,  and  it  is  onlj  when  the  accountant  draws 


attention  to  it  that  the  ordinary  business  man  becomes 
aware  of  the  fact  that  it  is  also  advantageously  adapted 
to  his  own  particular  business. 

In  my  opinion,  it  will  come  into  very  general  use  in  this 
part  of  the  civilised  world,  and  if  only  the  Chartered 
Accountants  of  England  could  take  the  matter  up  and 
endeavour  to  effect  a  change  in  the  law  (if  such  is  neces- 
sary), making  a  signed  cheque  a  legal  receipt,  the  value 
of  their  recommendations  would  soon  be  recognised  by  a 
large  majority  of  the  business  men  of  England. 

It  seems  to  me  that  speedy  recognition  is  ensured,  if 
only  on  account  of  die  saving  of  time  and  expense  to  the 

payee,  and  every  man  who  amounts  to  anything  is  a  payee, 
more  or  less.  Chutebed  Accouhtamt. 


Charles  Rosera,  A.C.A. 

We  regret  to  record  the  death,  at  the  age  of  66,  of  Mr. 
Charles  Rogers,  head  of  the  firm  of  Rogers,  Son  &  Page, 
Chartered  Accountants,  Milton  Chambers,  Xottingbam, 
which  took  place  from  a  heart  attack  on  the  aist  nU. 
Deceased  was  one  of  the  earliest  local  accountants,  com- 
mencing business  in  i87r,  prior  to  which  he  was  associated 
with  the  Official  Assignee  in  the  Bankruptcy  Court.  He  was 
a  prominent  Freemason,  being  one  of  the  oldest  members 
of  the  Newstead  and  the  Duke  of  Portland  I..odgeB,  and  held 
the  position  of  Provincial  Grand  Organist  and  Provincial 
f.rand  Treasurer.  For  many  years,  to*,  Mr.  Rogers  took 
a  very  active  interest  in  local  musical  circles  and  had 
held  the  post  of  organist  at  Lenton  Church,  St.  Mark's, 
Holy  Trinity,  and  St.  Peter's,  as  well  as  deputy  at 
St.  Andrew's.  The  dteeased  was  buried  with  masonic 
honours  on  the  24th  ult.  at  the  Church  Cemetery,  follow- 
ing on  a  service  at  St.  Andrew's  Church,  when  a  large 
number  of  mourners  were  present,  including  local 
Chartered  Accountants  and  Freemasons. 

Kevtew* 

Dedmal  Coinage,  Welchte»  aod  Measures. 

By  Edwyk  Amtomv,  M.A.,  J.P.,  Barrister-at-Law. 


London,  1906:  Geo.  Routledge  &  Sons,  Broadway  House, 
Ludgate  Hill.  E.C.   Price  6d. 
This  is  a  pamphlet  of  some  twenty  pages^ealing  uppn 
popular  lines  with  the  qaes^f^iz©S  b^«a94)^^wC 
weights,  and  measures,  explaining  the  systems  at  p^ent 
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in  nse  in  othec  countries,  and  the  relative  advantages 

and  disadvantages  of  tlieir  adoption  here.  The  writer 
comes  to  the  conclusion  that  it  is  not  expedient  to  make 
changes  in  our  weights  and  measures,  except  in  conjunc- 
tion with  our  Colonies  and  the  United  States,  on  account 
of  the  enormous  practical  difficulties  involved,  which 
would  be  without  any  adequate  compensation  unless  the 
effect  was  to  bring  all  the  English-speaking  peoples  into 
line.  On  the  subject  of  decimal  coinage,  however,  he 
shows  a  more  open  mind,  and  suggests  that  a  decimal 
system  of  reckoning  might  be  introduced  upon  the  basis 
of  one  "norm  "  being  equal  to  one  hundred  pence  without 
altering  the  existing  coinage  at  all.  As  a  means  of  bridging 
over  the  inevitable  difficulties  and  confnsions  of  a  change 
of  coinage,  such  a  system  might  possess  some  advantages, 
but  we  very  much  question  whether  the  introduction  even 
of  a  decimal  system  of  reckoning  would  be  materially 
advanced  so  long  as  the  existing  coinage  remained,  and 
the  decimal  system  be  thus  rendered  optional.  Under 
Euch  conditions  we  venture  to  think  that  accounts  would 
coatinne  to  be  kept  in  ponnds,  shillings,  and  pence, 
although  possibly  the  substitution  of  a  gold  coin  worth 
Its.  4d.  for  the  sovereign  might  facilitate  calculations  of 
foreign  exchanges.  Even  for  that  purpose,  however,  we 
cannot  help  thinking  that  a  golden  dollar  worth  4s.  ad. 
would  be  more  convenient,  which  would  place  the  cent 
at  exactly  one-halfpenny.  The  great  difficulty  about  any 
change  of  the  coin,  however,  is  doubtless  that,  to  employ 
any  sort  of  system  ot  decimal  reckoning,  or  coinage,  it 
becomes  necessary  either  to  abandon  the  sovereign  or  else 
the  penny.  The  abandonment  of  the  former  would  involve 
the  introduction  of  «n  entirely  different  method  of  account- 
ing, which  would  cause  much  inconvenience  to  business 
men  of  all  descriptions,  while  any  alteration  of  the  value 
of  the  bronze  coinage  would  no  doubt  cause  equal  inron- 
venience  and  considerable  hardship  -to  the  poorer  classes. 
It  should  not  be  overlooked  that,  in  spite  of  the  existing 
system  of  coinage  (which  is  naturally  far  more  iacon- 
veaient  to  foreigners  than  to  ourselves,  who  are 
accustomed  to  its  reckoning).  Great  Britain  has  become 
the  financial  centre  of  the  world,  and  it  is  open  to  ques- 
tion whether  there  is  anything  to  be  gained  by  a  change 
which  certainly  would  not  have  the  effect  of  abolishing 
differences  in  exchange.  These  are  the  result  not  of 
various  systems  of  coinage,  but  of  the  ever-changing 
supply  and  demand  of  money  at  the  different  centres  of 
exchange. 


|>ec0onal, 

Mr.  Maurice  G.  Dadlby,  Chartered  Accountant,  has 
commenced  the  practice  of  his  profession  at  Masonic 
Buildings,  UtUe  Park  Street,  Coventry. 


Messrs.  Jones,  Caeear,  Dickinson,  Wilmot  ft  Co., 
Certified  Public  Accountants  (111.),  Price,  Watbrhousb  ft 
Co.,  Chartered  Accountants,  54  William  Street,  New  York, 
announce  that  they  have  admitted  into  partnership  Mr. 
George  R.  Webster,  C. A., CP. A.  (111.),  and  Mr.  W.  Ernest 
Sbatrbe,  A.C.A..  C.P.A.  (III.).  The  firm  names  will  remain 
unchanged. 

Mr.  T.  Watson  Simb,  Chartered  Accountant,  of  York 
Chambers,  g  Toronto  Street,  Toronto,  announces  his 
removal  to  30  Wellington  Street  East,  Toronto. 

Messrs.  Lvbrand,  Ross  Bros.  &  Montgomery,  Certified 
Public  Accountants,  announce  the  removal  of  their 
Philadelphia  offices  from  the  Stephen  Girard  Building  to 
the  Land  Title  Building. 

Messrs.  Roose,  Mahon  &  Howorth,  Chartered  Accoun- 
tants, of  26  North  }ohn  Street,  Liverpool,  announce  that 
they  have  taken  into  partnership  Messrs.  Frank  Skaipe 
Howorth  and  Herbert  George  Mahon.  The  name  and 
style  of  the  firm  vnll  continue  as  before. 

Messrs.  Joshua  Wortley  &  Sons,  of  Alliance  Chambers, 
Sheffield,  announce  that  they  have  admitted  into  partnership 
Mr.  A.  H.  Heap,  who  served  his  articles  with  Mr.  John 
Wortliy.  The  style  of  the  firm  will  remain  unaltered. 


1)elptul  1>tnts  toe  Xooftfteepecs. 

^^^0*  from  tht  Housthold  Column  0/  ••The  Daily  Mirror."} 

To  Cook  Accounts. — Carefully  remove  the  debit  balance 
of  the  Profit  and  I^ss  Account,  and  see  that  there  is 
plenty  of  fat  on  the  credit  side.  Put  the  Balance  Sheet  in 
a  slow  oven,  think  a  lot,  and  await  results.  Garnish  with 
fictitious  assets  of  high  value.  Mind  you  don't  burn  your 
fingers  over  it,  and  be  sure  the  cooking  is  not  overdone. 
Serve  hot  to  the  directors,  who  like  it. 

To  Balance  a  Ledger. — Take  one  large  ledger,  and  lay 
it  carefully  upon  the  table.  Take  off  your  coat,  turn  up 
your  shirt-sleeves,  and  grasp  the  Ledger  firmly  with  one 
hand,  raising  it  above  your  head.  Place  your  disengaged 
hand  upon  your  hip,  and  see  that  the  body  possesses  the 
proper  equipoise.  If  this  process  is  properly  gone  through 
the  ledger  will  be  balanced,  and  after  insuring  your  life 
heavily  the  Chartered  Accountants  may  be  called  in. 

To  Post  a  Ledger. — First  take  your  Ledger.  Request  the 
examiners  of  the  London  Chamber  of  Commerce  and  the 
Society  of  Arts  to  attend.  Wrap  the  Ledger  in  brown 
paper,  tie  it  up  with  string,  label  it,  stamp  it,  and  then 
put  it  into  the  nearest  pillar*box.  Your  certificates  -will 
be  forwarded  in  due  course. 

To  Take  out  a  Trial  Balance. — Seize  the  Trial  Balance 
while  it  is  looking  the  other  way,  and  disable  it :  then  take 
it  out  with  a  pair  of  ^jn^s.^  ^p@(^Jj|^  it  is 
dangerous.)  O  A.  F,  S. 
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failutee  «n&  BtUs  ot  Sale  in  £ndlan& 
an&  Mates. 


According  to  Ktmf's  MtrcanHl*  Geuttte,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  August  14th,  was  146,  viz. 
New  Bankruptcy  Proceedings  pnblish«l  in  the  Lonim  Gautte, 
80:  Deeds  of  Arrangement  registered,  66.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were : 
Bankruptcies.  73 ;  Deeds  of  Arrangement,  75 — total,  148 ; 
being  a  decrease  of  z.  The  total  number  of  commercial 
failares  recorded  during  the  34  weeks  of  the  present  year  is 
5,511;  the  total  number  recorded  in  the  corresponding  34 
weeks  of  last  year  was  5,884,  showing  a  decrease  of  373. 

The  number  of  Bilb  of  Sale,  including  Re-r^istrations, 
&Ied  in  England  and  Wales  for  the  week  ending  Friday, 
Augast34th,  was  141.  The  number  in  thecorresponding  yveek 
of  last  year  was  153,  showing  a  decrease  of  12.  The  total 
oamber  filed  doriag  the  34  weeks  of  the  pres«it  year  is 
5,035 ;  the  total  number  filed  in  the  corresponding  34  weeks 
of  last  year  vras  5,529,  showing  a  decrease  of  494. 


Pebcnturea. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week  endltip 

Friday,  Aagust  24th,  amounted  to  /2, 120,181,  by  way 
of  addition  to  ^2,469,629,  previously  issued  by  the  same 
companies.  The  amount  re^stered  in  the  corresponding 
«edc  of  last  ytax  was  j^ii358,222,  showing  an  increase  of 
jf7^ii959-  The  total  amount  re^iistered  daring  the  34 
weeks  of  the  present  year  was  ;^57.267.674  (in  addition  to 
the  issues  in  previous  yean  by  the  same  companies),  as 
compared  with  ^^53,444,468  for  the  corresponding  34  weeks 
in  1905,  showing  an  increase  of  /3,S23,2o6. 


The  Profession  in  Scotland. 


Penonal. 

The  copartnership  carried  on  by  Mr.  William  James 
Wood  and  Mr.  George  Rorie,  under  the  firm-name  of 
Moir.  Wood  A  Rorie,  C.A.,  Royal  Bank  Buildings,  Perth, 
been  dissolved  by  mutual  consent  as  at  31st  January 
1905. 


Blghtt  of  Bondholders. 

A  Novel  Point. 

Sherifi  Fyfe,  at  Glasgow,  has  just  decided  a  novel  point 
lauding  the  rights  of  a  bondholder  to  foreclose  upon  his 


security.  The  trustee  in  bankruptcy  of  the  grantor  of  a 
bond  appeared  at  Glasgow  Sheriff  Court  to  oppose  an 
application  by  the  bondholder  for  declarator  of  proprietor- 
ship under  the  Heritable  Securities  Act,  1894.  Tbe  trustee 
pleaded  tiiat  the  action  was  irrelevant,  and  his  Lordship 
has  sustained  this  plea,  finding  that  the  principal  sum 
due  under  the  heritable  security  exceeded  /i,ooo,  and  that 
pursuers  hold  two  heritable  securities,  but  that  only  one 
had  been  exposed  for  sale  under  their  bond. 

In  a  "note  "  his  Lordship  says  it  was  with  some  hesita- 
tion and  with  much  r^ret  that  he  sustained  the  relevancy 
plea  of  defender,  for  his  sympathy  was  entirely  with 
pursuers — met  as  they  here  were  by  a  technical  plea 
stated  for  their  debtors,  who  had  not  paid,  and  con- 
fessedly were  unable  to  pay,  their  debt.  But  pleas  in 
law,  however  technical,  must  have  effect  if  sound,  and, 
after  careful  consideration,  he  was  constrained  to  hold  that 
the  first  plea  for  defender  was  sound.  The  Sheriff  was 
glad,  however,  that  the  point  arose  in  a  case  where  the 
bond  was  over  jfi,ooo,  and  therefore  that  his  decisiivn 
was  subject  to  review,  becanse  tbe  question  here  raisr.d 
(so  far  as  he  could  learn  for  the  first  time)  under  ihe. 
Heritable  Securities  Act  of  1894  was  a  very  important 
question  for  borrowers  on  heritable  security.  The  Sheriff 
tfaou^t  defender  had  a  title  to  stale  this  relevancy  plea, 
although  perhaps  his  interest  to  do  so  was  somewhat 
difficult  to  perceive,  for  there  was  apparently  no  possible 
reversion  to  the  bankruptcy  estate.  The  question  raised 
was: — Can  a  Iwider  who  holds  several  securities  in  one 
bond,  but  w1k>  has  not  exposed  all  the  security  snbjects 
under  his  bond,  nevertheless  foreclose  under  the  1894 
Act  upon  such  of  the  subjects  as  he  has  exposed?  Pur- 
suers' bond  was  for  ;^5,ooo,  and  in  security  of  that  sum 
the  grantors.  Miller  &  Co.,  now  represented  by  defender 
Mackay,  disponed,  inter  alia,  two  heritable  properties. 
(a)  the  Clydesdale  Dye  Works  at  Rutheiglen,  and  [»]  the 
property  at  Bothwell  called  Hillpark,  this  bond  being  a 
first  charge  upon  the  dye  works  and  a  second  charge  upon 
Hillpark.  The  £s,ooo  debt  was  not  allocated  upon  these 
two  properties,  each  of  which  formed  a  security  for  Uie 
full  ;^5,ooo  (although,  of  course,  the  bondholders  could  not, 
out  of  either  or  both,  recover  in  all  more  than  their  ;^s.ooo). 
Pursuers  had  exposed  the  dye  works  under  the  bond,  and 
failed  to  sell  at  a  price  to  cover  the  bond.  The  craving  in 
the  present  petition  was  restricted  to  the  dye  works  pro- 
perty. Pursuers  had  not  exposed  the  Hillpark  property 
under  their  bond.  For  the  present  purpose  his  Lordship 
assumed  that  the  first  bondholder  has  exposed  that  pro- 
perty, and  failed  to  sell  at  a  price  to  cover  his  own  bond. 
Where  part  only  of  the  security  subject  has  been  dealt 
with,  as  in  the  present  instance,  tiie  debtojp^d  not  get^s 
guid  pra  jMO.  If  pursuers  'vtdioptitedgBit  XhlQlMVwn^ 
decree  they  now  sou^t,  without  also  freeing  their  debtor, 
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they  would  take  the  dye  works  property  at  j^3)9oo.  But 
the  debt  was  £^,o^2,  so  that  the  debtors'  personal  obliga- 
tion would  remain  for  the  balance  of  £162  and  interest, 
and  this  would  be  a  claim  on  the  debtors'  bankrupt  estate. 
Pursuers  did  not  offer  to  discharge  the  personal  obliga- 
tion, nor  did  they  renounce  the  Hillpark  security  (if  it  is 
competent  for  them  to  do  so,  which  his  Lordship  doubted) ; 
obvionsly  they  could  not  expose  the  Hillpark  property  at 
less  than  ithe  first  bond,  and  if  they  expose  it  for  more, 
and  then  got  a  declaratory  decree,  he  expected  they  would 
become  liable  for  that  prior  bond.  It  seemed,  therefore, 
that  practically  they  could  not  expose  the  Hillpark  pro- 
perty at  all,  and  if  it  was  not  exposed  then  the  debtor  did 
not  get  the  discharge  which  the  1894  Act  designed  him  to 
get.  The  Sheriff,  therefore,  felt  himself  shut  up  to  the 
conclusion  that  this  petition  was  irrelevant,  in  respect 
that  it  was  based  upon  exposure  of  part  only  of  the  security 
subject.  Even  apart  from  the  technical  view  of  it,  his 
Lordship  thought  there  w«Ee  general  considerations  which 
went  to  strengthen  his  view  that  the  intention  of  the  Act 
of  1894  was  to  end  absolutely  the  relationahip  of  debtor 
and  creditor  between  the  grantor  and  the  grantee  of  the 
bond. 

It  is  understood  that  this  being  the  first  time  the  ques- 
tion has  been  raised,  the  case  will  be  carried  to  a  higher 
Coort.  ^^^^^^^^^^^^^^ 

The  Auctioneers'  Institute. — The  autumn  provincial 
meeting  of  the  Auctioneers'  Institute  of  the  United  Kingdom 
will  be  held  on  Wednesday,  September  12th,  aaii 
the  three  following  days,  at  Windsor.  An  interesting 
programme  has  been  arranged.  An  artistic  booklet,  givin;; 
all  particulars  of  the  proceedings,  has  been  prepared  for 
distribution  and  is  being  issued  from  the  Institute.  Those 
desiring  farther  information  can  obtun  it  of  the  secretary, 
Mr.  Charles  Harris,  34  Russell  Square,  London,  W.C. 
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LAW  REPORTS. 


Thk  Cornhill  Magazine  for  September  contains  the  first 
iostslment  of  a  new  serial  by  the  aatbor  of  "Elizabeth  and 
her  German  Garden,"  entitled  "FrSulelo  Schmidt  and  Ur. 
Anstnither,  being  the  Lettws  of  an  Independent  Woman." 
Mr.  Stanley  J.  Weyman  ooBtlniies  "Cbippinge,"  and  Martin 
Ross  supplies  an  Irish  character  sketch  mtitled  "  For  Better,  for 
Worse."  In  "A  Scotchman  at  Hars-la-Tour,"  the  Baron 
Campbell  von  Laurentz  tells  the  story  of  his  personal  experiences 
10  the  great  battle  before  Metz.  Mrs.  Mai^aret  L.  Woods  con- 
tributes "The  Ballad  of  the  Wizard."  Count  Zorzi  concludes 
his  reminiscences  of  "  Raskin  in  Venice,"  and  the  Vice-Provost 
of  Ettm  writes  00  "  The  Race  of  the  Land." 


Sanft  Kate  of  l^tsconnt. 


Sept.  28th  1905   4% 

April  5th  1906   3i% 

May  4th   4% 

June  aist   3i% 


The  Chartered  accountants* 
Benevolent  flssoctatton. 
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B.  WATBRHOUSB,  Esq. 

Tmumnn: 

J.  DIX  LEWIS,  Esq. 
F.   W.  PIXLEY,  Esq. 
GERARD  VAN  DE  LINDE,  Esq. 
Bmlms: 

WILLIAMS  DEACON'S  BANK.  LIH. 


J^nring  the  year  ended  31st  March  1906,  Relief  wms 
ffranted  in  29  cases  to  the  amonnt  of  ^876  7s.  6d. 
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Donations  and  Legacies  are  Invested. 

]^ember8  of  the  Institute  of  Chartered  Accountants 
are  earnestly  requested  to  become  Members  of 
the  Association. 
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E«M  fcom  Andftmg,  by  Lawsemcb  R.  Dicksu,  F.CJL 

(Aw  n0] 

Umud  HomMi  ptmant  Mcoe  rather  ip«clal  feature*.  The  foodwtU 
MttflWiif  to  the  UMBse  the  leue  or  freehold  of  lioonied  premlsM 
ABKkHnhiB  ([««tly  in  ezeen  of  their  raal  value  as  buildings.  To 
Vpropoclroonsiderad,  the  valoe  of  the  premiaea  mud  the  license  must 
tw  aiyiated.  Tte  fcicmer  sboald  be  depreciawd  in  the  usual  wajr, 
lia*ki(  the  Ueanae  alone  to  be  cuuldered.  A  license  on  freehold  pc«- 
BiM  does  net  depreciate,  bat  a  ticeoae  on  leasehold  premises  passes 
smy  nfth  the  premiaee  and  mnsi  therefcra  be  depreciated  Hke  a  lease. 
AlminBrHeBr  lime  be  lost— etthar  farmleooiiditM  or  teooreft- 
•aB--ta  AkliaaoiUinvnior  oolslde  the  aeopa  of  dopteditfoD.  It 
WTi  ho— f,  be  pcorUed  against  by  Insannoei  wfaloh  would  tpp— 
■teft  Mil  sndoBt  eomse  to  adopt 

Fgr  biD  pacllealan  aa  to  UGKIBE8  UBURUCB  apply  to- 

tht  UCBHSB8  INSURAHOB  GORPORATIOH 
UD  eVABAHTES  FUND.  Llmitad, 
u  Moomn  STHeer,  lonDOh. 

faetatfv*  Binlinw  •     -  Uoensed  Proper^. 

Uoewea  iBMUWd  and  Louu  and  Debenturea  on 
Ueeoaed  Property  of  every  deacriptlon  guaranteed. 

Tha  CapiMised  Valya  of  the  Boodwill  of  a  Llouittd  Baalaen 
Is  Uig  raJoB  of  tha  lloansi,  and  may  b»  utlm^ad  upon  a  mn 
ktant  itaak  fftha  Uaanm  A  iauumt. 


The  Accountant, 

Timaou  Ho.  nti  Csrtul.    34  Hoosoats  SnnT,  Loiidon,1B.C. 


Tte  AocomruKT  is  pxinted  aad  pabliahed  in  time  for 
Friday  Eming*!  MaiL 

TERMS  OF  SUBSCRIPTION  \^ya»h  in  advamet). 
fu  annam,  pcwt  fine  {United  Kingdom)        ...  £140 
m  M      (FocHgn   and   Coloniil)  160 

RATES  FOR  ADVERTISEMENTS. 
Pnapectaaee  and  Company  Noticea,  per  page ...  jfs  o  o 

Half.pfB  Adrertiaamwit    300 

Qpaitf -page  Advertiaaaunt    i  15  o 

Trade  Noticea.  per  inch    050 

4actioo  Sale^  ftc,  per  liae   006 

PutneraMpa.  Situations  vacant  [Prepaid  Rate]— 

Mmimmn  charge  for  3a  voids    036 

Par  Um  aflacvaida      «•     ■»     ...     ...  006 


Wheatley  Kirk,  Price  &  Co., 

(BSTABUSHSD  iSj^ 

TALUERS,  AUOTIOHEBBS  ft  ARBITRATORS 

OF   EVERY  DESCRIPTION  OP 

WORKS,  PLANT,  MACHINBRT,  a  STOCK. 

nniODICAL  VALVAtiOHS  AT  SrmClAL  RATEa 

ABKVAL  Inspections    fok  Defbeciation. 

SALES  or  WORKS  BY  PRIVATE  TREATY. 

^MMmEamHtrE  ih  BnaiNtRRiNa  PRorESEitai  Mjumafc 

46  Watling  Street,  London,  E.a 

OMt  ALBERT  SQUARE,  UANCHESTBR. 
TaLiPBon  sfirr  Bane.     Tklkoxaus—"  INDICES,  LONDON.' 


Batd.  IMI. 

GUARDIAN 

ASSURANCE  COMPANY,  Liiiited. 

FIRE,    LIFE,  ACCIDENT, 

AND   BURGLARY  INSURANCE 

Totai  Funds  over  £5,000,000. 


Head  OrncB:'!!  LOMBARD  STREET,  LONDON. 
Law  CoUBTs  Bkanch  :— 21  FLEET  STREET. 


XeaMng  Bctfcles, 


Company  Law  Amendmeiit.— V. 

"THE  anomalous  position  of  creditors  of  acom- 
pany  when  a  receiver  has  been  appointed 
on  behalf  of  debenture-holders  next  engages  the 
attention  of  the  Committee.  It  is  suggested 
that  notice  of  the  appointment  of  a  receiver 
should  in  all  cases  be  given  to  the  Registrar  of 
Joint  Stock  Companies,  and  that  such  receiver 
should  be  required  to  filewith  himWabstSEtct 
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of  receipts  and  payments  for  each  half-year 
during  the  continuance  of  such  receivership. 
With  regard  to  the  general  principle  involved 
no  objection  can  be  raised  ;  it  may  be  pointed 
out,  however,  that  it  does  not  seem  very  prac- 
ticable to  require  a  receiver  to  file  accounts 
until  they  have  been  passed  by  the  Court, 
while  it  is  not  the  practice  of  the  Court  to  pass 
receivers'  accounts  more  frequently  than  once 
a  year.  A  more  workable  arrangement,  we 
think,  would  be  to  require  the  responsible 
officer  in  the  High  Court  to  forward  a  certified 
copy  of  the  receiver*s  accounts,  as  passed,  to 
the  Registrar  of  Joint  Stock  Companies 
immediately  after  they  have  been  approved. 

In  the  form  of  a  schedule  attached  to  the 
report  before  us  is  a  revised  edition  of  "  Table 
A  "  of  the  Companies  Act,  1862,  which  is  in 
many  respects  an  improvement  upon  the 
original — as,  indeed,  is  only  to  be  expected 
after  an  interval  of  forty-four  years.  It  is  true 
that  in  its  existing  form  this  revised  Table 
appears  to  respond  most  directly  to  the  manner 
in  which  the  question  was  raised  by  the  Board 
of  Tmde  minute  appointing  the  Committee ; 
but,  for  all  that,  we  cannot  help  thinking  that 
what  is  required  is  not  so  much  an  up-to-date 
edition  of  Table  A,  which  will  enable  small 
companies  to  adopt  reasonably  workable 
articles  of  association  without  going  to  any 
undue  expense,  but  rather  to  entirely  remodel 
those  portions  of  the  law  relating  to  the  sub- 
ject so  as  to  make  it  incompetent  for  a  com- 
pany to  contract  out  of  many  of  the  safeguards 
provided  by  Table  A,  and  by  nothing  else. 
There  are  many  provisions  in  Table  A  which 
m^ht  with  great  advantage  be  made  compul- 
sory upon  all  companies,  and  an  even  greater 
number  which  might  be  so  made  compulsory 
provided  they  were  brought  up  to  date  in  the 


way  that  they  now  have  been.  That  is  to  say, 
we  think  that  a  company's  power  of  making 
its  own  internal  regulations  might  with  advan- 
tage be  very  much  more  restricted  than  is  at 
present  the  case.  No  attempt  whatever  has 
been  made  to  deal  with  this  aspect  of  the 
matter  by  the  Committee,  and,  so  far  as  we  can 
gather,  the  point  has  not  even  been  raised. 

Dealing  with  the  pro  forma  articles  as  they 
stand,  the  only  one  that  occurs  to  us  as  calling 
for  special  comment  is  No.  97,  which  states 
that  no  dividend  shall  be  paid  otherwise  than 
out  of  profits,  which,  it  seems  to  us,  is  as 
unsatisfactory  as  it  is  vague.    Upon  so  funda- 
mental a  question  as  this  it  seems  eminently 
desirable  that  greater  precision  of  language 
should  be  employed.    Apparently  this  clause 
is  meaningless,  in  that  it  does  not  seem  to  pro- 
vide more  than  the  Companies  Acts  themselves 
already  provide ;  and  if  it  be  suggested  that 
there  must  be  some  additional  (if  hidden) 
meaning  in  the  clause,  or  it  would  not  exist, 
we  need  only  point  to  Clause  109,  which  pro- 
vides that  auditors  shall  be  appointed,  and 
their  duties  regulated  in  accordance  with  the 
Companies  Act,  1900,  Sections  2i,  22,  and  23, 
and  any  statutory  modification  thereof  for  the 
time  being  in  force.    It  must  be  clear  that  this 
clause  at  least  is  redundant,  inasmuch  as  the 
statutory  provisions  referred  to  must  in  all 
cases  apply  to  those  companies  to  which  the 
revised  Table  A  would  in  the  ordinary  course 
of  events  be  applicable.    There  is  thus  good 
reason  for  assuming  that  Clause  97  stands  upon 
the  same  footing ;  but,  on  the  other  hand,  the 
point    is   sufficiently   doubtful,    and  fore- 
shadows   some   highly   profitable  business 
to  company  lawyers  in  cases  where  share- 
holders may  be  dissatisfied  with  the  point  of 
view  taken  by  the  ^directors  of  thei^^respective 
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companies.  Everything  depends  upon  the 
meaning  to  be  attached  to  the  term  "  profits," 
and  our  readers  will  perhaps  hardly  require 
to  be  reminded  that  such  authorities  as 
Mr.  Thomas  A.  Welton,  F.C.A.,  and  Mr. 
Ernest  Cooper,  F.C.A.,  have  in  the  past 
sbon-n  themselves  to  be  fundamentally  at 
variance  as  to  how  profits  of  a  company  are 
to  be  determined.  As  it  originally  stood,  the 
clause,  while  by  no  means  perfect,  was  certainly 
more  precise.  Paragraph  73  of  Table  A,  in 
the  2862  Act,  provides  that  no  dividend  shall 
be  payable  except  out  of  the  profits  arising 
from  the  business  of  the  company.  The  words 
"  arising  from  the  business  of  the  company  " 
□aturally  limit  dividends  to  profits  caused 
by  the  pursuit  of  the  objects  enumerated  in 
the  company's  memorandum  of  association ; 
whereas,  without  that  qualification,  profits  of 
all  classes  (including  those  arising  from  an 
appreciation  in  the  value  of  fixed  assets), 
would  appear  to  be  available  for  dividend, 
even  though  still  unrealised.  We  can  hardly 
bring  ourselves  to  imagine  that  this  was  the 
intention  of  the  Committee,  yet  there  must 
have  been  some  object  in  omitting  the  words 
**  arising  from  the  business  of  the  company," 
and  it  is  di£&cult  in  the  extreme  to  see  what 
other  purpose  can  have  been  served  than  that 
of  extending  the  definition  of  profits  to  its 
fullest  possible  extent. 

Under  the  general  heading  of  Accounts, 
vt  are  glad  to  notice  that  paragraph  5  provides 
for  the  preparation  of  an  annual  Profit  and 
Loss  Account,  the  effect  of  which  would  be 
to  make  bookkeeping  by  double-entry  com- 
pulsory in  the  case  of  all  companies  adopting 
the  re^'ised  Table  A.  This,  however,  is  an 
example  of  what  we  mean  when  we  say  that 
many,  if  not  most,  of  these  clauses  ought  to  be 


made  compulsory  upon  every  company ;  indeed, 
out  of  all  the  115  paragraphs  in  the  revised 
Table,  we  question  whether  there  are  more 
than  a  dozen  which  might  not  with  advan- 
tage be  made  of  universal  application,  and 
retrospective. 


Official  Receivers  and  Secured  Creditors. 

'THE  following  letter  appeared  in  a  recent 
^    issue  of  The  Solicitors'  Journal,  which  was 
duly  commented  upon  by  our  contemporary 
at  the  time  : — 
Sir.— 

The  evils  of  offidalism,  which  are  so  fully  dealt  with  in 
the  recent  report  of  the  Incorporated  Law  Society,  have 
received  an  illustratioo  within  the  last  few  weeks  in  our  own 
practice  which  may  be  of  Interest  to  your  readers. 

A  bank,  who  are  clients  of  ours,  have  a  customer  who 
deposited  with  them  a  policy  of  insurance  on  his  life  to 
secure  his  overdraft.  There  was  no  legal  mortgage  or 
memorandum  of  deposit,  bat  notice  of  the  deposit  was  duly 
given  to  the  lile  office.  The  customer  became  bankrupt, 
owing  much  more  to  the  bank  than  the  policy  was  worth. 
The  bank  thereupon  applied  to  the  insurance  company  to 
accept  a  surrender,  but  as  there  had  been  no  legal  assign- 
ment to  the  bank,  they  leqnired  the  concarrenoe  of  the 
trustee,  who  was  the  Official  Receiver  of  the  district. 
Application  was  thereupon  made  to  him  to  join  in  a  receipt 
for  the  suirender  money  upon  payment  of  his  l^al  costs, 
but  he  declined  to  do  this  unless  be  received  a  portion  of 
the  surrender  money  in  addition,  and  we  are  informed  that 
the  same  receiver  fn.  another  case  required  one-half  of  the 
surrender  money  to  be  paid  to  him. 

We  thereupon  wrote  the  Board  of  Trade  stating  the  facts 
and  asking  whether  the  demand  made  by  the  Official 
Receiver  was  supported  by  the  Board. 

The  correspondence  which  followed  is  too  long  to  trouble 
your  readers  with,  but  firom  it  we  gather  the  following 

points : — 

(1)  The  Board  of  Trade  doubt  whether  an  effectual 
equitable  mortgage  can  be  created  by  dq>out  only 
without  writing. 

(2)  They  do  not  consider  it  to  be  the  duty  of  thnr  Official 
Receivers  to  act  u[>on  high  principles  and  facilitate 
by  every  means  in  their  power  the  realisation  of  the 
whole  of  a  debtor's  estate  and  its  distribution, 
without  unnecessary  expense,  between  all  cij^h^ 
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{wcnred  and  unsecored)  accordiag  to  their  respective 

rights  and  priorities, 

(3)  But  they  do  consider  that  an  Official  Receiver  is 
entitled  to  be  paid  for  parting  with  a  bare  legal  estate. 

(4}  And  they  also  think  that  he  is  entitled  to  be  paid 
money  for  an  equity  of  redemption  which  (owing  to 
the  debt  exceeding  the  value  of  the  mortgaged 
property)  is  of  no  value  at  all. 

(5)  It  seems  to  be  the  ofBcial  view  that  an  Official 
~  Receiver,  nnlew  well  paid  to  act  reasonably,  is  entitled 

to  take  advantage  of  his  legal  position  to  deprive  an 
equitable  first  mortgagee  of  a  part  of  the  priority  to 
which  he  is  entitled  by  law. 

We  are  glad  to  say  that  in  our  own  experience  other 
Official  Receivers,  as  a  rule,  take  a  more  reasonable  view  of 
their  dnties,  and  are  willing,  on  payment  of  law  costs,  to 
help  an  equitable  mortgagee  to  realise  his  security  where 
there  is  nothing  to  come  to  the  estate,  but  if  all  trustees  in 
bankruptcy  are  to  act  on  the  principles  approved  of  by 
the  Board  of  Trade,  no  equitable  mortgagee  of  any  kind  of 
property  will  be  safe,  in  case  of  his  debtor's  bankruptcy, 
from  exactions  by  the  trustee. 

In  ^t,  we  shall  have  in  future  to  advise  clients  never  to 
lend  money  except  upon  a  legal  mortgage,  a  course  that  will 
be  a  good  deal  more  beneficial  to  the  profession  than  to  the 
public.  A  Firm  of  Solicitors. 

Without  going  into  the  refinements  of  the 
legal  position,  which  naturally  is  the  point 
of  view  that  chiefly  commends  itself  to  our 
contemporary,  we  would  suggest,  from  the 
point  of  view  of  the  plain  business  man^  that 
if  an  individual  has  vested  in  him  the  legal 
estate,  and  reiuses  to  make  such  assignment 
thereof  as  the  law  may  require  to  enable  a 
beneficial  owner  to  obtain  the  proper  acknow- 
ledgment of  his  property,  even  although  he 
may  be  offered  payment  for  all  reasonable 
expense  that  he  may  be  put  to  in  the  matter, 
such  an  individual  would  be  regarded  by  his 
fellows  as  someone  with  whom  it  was  unwise 
to  have  more  intimate  relations  than  could  be 
helped.  "  Sharp  practice  *'  is  probably  the 
least  unkind  of  the  epithets  that  would  be  made 
use  of  under  such  circumstances.    And,  as 


applied  to  an  individual,  it  would  certainly  be 
well  founded,  for  a  man  who  takes  advantage 
of  a  technicality  to  thus  secure  to  himself  a 
pecuniary  advantage  to  which  he  can  establish 
no  equitable  claim,  stands  upon  a  moral  plane 
certainly  no  more  exalted  than  that  occu^ed 
by  the  traditional  money-lender,  whose  trans- 
actions are  now  by  statute  open  to  reconsidera- 
tion in  the  Courts  of  law. 

No  reflection  can,  of  course,  be  cast  upon 
the  personal  character  of  Official  Receivers 
who,  in  accordance  with  instructions  received 
from  head-quarters,  refuse  to  part  with  a  bare 
legal  estate  until  compelled  so  to  do  by  an 
order  of  Court  (obtained,  of  course,  at  much 
expense)  unless  they — or  rather  their  depart- 
ment— is  bribed  by  a  payment  approximating 
to  one-half  of  the  value  of  the  property  at 
issue.   No  reflection,  as  we  say,  can  of  course 
be  passed  upon  the  personal  conduct  of  a 
Government  official  so  acting  in  accordance 
with    instructions,  and    as    a  Government 
department  is  without  personality,  there  is 
presumably  nothing  much  to  be  ^ned  by 
attempting  to  pass  reflections  upon  it.    At  the 
same  time  it  is,  we  think,  only  right  to  point 
out  that  in  this,  as  in  some  other  respects,  the 
course  of  procedure  adopted  by  officialism  is 
such  as  would  be  described  as  thoroughly  dis- 
honourable if  pursued  by  individuals,  and  con- 
stitutes by  no  means  the  least  of  the  objections 
to  be  raised  against  official  systems  generally. 
So  long  as  such  systems  continue,  however,  it 
will  probably  be  mere  waste  of  time  to  deplore 
what  would  appear  to  be  the  natural  and 
inevitable  consequences  of  the  absence  of 
personal  responsibility  which  is  so  distinguish- 
ing a  feature  of  all  systems  of  collectivism. 

Digitized  bvLjOO*^[C 
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Actloiu  agtdtut  Companies  in  Liquidation. 

TN  view  of  the  somewhat  general  uncertainty 
which  prevails  as  to  the  circumstances 
under  which  proceedings  may  be  taken,  or 
continued,  against  a  company  in  process  of 
being  wound  up,  and  the  circumstances  under 
which  such  proceedings  may  be  stayed,  it  will, 
we  think,  not  be  out  of  place  if  we  devote  some 
space  to  the  consideration  of  the  whole  matter. 

In  the  first  instance,  the  Companies  Act, 
1862,  draws  a  very  wide  distinction  between 
compani^  in  process  of  being  wound  up  by  the 
Court  and  companies  in  voluntary  liquidation. 
Section  87  states  that  when  a  winding-up  order 
has  been  made  no  proceedings  of  any  kind 
shall  be  proceeded  with,  or  commenced,  except 
with  the  leave  of  the  Court,  and  subject  to  such 
terms  as  may  be  imposed.  But  with  regard  to 
a  company  in  voluntary  liquidation  no  such 
provision  exists,  although  Section  163  provides 
that  in  the  case  of  a  company  being  wound  up 
subject  to  the  supervision  of  the  Court,  as  with 
one  being  wound  up  by  the  Court,  any  attach- 
ment, sequestration,  distress,  or  execution  put 
into  force  against  the  estate  or  effects  of  the 
company  after  the  commencement  of  the 
winding-up  shall  be  void  to  all  intents. 
Curiously  enough,  there  is  a  very  general 
impression  that  these  provisions  restraining 
l^al  proceedings  apply  to  all  companies  in 
liquidation ;  and,  as  a  result,  actions  pending 
against  a  company  which  has  passed  a  resolu- 
tion for  voluntary  winding-up  have  sometimes 
been  quite  unnecessarily  abandoned,  greatly  to 
the  detriment  of  the  interests  of  the  plaintiffs. 
Not  merely  may  such  actions  be  continued 
after  the  commencement  of  the  voluntary 
H-inding-up,  but  there  is  further  absolutely 
nothing  to  prevent  a  creditor  or  claimant  who 


thinks  fit  from  commencing  an  action  against  a 
company  in  voluntary  liquidation. 

It  is  the  duty  of  the  voluntary  liquidator  in 
such  cases  to  decide  whether  he  will  admit  the 
claim  or  dispute  it,  and  although  he  may  apply 
to  the  Court  to  have  the  action  stayed,  the 
practice  of  the  Court  in  such  cases  is  to  require 
him  to  define  his  position.  If  he  admits  the 
claim  as  a  claim  to  rank  for  dividend  in  the 
liquidation,  that,  of  course,  brings  the  proceed- 
ings to  a  satisfactory  conclusion ;  but  if  he 
disputes  the  claim,  as  was  the  case  in  Curric  v. 
Kent  Collieries,  Lim,,  the  Court  will,  in  all 
probability,  refuse  to  grant  a  stay,  and  leave 
the  action  to  be  tried  in  the  ordinary  course. 

With  regard  to  pending  actions  the  equity 
of  this  ruling  is  beyond  question.  Until  a 
plaintiff  has  obtained  judgment  he  has  no  claim 
against  the  defendant  in  respect  of  costs ;  and 
if,  therefore,  a  pending  action  can  be  absolutely 
brought  to  an  end  by  a  winding-up  resolution, 
it  is  by  no  means  inconceivable  that  in  certain 
circumstances  it  would  be  worth  the  while  of 
a  company  to  wind  up  voluntarily  for  the  sake 
of  avoiding  the  payment  of  certain  heavy  costs 
which  it  would  otherwise  become  Uable  for 
owing  to  the  reckless  defence  of  a  valid  claim. 

In  the  case  of  actions  instituted  after  the 
commencement  of  the  winding-up,  bearing  in 
mind  that  the  liquidator  in  a  voluntary  winding- 
up  is  in  the  nature  of  things  the  nominee  of  the 
members,  there  is  clearly  no  valid  reason  why 
creditors  should  be  expected  as  a  matter  of 
course  to  accept  his  ruling  as  to  the  justice  of 
their  claims.  If  such  claims  were  in  the  first 
instance  to  be  left  for  the  liquidator  to 
adjudicate  upon,  and  he  disputed  them,  he 
would  naturally  reject  the  proofs,  and  the 
matter  would  then  come  before  the  Cour^^y 
way  of  an  application  to  ^^safloW  t^e  liqui^tor's 
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rejection.  This,  of  course,  would  bring  one 
back  to  the  status  quo  ;  that  is  to  say,  the  Court 
would  ultimately  have  to  decide  the  amount  (if 
any)  for  which  the  claimant  was  entitled  to 
rank  as  a  creditor,  and  the  preliminary  inquiry 
of  the  liquidator  would  be  so  much  waste  ol 
time.  It  may,  of  course,  be  argued  that  a 
liquidator  ought  to  be  allowed  facilities  for 
inquiry  before  making  up  bis  mind  whether  he 
accepts  or  rejects  a  claim,  and  that,  until  he  has 
had  such  an  opportunity,  claimants  ought  to  be 
restrained  from  commencing  proceedings.  In 
practice  it  is  hardly  likely  that  any  claimant 
would  be  unduly  precipitate  in  the  institution 
of  proceedings,  for,  in  any  event,  he  would  only 
get  a  dividend  on  his  costs,  and  in  cases  of 
distinct  hardship  it  is,  of  course,  quite  conceiv- 
able that  he  might  fail  to  recover  his  costs  at 
all.  But,  as  we  have  already  pointed  out,  a 
voluntary  liquidation  is  virtually  a  liquidation 
under  the  auspices  of  the  debtor  company,  and 
therefore,  prima  facte,  there  is  no  reason  why 
creditors  should  be  put  to  any  inconvenience  or 
disability  in  consequence. 

An  anomalous  exception  to  this  general,  and 
eminently  reasonable,  rule  is  the  absence  of  a 
landlord's  right  of  distress  against  a  company 
in  liquidation  in  respect  of  rent  accrued  prior 
to  the  commencement  of  the  winding-up.  But 
even  this  does  not  apply  to  companies  in 
voluntary  liquidation ;  and  although  it  is 
theoretically  limited  to  rent  which  accrued 
prior  to  the  commencement  of  the  winding-up, 
in  practice  there  would  be  no  difficulty  in 
obtaining  from  the  Court  liberty  to  distrain  in 
respect  of  rent  accrued  on  premises  of  which 
the  liquidator  retained  possession. 

It  is  worthy  of  note,  moreover,  that,  even  in 
cases  where  under  Section  87  all  proceedings 
are  automatically  stayed,  the  Court  will  grant 


liberty  to  proceed,  or  will  allow  actions  to  be 
commenced  in  all  suitable  cases,  notwithstand- 
ing the  winding-up  order.  Thus  secured 
creditors  are,  as  a  matter  of  coui^,  given 
liberty  to  proceed  with  any  action  for  enforcing 
their  security,  and,  of  course,  a  debenture- 
holders'  action  is  a  very  common  class  of  pro- 
ceedings of  this  description  with  which  all  our 
readers  will  be  familiar.  And,  again,  where 
outsiders  are  involved  in  some  dispute  with  the 
company,  liberty  to  proceed  will  generally  be 
given ;  and  indeed,  one  might  add,  in  all  cases 
where  such  a  course  appears  to  be  desirable. 

The  chief  point,  however,  upon  which  mis- 
apprehension is  so  rife  is  that  in  a  voluntary 
liquidation  where  the  liquidator  disputes  a  | 
claim  the  claimant  can  at  once  bring  an  action 
in  the  ordinary  course  of  events  to  enforce  his 
rights,  and  is  not  even  obliged  to  go  through 
the   formality  of  lodging  a  claim  with  the 
liquidator  first,  although  doubtless  that  would 
be  the    most  expedient  course  to  pursue,  j 
Certainly,  with  regard  to  all  actions  pending  at  j 
the  commencement  of  a  voluntary  liquidation,  1 
the  proper  course  for  a  plaintiff  to  pursue  is  to  ! 
proceed  with  the  action,  unless  and  until  the  | 
liquidator  is  prepared  to  admit  his  right  to  rank 
as  a  creditor  in  respect  of  both  debt  and  costs. 


Municipal  Finance  and  Control. 

TN  our  past  two  issues  will  be  found  articles 
in  which  various  questions  of  considerable 
interest  are  raised  as  to  municipal  accounts, 
and  the  financial  control  exercised  or  to  be 
exercised  by  local  authorities  over  the  affairs 
with  which  they  are  entrusted.  The  sugges- 
tions made  in  these  articles  have  been  inten- 
tionally limited  to  those  matters  which  may 
fairly  be  said  to  copkeewi^l^  the  scope  of  the 


September  8,  1906.  THE  ACCOUNTANT 


269 


reference  to  the  Departmental  Committee 
recently  appointed  by  the  President  of  the 
Local  Government  Board.  The  pressing 
need  of  the  moment,  however,  is  not  so 
much  a  really  good  and  reliable  system  of 
accounts  (although,  of  course,  that  is  an 
absolute  necessity  before  any  class  of  business 
can  be  conducted  upon  satisfactory  lines), 
but  rather  a  reorganisation  which  will  go 
more  to  the  root  of  the  whole  matter,  and 
secure  both  a  more  effective  and  a  more  direct 
sj'stem  of  control  by  those  who  from  time  to 
time  represent  the  majority  of  the  ratepayers — 
and  per  contra  a  more  definite  responsibility  for 
their  acts  and  omissions. 

At  the  present  time,  as  our  readers  are 
doubtless  aware,  the  majority  of  local  elec- 
tions are  fought  and  won  upon  party 
lines,  which  almost  invariably  roughly  follow 
the  lines  of  cleavage  observable  at  general 
elections.  It  would  doubtless  bother  any- 
one to  say  why  persons  should  be  selected 
for  the  control  of  local  affairs  solely  by 
reason  of  their  opinions  in  connection  with 
other  and  entirely  irrelevant  matters.  In 
the  nature  of  things,  however,  the  majority 
of  candidates  are  personally  unknown  to  the 
majority  of  voters,  and  it  is  natural  that  some 
sort  of  process  of  labelling  should  be  resorted 
to.  Therefore  the  plan  certainly  has  con- 
veniences which — however  illogical  they  may 
be — are  such  apparently  as  commend  them- 
selves to  the  national  frame  of  mind,  and 
are  not  likely  to  be  readily  abandoned 
merely  because  they  are  illogical.  Under 
these  drcumstances  it  is  unlikely  that  muni- 
cipal or  other  local  elections  will  ever  be 
fought  upon  other  than  party  lines,  although 
doubtless  in  exceptional  cases  particularly 
{vtHninent  local  men  may  continue  to  be 


elected  irrespective  of — or  perhaps  even  in 
spite  of — their  Imperial  politics.  The  general 
system  being  thus  regarded  as  a  fixture,  it 
remains  to  seen  whether,  without  effecting  any 
fundamental  change,  it  would  be  practicable 
to  introduce  into  local  elections  a  little  more  of 
that  life  and  enthusiasm  which  undoubtedly 
does  influence  general  elections,  and  which,  by 
keeping  the  pendulum  more  or  less  constantly 
in  motion,  secures  the  maximum  amount  of 
efficiency  from  both  parties  by  the  simplest 
possible  procedure  of  making  them  assured 
that  it  is  only  by  continued  efficiency  that  they 
can  continue  to  hold  ofBce. 

Imperial  Government,  except  so  far  as  it  is 
carried  on  upon  strictly  non-partylines,  as  in  con- 
nection with  purely  administrative  and  judicial 
departments,  is  controlled  entirely  by  the  party 
which,  for  the  time  being,  has  secured  a 
majority  of  seats  in  the  House  of  Commons. 
That  pELTty  is  accordingly  held  responsible  for 
the  success  with  which  the  government  of  the 
country  is  conducted,  and  if  it  fails  to  satisfy 
the  electorate  it  is  displaced  and  the  control 
handed  over  to  the  party  which  was  formerly 
in  opposition.  In  local  government,  however, 
nothing  of  the  kind  occurs.  The  administra- 
tive duties  are,  it  is  true,  performed  by 
permanent  officials  who  are  as  independent  of 
party  influence  as  in  the  case  of  the  central 
Government ;  but  the  actual  business  of  the 
municipality  or  other  authority  is  conducted 
by  Committees,  which,  so  far  from  consisting 
exclusively  of  members  of  the  party  in  power 
for  the  time  being,  are  chosen  from  the  w}uile 
of  the  Couftcilf  roughly  speaking,  in  proportions 
equivalent  to  the  power  of  the  respective 
parties  on  the  Council  itself.  This  is  equivalent 
to  members  of  the  Opposition  being  appointed 
to   all   the  subordindt^izpf^^OB^Gl^L^e 
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Government.  It  takes  away  from  the  party  in 
power  the  sole  responsibility  for  the  conduct  of 
business  during  its  tenure  of  office,  and  by 
making  the  minority  jointly  responsible  (in  so 
far  as  there  is  any  responsibility  at  all)  it  takes 
away  from  that  minority  its  natural  duty,  as  an 
opposition,  of  insisting  upon  reasonable  dis- 
cussion of  all  important  steps  before  changes 
are  effected,  without  hampering  those  upon 
whom  the  real  responsibility  rests  in  the  carry- 
ing out  of  those  schemes  which  have  been 
approved  by  the  majority.  Theoretically,  such  a 
machinery  is  radically  defective,  and  those  who 
approach  the  matter  dispassionately  must,  we 
think,  impute  much  of  the  existing  inefficiency 
of  local  Government  to  its  machinery.  . 

The  evil  does  not,  however,  stop  here.  The 
present  system,  which  in  no  effective  way  fixes 
responsibility  upon  the  party  for  the  time  being 
representing  a  majority,  naturally  obscures  the 
issue  before  the  voters  at  the  time  of  an 
election.  However  dissatisfied  they  may  be 
with  the  existing  position  of  affairs,  they  know 
that  it  has  at  all  events  not  been  entirely 
brought  about  by  either  side,  and  they  there- 
fore are  not  unnaturally  somewhat  sceptical  as 
to  whether  any  very  material  improvement  is 
likely  to  be  effected  by  an  alteration  in  the 
balance  of  power.  To  this  circumstance  must, 
we  think,  be  attributed  the  apathy  of  muni- 
cipal voters,  which  is  one  of  the  most  distinc- 
tive, and  at  the  same  time  one  of  the  most 
discouraging,  signs  of  the  present  day.  If  the 
party  in  power  for  the  time  being  possessed 
greater  power,  and  a  correspondingly  increased 
sense  of  r^ponsibility,  it  is  only  reasonable  to 
suppose  that  that  sense  of  responsibility  would 
have  a  steadying  effect  and  enable  better 
results  to  be  produced — which  might  fairly  be 
expected,  inasmuch  as  a  freer  hand  would  be 


accorded.  If,  however,  the  result  vras  still 
unsatisfactory,  the  electorate  would  at  least 
know  upon  which  party  the  responsibility 
rested,  and  might  alter  its  vote  accordingly, 
with  the  result  that  the  pendulum  would  swing 
in  local  as  in  Imperial  politics,  and  by  that 
process  the  municipal  machine  might  perhaps 
be  induced  to  do  its  work. 

Our  suggestion  is  that  in  all  forms  of  local 
government  the  party  representing  the  majority 
in  power  should  have  the  sole  nomination  on 
all  Committees,  and  that  upon  it  should 
devolve  the  sole  responsibility  of  carrying  on 
the  business  of  the  authority,  and  especially  of 
its  trading  departments,  leaving  the  minority 
for  the  time  being  free  to  criticise  and  advise. 
One  immediate  effect  of  the  change  would  be 
that  the  members  of  the  opposition,  not  being 
on  Committee,  would  call  for — and  would  by 
every  reasonable  majority  have  concede  to 
them — more  information  than  is  at  present 
accorded  to  the  Council,  in  such  a  form  as  to 
reach  the  electors  through  the  press.  The 
debates  in  the  Council,  instead  of  being  hope- 
lessly dull,  would  become  animated  and 
instructive  in  the  extreme;  successive  parties 
would  vie  with  each  other  to  produce  more 
satisfactory  results  during  their  respective 
terms  of  office ;  their  policy  would  be  more 
closely  and  intelligently  followed  by  the  elec-  , 
torate,  and  all  persons  concerned,  from  the 
highest  to  the  lowest,  would  take  a  greater  and 
more  intelligent  interest  in  what  was  really 
going  on. 

The  one  objection  that  could  be  raised  to 
this  plan  is,  it  seems  to  us,  that  it  would  place 

too  much  power  in  the  hands  of  the  majority 
for  the  time  being.  This,  however,  will  hardly 
bear  examination.  If  the  narty  which  has 
secured  the  majoriti^edQl^  Geoakot  be 
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trusted  with  the  powers  we  have  enumerated, 
it  is  hardly  to  be  supposed  that  the  position  is 
really  likely  to  be  improved  by  hampering  it  in 
its  well-intentioned  efforts  by  the  opposition  of 
a  party  which  (for  the  time  being)  has  been 
unable  to  secure  a  vote  of  confidence  at  the 
hands  of  the  electorate.  The  opposition,  if  it 
knows  its  work,  should  always  be  able  to  throw 
sufficient  light  upon  the  debates  to  see  that 
the  electorate  is  kept  informed  as  to  what  is 
going  on.  Moreover,  the  powers  of  no  local 
authority  are  unlimited.  On  the  contrary, 
they  are  limited  somewhat  strictly  by  statute, 
and  still  further  in  practice  by  the  control 
exercised  by  the  Local  Government  Board. 
There  would  thus  in  local  affairs  be  far  less 
danger  of  extremes,  as  a  result  of  casting  a 
full  measure  of  responsibility  upon  the  party 
for  the  time  being  in  power,  than  in  Imperial 
affairs.  Individual  members  would  naturally 
under  such  circumstances  occasionally  vote 
with  the  opposition,  in  order  to  place  them- 
selves right  with  the  electorate,  and  thus  the 
party  for  the  time  being  in  power  would,  if  it 
abused  its  opportunities,  speedily  find  itself  in 
a  minority. 

The  scheme  would  doubtless  require  elaborat- 
ing in  points  of  detail ;  but  in  principle  we  feel 
sure  that  it  has  within  it  the  seeds  of  success, 
and  represents  practically  the  only  way  of 
bringing  the  requisite  amount  of  public  atten- 
tion to  bear  upon  local  affairs.  It  might  be 
elaborated  by  giving  the  Local  Government 
Board  power  to  dissolve  the  Council  and  call 
a  general  election  at  any  time,  or  it  might 
require  such  an  election  to  be  held  whenever  a 
loan  applied  for  by  the  local  authority  had  been 
refused,  or  whenever  a  prescribed  minority  of 
voters  petitioned  the  Local  Government  Board. 
In  the  first  instance,  however,  we  think  that 


the  scheme,  as  we  have  outlined  it  above, 
would  be  found  a  sufficient  departure  to  be  well 
worth  a  trial  as  it  stands ;  and,  were  it  to  be 
tried,  there  can  be  little  doubt  as  to  its 
ultimate  success,  although  in  the  nature  of 
things  it  would  be  some  time  before  its 
numerous  advantages  would  become  suffi- 
ciently apparent  to  be  duly  appreciated. 


mteftl^  notes. 


„  .  ^  In  another  column  of  the  present  issue 
Fin  iBinruM  we  reproduce  an  interesting  article, 
which  recently  appeared  in  the  columns 
of  Lloyd's  Weekly  News,  on  the  subject  of  the  terms  of 
fire  insurance  policies  and  the  procedure  when  claims 
arise  in  respect  thereof.  This  article  is  obviously 
written  in  a  popular  vein,  and  therefore  contains  much 
that  will  doubtless  be  more  or  less  common  knowledge 
to  the  majority  of  our  readers.  At  the  same  time  it  is 
well  worthy  of  careful  consideration,  in  view  of  the 
very  general  impression  that  British  insurance  com- 
panies may  always  be  safely  relied  upon  **  to  do  the 
fair  thing,"  and  that,  therefore,  there  is  no  necessity 
for  the  assured  to  observe  such  ordinary  and  business- 
like precautions  as  be  wonld  undoubtedly  take  when 
embarking  upon  any  ordinary  business  transaction. 
The  reputation  for  generosity  enjoyed  by  British 
insurance  companies  is  undoubtedly  well  deserved,  but 
it  is  obviously  straining  matters  unduly  if  the  assured 
trades  too  much  upon  this  weakness.  He  should 
remember  that  this  generosity  does  not  arise  out  of 
any  philanthropic  instinct,  but  is  merely  a  business 
policy  deliberately  pursued  for  the  sake  of  the  excellent 
advertisement  it  provides.  Except  as  a  comparatively 
inexpensive  means  of  securing  further  badness,  an 
insurance  company  would  not  be  justified  in  throwing 
away  its  shareholders'  money  in  voluntary  gifts,  even 
although  the  recipients  of  those  gifts  might  happen  to 
be  old  customers  who  had  suffered  losses  under  unfor- 
tunate circumstances.  This  being  the  true  aspect  of 
the  situation,  it  is  clear  that  all  persons  insuring  against 
fire  should  do  so  upon  proper  business  lines.  They 
should  see  that  the  insurance  is  for  a  sufficient  amount, 
to  avoid  loss  under  the  working  of  the  average  clause  ; 
but  nothing  can  be  gained  by  over-Ins^ing,  inasmjieh 
as  under  no  circumstances  i  Aft^^fii^ea^enritle^Si 
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profit.  They  should  see  that  sufficient  evidence  is 
contained— either  in  fire-proof  safes  or  upon  premises 
other  than  those  where  the  goods  insured  are  situated 
— to  enable  a  claim  to  be  accurately  and  readily 
compiled ;  and,  instead  of  rrpiuing  because  an  ordinary 
insurance  policy  does  not  protect  them  against  con- 
sequential  loss,  they  should,  if  they  desire  to  be  insured 
against  this  risk,  take  out  a  special  policy  for  that 
purpose  with  a  company  that  is  prepared  to  undertalte 
that  particular  class  of  buuness.  There  is  no  difEculty 
in  insuring  against  loss  of  rent,  or  loss  of  profit,  arising 
firom  fire ;  but  euch  losses  are  not  comprised  in  the 
ofdinary  policy  insuring  busine^  premises  and  their 
contents.  Similarly,  ^e  owners  of  offices,  or  other 
parts  of  a  building,  should  remember  that  a  policy 
insuring  the  contents  of  their  rooms  will  not  pay  for 
the  cost  of  redecoration  as  a  resnlt  of  fire.  F'or  that 
purpose  a  specual  inraranoe  must  be  effected. 


For<«d  Tnaafcrt. 


As  previously  stated,  the  decision 


of  the  House  of  Lords  in  the  case 
of  Reuben  and  Ladenberg  v.  The  Great  Fingall 
Consolidated,  Lim.,  upholds  that  of  the  Court  of 
Appeal,  which  held  that  a  share  certificate,  even 
although  sealed  with  the  common  seal  of  a  com- 
pany, and  signed  by  two  directors  and  countersigned 
by  the  secretary,  is  a  mere  nullity,  if  in  point  of  fact 
it  be  at  liw  a  forged  document.  Persons  advancing 
money  on  the  faitfa  of  soch  a  certificate  must  therefore 
lose  it,  and  the  company  is  not  liable  to  make  good 
loss  caused  by  the  fraudulent  and  unauthorised  acts 
of  its  servants.  This  decision  is  no  doubt  satisfactory 
from  the  point  of  view  of  all  who  are  interested  in 
companies ;  bat  It  Is  dei-lrable  that  those  who  part  with 
money  in  exchange  for  documents  of  any  description 
should  henceforward  be  fuUy  acquainted  with  the 
extent  of  the  not  Inconsiderable  risks  that  they  run. 


Tht  Law  to  Popular  misconceptions  of  the  Taw  die 
■•••*»*■•  hard,  and  that  relating  to  receipts 
which  constitute  an  effective  discharge  for  a  debt  is  no 
exception  to  the  rule.  Accordingly,  it  seems  deurable 
to  draw  attention  to  a  case  which  came  before  his 
Honour  Judge  Edge  a  short  time  since,  in  which  the 
defendant  produced  a  receipt  signed  by  the  plaintiff 
"  In  settlement  of  all  claims,"  and  pleaded  that  that 
debarred  the  plaintiff  from  again  asking  for  the  debt, 
and  that  upon  this  evidence  the  plaintiff  ought  to  be 
non-snited.  The  plaintiff,  on  the  other  hand,  said  that 


when  he  gave  the  receipt  for  17s.  he  thought  that  that 
was  all  that  was  owing ;  he  had  since  found  out,  how- 
ever, that  a  sum  of  28s.  was  due.  His  Honour  held 
that  a  man  who  has  a  debt  owing  to  him  and 
agrees  to  take  one-half  is  not  bound  by  it ;  he  accord- 
ingly decided  in  the  plaintiff's  favour.  It  is  worth 
pointing  out  in  this  connection,  however,  that  it  has 
been  held  that  where  a  cheque,  or  other  negotiable 
instrument,  is  accepted  in  payment  of  a  larger  sum  dur, 
the  giving  of  that  negotiable  instrument  constitutes 
a  valM  consideration,  and  that  accordingly  a  receipt 
in  full  discharge  given  under  those  cirenmstances  is 
effective. 


Th«  Bardan  of  tha  A  recent  article  in  The  Financial  Neu  s, 
lowBMDsa.  contrasting  the  National  Debt  figures 
with  local  indebtedness,  points  out  that  the  returns  of 
local  debt  are  so  belated  that  only  those  for  1901-2  are 
as  yet  complete  1  It  is  also  said  that  local  or  municipal 
debt  means  much  more  than  the  debt  of  municipal 
corporations  and  county  councils.  In  London  it  is 
said  to  cover  not  only  the  debt  of  the  County  Council 
but  also  that  of  the  City  Corporation,  the  indebtedness 
of  the  twenty-eight  or  more  Borough  Councils,  the 
Water  Board,  the  MetropoUtan  Asylums  Board,  the 
various  Boards  of  Guardians,  and  several  "  smaller 
fry."  Our  contemporary  would  express  no  surprise  if 
the  total  debt  of  London  mounted  up  to  ^£'150,000,000, 
or  £^0  a  head  for  every  man,  woman,  and  child  !  The 
exact  amount  of  local  or  municipal  indebtedness  can 
only  be  hazarded.  Lord  Avebnry  estimates  the 
amount  for  1903-4  at  ^^469,000,000,  and  if  this  figure  be 
only  approximately  correct,  the  total  is  sufficiently 
large  to  make  even  the  most  ardent  municip^st  pause, 
if  he  would  but  think.  It  is  to  be  hoped  that  retrench- 
ment will  come  soon  enough  to  prevent  it  being 
compulsory. 


A  Itw 
Stamv  Aob 


It  is  reported  that  a  Bill  has  been 
presented  to  the  Dutch  States-General 
under  the  provi^ons  of  which  meat  for  consignment 
abroad  must  bear  a  stamp  indicating  that  it  has  been 
officially  examined.  We  are  not  told  whether  the  Bill 
indicates  the  place  where  the  stamp  is  to  be  affixed  or 
impressed ! 


The  Latest  Thing  The  following  circular,  which  has  been 
fa  Olnoian.     widely  distributed  in  a  provincial  town, 
wUl  doubtless  be  fogf^|^|(^  ^^^^gfi^g  and 
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enlighteiiioc.  Tbe  many-rided  "  acooantant "  does  not 
at  present  take  orders  for  coal ! — 

Important !   Kindly  keep  this  Circular  before  you  in 
your  Office^  to  refer  to  when  needed. 

To  , 

From  ,  AoccountaDt, 

 Street,  . 

All  Business  eotnuted  to  me  treated  in  strict 
coofidence. 

Advice  free  rq^ardioK  fioancial  matters. 

Copying  of  Legal  Deeds,  Docameots,  Leases,  &c., 
executed  with  great  attention  at  small  cost. 

Professional  gentlemen,  and  those  in  business  will 
save  much  time  and  worry  by  placing  overdueaod  doubtful 
accounts  in  my  hands  for  collection,  thereby  saving 
sobscriptions  and  annoyance  to  their  castomen  by 
publicity  in  trade  jonmals.  I  only  ask  4  per  cent,  com- 
mission on  results. 

I  am  also  prepared  to  attend  your  place  of  business, 
once  weekly,  to  enter  up  and  balance  books,  make  out 
accounts,  and  attend  to  any  other  work  requiring 
attention,  at  a  small  inclusive  fee  of  £2  2s.  a  quarter. 
Contracts,  Estimates,  &c.,  aipied  for  Builders  and 
fjtbers,  IS.  6d.  per  folio. 

Any  kind  of  writing  work  nndertaken  with  promptness 
and  accuracy. 


Land,  House,  and  Estate  Agent, 

 Street,  . 

Undertakes  with  great  care  and  personal  attention  : — 
Sales,  by  private  treaty,  of  Landed  Estates,  House 

Property,  Life  Policies,  Sbares,  &c.,  Letting  of  Houses 
(Furnished  and  Uafumisbed)  in  Town  and  Country, 
Residential  and  Landed  Estates,  Farms,  Shops,  Sec. 

Inventories  of  Household  Furniture  and  personal 
efiiects  prepared,  and  sold,  if  dedred,  by  private  contract. 

Estates  managed.  Rents  collected.  Valuations  for 
Probate,  Mortgages,  Transfers,  &c.,  carefully  prepared. 
Businesses  satisfactorily  disposed  of  and  purchased. 

Advice  on  all  matters  gladly  given  free. 


AiMrfeaa  A  Reuter's  telegram  anoouoces  that 
Kaumy  labatsa.  the  first  Federal  Grand  Jury  has 
r^oroed  ten  indictments  before  the  United  States 
Circmt  Court.  It  is  interesting,  and  quite  within  the 
magnitade  of  things  American,  to  note  that  the  indict- 
loeots  are  said  to  contain  6,420  counts,  all  of  which 
are  in  cmnection  with  the  granting  of  rebate  by  rail- 
way companies,  whose  names  are  not,  however, 
taentioaed. 


(Cocre0pon^ence  and  £nautrfe0> 

All  conmiMalaitloas  to  the  Editor  Aoald  bo 
by  lettw  oaty. 

[We  art  at  ail  times  ready  to  insert  correspondence  on 
matters  of  interest  to  the  Profession,  but  we  do  not  of  course 
held  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  emrrent  issue  must  reaek  lu  at  the  latest  by  Wednesday 
afternoon ;  and  must  in  all  cases  be  atcompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
publication,  but  at  a  guarantee  of  good  faith.'] 


Form  of  Accouats  lor  Local  Authorities. 
(To  tie  Editor  of  The  Aeeornntant.} 

Sir, — One  must  welcome  any  attempt  to  throw  light 
upon  this  important  subject,  and  your  suggestion 
whereby  the  views  of  practical  accountants  may  be 
obtained  and  codified,  and  of  placing  these  before  the 
Departmental  Committee  appointed  to  iwnsider  the 
Accounts  of  Local  Authorities,  by  tbe  President  of  the 
Local  Government  Board,  is  an  excellent  one ;  bat  one 
could  have  welcomed  it  very  moch  mom  hul  it  been 
made  earlier.  I  understand  the  Departmental  Com- 
mittee have  sdready  before  them  tbe  bulk  of  tbe 
evidence  that  is  proposed  to  be  taken,  and  my  only 
fear  is  that  It  may  be  too  late  now  to  submit  to  them 
tbe  information  which  will  be  fbrthcoming  in  response 
to  your  suggestion,  and  which,  doubtless,  will  be  of 
considerable  value,  as  there  are  many  aocoantants 
who  have  devoted  special  attention  to  this  subject  who 
would  be  able  to  put  before  the  Committee  much 
valuable  information  and  m&ny  points  of  interest,  but 
who  have  not,  before,  had  an  opportunity  of  doing  so. 

However,  I  trust  my  fears  on  this  score  may  prove 
to  be  quite  groundless,  and  that  tbe  inlormation  may 
be  placed  before  the  Departmental  Committee  in  time 
for  them  to  fully  consider  it  prior  to  their  report  on  the 
subject  being  drawn  up. 

One  of  the  first  questions  to  be  considered,  and  one 
of  the  most  important  (if  not  the  most  important),  is 
the  adoption  of  "income  and  expenditure"  as  the 
basis  upon  which  tbe  accounts  of  local  authorities 
shall  be  kept.  Unless,  and  until,  this  basis  is  adopted 
it  will  be  impossible  for  an  accurate  Balance  ^eet  to 
be  prepared,  which  is  essential  if  anything  like  a 
correct  idea  is  to  be  given  as  to  the  financial  pomtion 
of  a  local  authority;  the  present  form  of  financial 
statement  prescribed  by  the  Local  Government  Board 
is  valueless  as  a  means  of  Indicating  this.      OQ LC 
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I  trust  tbat  very  stroog  efforts  will  be  made  to  secure 
the  adoption  of  "iocoine  and  expenditure"  as  the 
fundamental  basis  for  the  acconnts  of  all  local  authori- 
ties for  the  future. 

I  understand  tbat  several  of  the  gentlemen  who  have 
given  evidence  before  the  Departmental  Committee 
have  urged  the  advisability  oE  adoptiog  this  basis.  I 
believe  the  Local  Government  Board's  Inspector  of 
Audits  is  in  favour  of  it,  as  also  are  several  of  the 
Board's  district  auditors  who  have  been  invited  to  Rive 
evidence.  It  would  therefore  appear  there  is  reason 
to  believe  that  the  Local  Government  Board  may 
decide  upon  the  adoption  of  this  system  in  the  near 
future. 

In  districts  where  the  accounts  are  kept  on  a  basis 
of  receipts  and  payments  I  have  known  cases  where 
payment  of  accounts  has  been  deliberately  held  over, 
in  order  that  the  accounts,  as  presented,  should  show 
a  credit  balance  at  the  end  of  the  financial  year ! 
By  adoptiog  the  income  and  expenditure  basis  the 
necessity  for  this  kind  of  thing  will  bs  obviated,  as  it 
would  then  be  immaterial  whether  payment  was  made 
before  the  close  of  the  year  or  not,  as,  if  not,  the 
amouot  due  would  be  shown  as  an  outstanding  liability 
— which,  of  course,  would  not  be  the  case  if  the  accounts 
were  kept  on  a  cash  basis. 

As  for  a  Receipts  and  Payments  Account  being  also 
prepared,  I  cannot  perceive  of  what  use  such  an 
account  would  be.  I  may  say  I  have  gone  to  the 
trouble  of  having  one  prepared  so  far  as  relates  to  the 
accounts  of  my  own  Council,  but  I  am  bound  to  admit 
it  has  been  practically  useless,  and  most  certainly,  in 
my  opinion,  did  not  justify  the  additional  time  and 
trouble  involved  in  its  preparation. 

Another  matter  which  calls  for  special  attention,  and 
which  certainly  requires  improving,  is  the  form  of 
financial  statement  prescribed  by  the  Local  Govern- 
ment Board.  The  present  form  is  altogether  inade- 
quate, and,  as  I  have  previously  stated,  is  valueless  as 
a  means  of  indicating  the  financial  position  of  a  local 
authority ;  indeed,  it  is  often  quite  misleading. 

In  order  to  show  how  really  misleading  it  is,  the 
following  instance— one  out  of  dozens  of  similar 
instances — may  be  quoted :  The  amounts  shown 
under  the  headings  of  "  Receipts  from  Electricity 
Works"  and  "Payments  in  respect  of  Electricity 

Works"  of  the    Local  Authority,  are  given 

as  Receipts  £7,68^  i6s.  4d.,  Payments  £3,907  2S.  id. 
It  would  appear  from  these  figures  that  this  particular 
undertaking  was  a  good-paying  concern,  and  that  a 


profit  of  £z<777  ^4^-  S^-  ^^'^  been  made;  but  when  it 
is  pointed  out  that  the  statutory  Sinking  Fund  instal- 
ments and  Interest  on  Loans  are  not  included  in  the 
paymeuts  (but  are  included  along  with  the  Sinking 
Fund  instalments  and  interest  in  respect  of  all  other 
undertakings  under  the  heading  "  Sinking  Fund  Instal- 
ments and  Interest  on  Loans ")  it  places  rather  a 
I  different  complexion  on  the  matter.   The  average  indi- 
'  vidual  would  conclude  the  profit  was  ^^3,777  14s.  3d., 
I  and  there  is  nothing  in  the  present  form  of  the  state- 
'  nient  to  indicate  that  such  is  not  the  case.  Moreover, 
it  is  impossible  to  ascertain  from  the  statement  what 
the  profit  really  is;  the  Sinking  Fund  instalments  and 
interest  on  loans  being,  as  they  are,  all  grouped 
together  and  entered  under  one  heading,  renders  this 
impracticable. 

The  following  practice  which  obtains  renders  the 
financial  statement  even  more  complicated  and  con- 
fusing. When  a  local  authority  expend  capital  outlay 
for  which  they  have  obtained  the  sanction  of  the  Local 
Goveroment  Board  to  raise  the  loan,  but  have  not  at 
the  end  of  the  financial  year  raised  the  loan,  the  sum 
expended  is  shown  in  the  Revenue  portion  of  the  state- 
ment.   The  followiog  instances  may  serve  to  more 
clearly  illustrate  my  meaning:— A  local  authority 
obtained  the  sanction  of  the  Board  to  borrow  £1,330 
for  town  hall  extensions;  the  work  was  carried  out 
and  paid  for  out  of  moneys  in  the  hands  of  the 
Treasurer,  but  the  authority  had  not  at  the  close  of  the 
financial  year  been  able  to  borrow  this  sum.  Conse- 
quently the  amount  expended  on  the  extensions  was 
added  to  the  "  Town  Hall  expenses  "  iu  the  Revenue 
portion  of  the  statement,  and  the  expenditure  shown  1 
under  this  head  was  £1,687     ^^tl*)  whereas  the  actual 
expenditure  chargeable  against  the  rates  under  this 
particular  head  was  about  £350. 

In  another  case  the  local  authority  had  obtained 
sanction  to  borrow  £5,000  for  a  street  improvement. 
The  work  was  carried  out  by  the  authority's  own  staff 
of  workmen,  and  at  the  31st  March  £1,447  6s.  gd.  had 
been  expended  thereon  ;  the  authority  had  not  up  to 
that  time  raised  any  portion  of  the  loan  sanctioned. 
The  £1.447  gd.  had  to  be  entered  in  the  Revenue 
portion  of  the  statement—  notwithstanding  that  it  was 
capital  outlay — under  the  headmg  *'  Expenses  on  Koads 
other  than  Main  Koads." 

Mark  what  follows.  When  these  particular  loans  are 
raised  the  amounts  expended  will  be  shown  a^ain^  in 
the  following  (year's  statement  as  "  Expended  out  of 
Loans,"   and   the  coi;responding  amounts  will  be 
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entered  in  the  Revenue  portion  of  the  statement  as 
income.  * 

As  regards  the  loans  porlion  of  the  financial  state- 
ment, one  has  to  make  adjustments  of  this  kind  every 
year  in  order  to  find  the  amount  to  be  inserted  in  the 
statement : — 

£   »  d 

Aoioant  expended,  as  per  Ledger  4,368  4  a 

.iid  Amoaot  onUUndtng  at  siBt  Match  1903  due  to 
Sundry  Tndeuuen,  paid  daring  year   767  8  3 

S.>3S  12  3 

Dtdmt  Amoont  outsianding  dne  to  Sundry  Tradesmen 
at  3i&t  March  1906   418  17  11 

Amount  (to  be  inserted  in  Rnancial  Statement)  paid 
out  of  Loans  £i.7o6  14  6 

It  will  be  seen  that  the  Ledger  amount  does  not 
cfHTespond  with  the  amount  appearing  in  the  financial 
statement.  This  is  so  in  nearly  every  case;  indeed,  the 
Ledger  figures  are  almost  useless  for  the  purpose  of 
preparing  the  financial  statement ! 

As  regards  the  question  of  the  inadequacy  of  the 
statement,  often  three  or  four  Ledger  Accounts  hare  to 
be  grouped  and  entered  therein  under  one  heading;  only 
one  line  is  given  for  receipts  from  gasworks,  and  another 
for  the  payments,  whereas  at  least  half  a  dozen  are 
required.  The  same  as  to  waterworks,  electricity 
works,  &c.  Only  one  line  is  given  for  *'  Balances  in 
band  at  end  of  year."  Considering  that  In  the  case  of 
my  own  Council  there  were  over  forty  balances  in  the 
hands  of  the  Treasurer  and  other  officers,  balances  due 
from  ratepayers,  electricity  consumers,  private  street 
works  frontagers,  and  other  sundry  debtors,  as  well  as 
stocks  of  materials  on  hand  at  the  end  of  the  year,  the 
absurdity  of  allowing  only  one  line  for  these  will 
readily  t>e  perceived. 

rersonally,  I  would  rather  prepare  half  a  dozen 
Balance  Sheets  than  one  of  these  financial  statements, 
and  often  a  "  key "  to  it  has  to  be  prepared  tiy  the 
accounting  officer  in  order  to  explain  to  the  auditor  how 
he  has  arrived  at  the  amounts  appearing  therein ! 

There  is  little  doubt  that  the  present  form  requires 
very  conriderable  amendment,  and  district  auditors 
themselves  are  looking  forward  to  a  vastly  improved 
form  for  tlie  future.   There  is  need  of  it. 

One  other  matter  which  the  Departmental  Com- 
mittee would  do  well  to  consider  is  the  period  of  the  rate. 
The  rate  only  covers  the  period  from  the  date  it  is 
le\-ied  to  the  31st  March  next  following  (Section  11  (2) 
of  the  Public  Health  Act,  1875).  As  I  have  previously 
pobted  out  (*'  Urban  District  Councils'  Accounts," 
p.  4),  where  the  rate  is  levied,  say,  on  the  ist  July,  there 
wooid  be  no  rate  in  force  between  the  ist  April  and  the 


30th  June,  and  a  person  occupying  a  house  or  other 
hereditament  between  those  dates  could  not  legally  be 
compelled  to  pay  rates  for  that  period,  there  being  no 
rate  in  force ;  00  the  other  hand,  a  person  gomg  to 
reside  in  that  district  on  the  ist  July  would  have  to  pay 
the  fnll  amount  of  the  rate  instead  of  ^  bad  the  rate 
been  levied  on  the  ist  April.  Of  course,  it  would  be 
impossible  to  make  the  rate  *'  continuous "  without 
amending  Section  1 1  (2)  of  the  Public  Health  Act,  1875, 
but  the  Local  Government  Board  could  insist  upon  the 
rates  being  levied  in  every  district  on  the  same  date,  or 
ttie  section  of  the  Act  above  referred  to  sfaonld  be 
amended  so  as  to  make  the  rate  a  continuous  one. 

Referring  to  p.  202  of  last  wuek's  issue  of  The 
Accountant,  on  which  are  set  out  the  " requirements  " 
of  a  system  of  local  authorities'  accounts:  these  are 
fairly  comprehensive,  but  I  think  it  is  possible  for  a 
system  to  be  drawn  up  which  will  meet  to  a  large 
extent,  if  not  fully,  all  the  requirements  mentioned. 

To  take  these  in  the  order  enumerated. 

I. — **  To  supply  such  information  as  may  be  necessary 
"to  enable  the  officials  to  see  (a)  that  all  moneys 
"  receivable  are  received,  and  {b)  that  no  accounts  are 
"  inadvertently  paid  twice  over." 

There  should  be  little  difficulty  in  satisfying  this 
"requirement." 

AU  moneys  receivable — other  than  rates,  gas  rentals, 
water  rentals,  &c.,  which  are  dealt  with  in  the  Rate 
Book,  Gas  Consumers*  Ledger,  Water  Consumers' 
Ledger,  &c.— should  be  entered  into  a  Day  Book  or 
Journal  as  they  become  due,  the  Impersonal  Accounts 
being  credited,  and  the  persons  from  whom  they  are  due 
being  debited  therewith,  and  the  accounting  officer 
should  see  that  accounts  therefor  are  rendered 
periodically. 

As  regards  irrecoverable  items,  a  list  of  these  should 
be  prepared  by  the  responsible  officer,  and  submitted 
to  the  authority,  and  the  list  should  state  clearly  the 
reasons  why  the  several  amounts  have  not  been  paid. 

As  to  payment  of  accounts,  I  think  one  of  the  best 
means  of  preventing  accounts  being  paid  twice  over  is 
to  have  a  Personal  Account  for  each  tradesman  with 
whom  the  Council  do  business.  The  tradesmen's 
credits  are  obtained  from  the  Invoice  Journal  and  the 
debits  from  the  Cash  Book  when  payment  is  made. 
If  a  careful  comparison  is  made  of  the  accounts 
received  for  payment — first  with  the  Invoice  Journal, 
and,  if  considered  necessary,  afterwards  i|ri$b  the 
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tradesmen's  Personal  Accounts  in  the  Ledger— it  ]s 
difficult  to  perceive  how  acconnts  should  inadvertently 
be  paid  twice  over. 

Unfortunately,  the  practice  of  keeping  aTradesmen's 
Ledger  is  not  ao  frequently  adopted  as  it  deserves  to 
be ;  moreover,  it  is  submitted  that  if  a  proper  ^stem 
of  double-entry  bookkeeping  is  to  be  followed,  a 
Personal  Ledger  is  essential. 

9* — "  To  enable  a  proper  supervision  to  be  exercised 
"  over  those  charged  with  the  handling  of  uioneys  or 
"stores." 

One  of  the  most  simple  and  yet  most  effective  checks 
upon  all  officers  in  daily  receipt  of  moneys  is  for  the 
officer  to  deposit  with  the  Treasurer  the  exact  amount 
of  one  day's  collections  the  following  day.  It  is  an 
unwise  pohcy  to  allow  collectors  to  retain  cash  in  their 
hands  for  a  longer  period  than  is  necessary.  The 
daily  totals  of  their  collections  should  be  clearly  shown 
in  their  Cash  Books.  The  collector's  receipts  should 
also  be  diecked  periodically  by  the  responsible 
accounting  officer,  who  should  satisfy  himself  that  the 
total  amount  of  each  day's  collections  is  deposited  with 
the  Treasurer  the  following  day. 

As  r^ards  the  checking  of  stores,  a  record  should  be 
kept  by  the  storekeeper  of  all  materials  received  into 
or  delivered  from  the  stores  yard. 

The  stores  yard  debits  should  agree  with  the 
amounts  charged  against  Stores  Account  in  the 
Invoice  Journal,  and  the  accouotiog  officer  can  readily 
ascertain  from  this  latter  book  what  stores  have  been 
taken  to  the  stores  yard. 

Stores  should  not  be  delivered  without  a  written 
order  from  a  responsible  foreman,  and  these  orders 
should  be  handed  to  the  accounting  officer  for  com- 
parison with  the  delivery  notes  issued  by  the  store- 
keeper. This  will  enable  an  effective  check  to  be  made 
upon  all  stores  delivered. 

A  stocktaking  should  take  place  periodically.  The 
accounting  officer  will  always  be  abte  to  ascertain  from 
the  Stores  Account  a  fairly  accurate  idea  of  the 
amount  of  materials  there  should  be  on  hand,  and  if 
the  stock  be  taken  frurly  often,  it  will  afford  a  further 
check. 

3.—"  To  enable  the  members  of  the  local  authority 
to  exercise  due  supervision  over  the  employees." 

This  requirement  presents  some  amount  of  difficulty. 
The  local  authority  are  dependent  to  a  very  great 
extent  upon  their  responsible  accounting  officer  for 
information  which  would  enable  them  to  exercise  any 
amount  of  superviuon  over  the  employees.  The  local 


authority  should  appoint  an  accovnthig  officer  who 
should  have  the  superviuon  of,  and  ba*respoDsiUe  for, 
the  whole  of  the  accounts,  and  whose  doty  it  should  be 
to  report  thereon  to  the  local  authority  periodically ; 
a  thorough  sjrstematic  examination  of  all  the  accounts 
should  be  made  each  month,  and  the  officer  whose 
duty  it  is  to  examine  the  accounts  should  report  to  the 
authority  the  result  of  such  examination  or  audit. 

A  comparative  statement  showing  (a)  the  amount  of 
the  estimated  expenditure  for  the  year  in  respect  oE 
each  purpose,  (b)  the  proportion  of  such  estimate  to  the 
date  the  statement  is  made  up  to,  (c)  the  amount  over 
— or  under— expended  on  the  estimate,  and  (d)  the 
actual  expenditure,  should  be  prepared  each  month. 
The  same  with  respect  to  income. 

Such  a  statement,  prepared  and  submitted  to  the 
Council  every  month,  will  enable  the  members  to  see 
at  a  glance  how  the  expenditure  under  the  various 
heads  compares  with  the  respective  amounts  estimated 
to  be  expended,  and  any  tendency  to  over-spend  is  at 
once  apparent  and  may  be  arrested.  Furthermore,  in 
order  to  ensure  the  accuracy  of  the  statement,  the 
accounts  will  require  to  be  kept  thoroughly  up  to  date. 

4. — "To  enable  the  Local  Government  Board  to 
exercise  due  supervision  over  the  local  authority." 

Too  great  an  amount  of  supervision  by  the  Local 
Government  Board  over  the  local  authority  is  not 
desirable,  nor  is  it  calculated  to  be  of  benefit ;  all  the 
supervision  necessary  is  to  require  from  the  local 
authority  an  annual  return  showing  (i)  the  income  and 
expenditure  of  each  department  separately  and  dis- 
tinctly (part  of  the  expenditure  of  one  department 
should  not  be  grouped  with  part  of  the  expenditure  of 
several  departments— which  is  dcme  at  present).  (2) 
A  copy  of  each  Balance  Sheet — that  is,  a  Balance 
Sheet  for  each  department — together  with  copy  of  the 
aggregate  Balance  Sheet.  The  return  should  also 
provide  means  whereby  the  Local  Govonment  Board 
are  able  to  ascertain  that  the  local  authority  are 
making  due  provision  for  the  repayment  of  their  loans 
within  the  period  allowed. 

It  should  be  the  duty  of  the  auditcnr  to  satisfy  the 
Board  that  expenditure  out  of  loans  has  been  for  the 
purpose  for  which  it  was  sanctioned,  and  also  that 
loans  are  not  raised  without  the  local  authority  having 
first  obtained  the  Board's  sanction  thereto. 

It  should  also  be  open  to  the  auditor  to  direct  the 
attention  of  the  Board  to  any  expenditure  which  may 
have  been  unreasonable  or  ill-advised.  At  present  the 
auditor  can  only  take  es«9ptKieb^0OH^>payment  that 
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is  illegal ;  he  cannot  raise  objection  to  any  pay- 
ment, if  legal,  however  ezcesmve,  unreasonable,  or 
iH-ftd  vised. 

Surcharges  sboald  be  abolished  on  the  ground  that 
the  bulk  of  them  are  in  respect  of  payments  which  are 
merely  technically  illegal ;  the  expenditure  may  have 
been  bond  fide  in  the  interests  of  the  good  government 
of  Uie  district,  bnt  if  technically  illegal  it  is  sur- 
cha^ed,  and  this  leads  to  an  enormous  amount  of 
noDeceesary  correspondence.  Moreover,  something 
lilee  90  per  cent,  of  the  number  of  surcharges  are  after- 
wards remitted  by  the  Local  Government  Board, 
which  is  ample  proof,  if  any  were  needed,  of  the 
fatility  of  snrcbarges. 

It  has  been  argued  that  some  amount  of  restraining 
influence  upon  local  authorities'  expenditure  is  neces- 
sary, and  that  the  best  means  of  effecting  this  is,  that 
all  expenditure  which  may  have  been  illegal  should  be 
snrcharged.  To  my  mind  this  will  be  more  effectually 
tonight  about  by  the  publication  of  local  anthorities' 
accounts  in  a  clear  and  concise  form  enabling  rate- 
payers to  judge  for  themselves  whether  the  local 
authority  have  exercised  efficiency  and  economy  in  the 
administration  of  the  town's  affairs  than  by  the  sur- 
charging of  certain  items  of  expenditure.  Members 
of  local  auth(»ities  would  probably  be  restrained  from 
injadicions  or  excesnve  expenditure,  more  by  the 
adverse  opinion  of  their  constituents  than  by  the 
pow^  of  surcharge  possessed  by  the  Local  Govern- 
ment Board's  district  auditors. 

5.—*' To  enable  ratepayers  to  judge  as  to  the 
"  efficiency  and  economy  with  which  the  local  authority 
"discharge  their  duties." 

The  publication  of  the  accounts  of  local  authorities 
in  a  clear  and  concise  form  containing  a  separate 
Balance  Sheet  for  each  department,  and  an  aggregate 
Balance  Sheet  showing  the  surplus  of  outlay  and  assets 
over  Batdlitles,  together  with  the  report  of  the  account- 
ing officer,  and  also  the  report  of  the  auditor,  should 
do  much  to  enable  ratepayers  to  judge  whether  the 
local  authority  are  exercisii^  efficiency  and  economy 
in  the  discharge  of  their  duties. 

An  acconnt  showing  the  estitnated  and  the  actual 
openditure  in  respect  of  each  purpose  may  prove 
oaefol,  as  it  will  serve  to  show  ratepayers  whether  the 
estimates  have  been  exceeded,  or  the  reverse.  The 
published  accounts  should  also  clearly  show  whether 
all  or  any  <rf  the  reproductive  undertakings  possessed 
by  the  local  aatbority  have  yielded  profits,  or  if  any  of 


these  have  necessitated  a  call  on  the  rates ;  the  average 
rate  of  interest  paid  on  loans  should  also  be  stated. 

6. — *'  To  enable  investors  who  have  lent  money  to 
"local  authorities  to  judge  as  to  the  soundness  of  Iheir 
"  investment." 

A  perusal  of  the  aggregate  Balance  Sheet  will  enable 
investors  to  judge  as  to  the  soundness  of  their  invest- 
ment— that  is,  if  the  surplus  of  outlay  and  assets  over 
liabilities  is  clearly  shown  therein. 

In  the  case  of  stocks  investors  are  enabled  to  judge 
fairly  accurately — apart  from  the  published  accounts 
of  the  authority— as  to  the  soondnesb  of  their  invest- 
ments by  the  price  they  are  quoted  at  in  the  Money 
Market. 

So  much  as  regards  the  requirements  enumerated 
in  the  memorandum  submitted  to  the  Departmental 
Committee. 

The  question  of  depreciation  in  connection  with 
reproductive  undertakings  is  also  one  that  the  Depart- 
mental Committee  might  with  advantage  inquire  into. 
There  is  no  doubt  that  some  provision  should  be  made 
above  and  beyond  the  statutory  Sinking  Fund  instal- 
ments, inasmuch  as  no  part  of  the  Sinking  Funds  can 
be  utilised  for  the  renewal  of  worn-out  machin^y  or 
plant,  nor  in  fact  for  any  other  purpose  whatsoever 
than  the  redemption  of  loan  indebtedness ;  and  in  case 
of  a  breakdown  occurring,  unless  some  provision 
made  annually  for  such  a  contingency  the  local 
authority  might  find  themselves  in  a  very  awkward 
position. 

What  I  think  might  with  advantage  be  done  would 
be  for  the  Local  Government  Board  to  grant  local 
authorities  a  longer  period  for  the  redemption  of  loans 
raised  on  such  undertakings  as  gasworks,  waterworks, 
electricity  works,  tramways,  &c.,  and  to  insist  upon 
provision  for  depreciation  purposes  at  a  certain  ratio 
upon  the  capital  outlay.  This,  i  consider,  would  be  a 
great  advance  on  the  present  practice  of  granting  only 
a  comparatively  short  period  for  the  repayment  of  the 
loan  indebtedness,  and  not  insisting  upon  any  further 
provision  for  depreciation  purposes. 

In  many  cases,  the  amount  of  the  statutory  Sinking 
Fund  exceeds  the  amount  which  would  be  necessary  to 
set  aside  for  ordinary  depreciation  purposes,  yet,  not* 
withstanding  this,  any  renewals  of  plant  or  machinery 
would  have  to  be  made  good  out  of  revenue ;  whereas 
if  a  longer  period  were  granted  for  the  repayment  of 
loans — necessitating  a  reduced  Sinking  Ftmd — and 
some  further  provision  m<t^|f^g(i^gp@)^qS)^4^8' 
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renewals  of  plant,  machinery,  ScCf  could  be  made  out 
of  the  fiinds  thus  provided. 

Considering  the  shortness  of  the  period  allowed  for 
the  repayment  of  loans,  it  is  somewhat  of  a  hardship 
upon  local  authorities  to  have  to  provide  a  fimd  for 
renewals  and  replacements  in  addition  to  the  statutory 
Sinking  Fund,  yet  it  is  the  wisest  course  to  adopt. 

There  is  just  one  other  point  I  would  lilie  to  refer  to, 
that  is  with  reference  to  the  levying  of  one  rate  to 
cover  all  classes  of  expenditure.  No  doubt  this  is  very 
desirable ;  but  it  will  require  an  amendment  of  several 
existing  Acts  of  Parliament  to  enable  local  authorities 
to  do  this.  For  instance,  the  incidence  of  rating  for 
the  borough  rate  is  different  from  that  for  the  general 
district  rate.  The  rateable  value  upon  which  the 
borough  rate  is  levied  is  invariably  greater  than  the 
rateable  value  upon  which  the  general  district  rate  is 
levied ;  certain  properties  which  are  rateable  at  "  one- 
fourth  the  net  annual  letting  value"  for  the  general 
district  rate,  are  rateable  at  full  for  the  borough  rate 
and  at  one-half  for  poOT  rate  purposes.  If  there  can  be 
a  single  uniform  rate  it  will  save  a  great  deal  of 
trouble  and  expense,  and  will  considerably  simplify 
matters. 

I  fear  I  may  have  dwelt  at  too  great  length  on  the 
subject,  but  it  is  a  subject  that  when  one  is  once 
launched  upon  it,  it  is  difficult  to  know  when  to  call 
"  Haiti" 

I  am.  Sir,  yours  faithfiiUy, 

FRED.  S.  ECKERSLEY. 
Bt.  Annes-ott'the-Sea,  zStk  August  1906. 


B.Sc.  (Economics). 

{Tff  the  Editor  of  The  Accountant.) 
Sir,— Referring  to  the  letters  of  Fledgeling "  and 
"  A.C.A.,"  I  can  perhaps  give  them  a  little  Information 
on  the  attitude  of  the  London  University  authorities  on 
the  matter  of  modifying  the  Matriculation  Examination 
in  the  case  of  members  of  our  Institute.  On  looking  at 
the  lists  of  compulsory  subjects  in  the  Matriculation 
and  Inter.  B.Sc.  Examinations  it  was  apparent  to  me 
that  anyone  who  had  left  school  many  years  behind, 
would,  after  passing  Matriculation  as  set  down,  have  to 
start  preparing  certain  subjects  before  he  could  begin 
the  work  for  Inter.  B.Sc.  with  any  hope  of  success.  I 
accordingly  wrote  the  Registrar  of  the  University 
asking  if  the  subjects  of  a  scholastic  nature,  with  which 
tor  the  purposes  of  Inter.  B.Sc.  it  was  necessary  to  be 
familiar,  coold  constitute  a  Hatricolation  Ezamhiation 


for  me.  The  reply  was  that  the  r^nlations  for  Matri- 
culation could  not  be  altered.  The  subjects  are  as 
follows : — French,  German,  Mathematics  or  Logic, 
History,  and  Geography.  These  five  subjects  (five  is 
the  number  in  the  relations)  would  constitnte  quite 
as  stiff  an  examination  as  the  compulsory  subjects,  and 
would  enable  a  man  to  start  straight  away  on  the  work 
for  Inter.  B.Sc.  I  think  my  request  was  reasonable, 
and  I  should  like  to  hear  that  the  Council  of  our 
Institute  would  approach  the  Senate  of  the  London 
University  on  these  lines. 

Yours  faithfully, 

zgth  August  1906.  RISING  THREE. 


A  Bookkeeplog  Question. 

{To  th£  Editor  of  Tht  Aeeotmtant.) 
Sir, — Would  you  be  so  good  as  to  settle  a  little 
question  which  has  arisen  between  myself  and  two 
leading  accountants: — ^Johnson  &  Co.  sell  oil  to 
Smithson  &  Co.  (Canada)  for  ^^300.  An  invoice  is 
sent  to  Smithson  &  Co.  for  this  amount.  The  oil 
market  rises,  and  Smithson  &  Co.  inform  Johnson  & 
Co.  that  they  are  willing  to  resell  the  oil  back  again  for 
£357'  Johnson  &  Co.  accept  and  send  a  cheque  for 
the  difference,  £s7.  The  goods  have  not  been  moved 
during  these  transactions.  My  entries  are  :— 
Sales  Account. 


By  SmitbioD  A  Co. 


£ 

300 


Pdrchasbs  Account. 


To  SmlUisoii  &  Co. 


£ 

3S7 


s  d 


SMrnisoN  &  Co. 


To  Sales  300  o  o  I  By  PnrcbkBtt  .. 

.  Cheque       . .      . ,     37  o  o  I 

£357  o  o 


£    •  d 

.    357  o  o 

£357  o  o 


Cask  Book  (Johnson  ft  Co.'s). 


£  B  d 

By  Sznitfatoo  ft  Co.    . .    37  o  o 


My  auditors  say  that  the  £35-;  in  Purchases  Account 
and  £100  in  Sales  Account  should  not  be  taken  into 
consideration  at  all,  and  the  ^£"57  paid  be  posted  direct 
to  Profit  and  Loss  Account. 

I  contend  that  I  a^^gT^|^,u^^gj^g|(gurcha8e 
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ue  perfectly  ^Daine,  aod  an  action  would  be 
wccessful  if  delivery  was  demanded  by  the  buyers  in  the 
first  case,  and  also  if  the  £57  was  debited  to  Profit  and 
Loss  direct  it  would  be  a  gambling  transaction— 
£amblii%  in  differences,  and  illegal.  The  gross  per- 
ceotages  of  profit  or  loss  would  also  be  affected. 

Yours  faithfully, 

WEARY. 

Elective  Auditor's  Qiullflcattons. 

(To  tkt  Editor  of  Tke  Aec<mntant.\ 
SiK,— Will  you  kindly  infonn  me  whether  a  person 
boMiog  an  appointment  as  Registrar  of  Births  and 
Deaths  is  eligiUe  to  hold  office  as  elective  auditor,  or 
doeshis official  appointment  preclude  him  from  holding 
sodi  office? 

Yours  truly, 
Augua  1906.  CAERDYDD. 
Tes,  he  is  eligibla— Ed.  Acci,} 


laterest  on  Estate  Duty. 
(T*  tJtM  Editor  of  Th*  AeeoMntami.) 

Sir, — WiU  you  or  any  readers  of  Thi  Accountant 
e:^vess  an  (pinion  upon  the  law  relating  to  the  above 
interest.  Under  the  Finance  Act,  1894,  such  interest 
was  deemed  a  charge  against  capital,  the  authority 
b»Bg  the  Act  itself,  which  states :  "  Such  interest  shall 
form  part  of  the  estate  duty." 

This  was  supported  in  In  re  Fish ;  Lea  v.  Fish, 
dedded  in  1896  (upon  the  Act  of  1894},  but  not  repwted 
taitili897. 

The  wording  of  the  Finance  Act  of  1896  was,  how- 
era-,  slightly  different  from  the  Finance  Act,  1894, 
beii^  as  follows : — 

**  The  interest  shall  be  recoverable  in  the  same  way 

as  if  it  formed  part  of  the  estate  doty," 
and  becanse  of  such  change  several  writers  now  deem 
tiie  interest  to  be  a  charge  against  income.  It  appears 
to  me  to  be  a  very  slight  ground  for  the  change  in 
treatment,  and  I  shall  be  obliged  if  you  can  tell  me  of 
an;  case  decided  since  1896  dealing  with  the  question. 

Thanking  you  in  anticipation, 

Yours  truly, 

A.  W. 


Hush  Blair,  C.A. 
V«  deeply  regret  to  record  the  death  of  Mr.  H.  Blair, 
'-■i-,  York  Race^  Ediabnrgh,  which  took  place  vary 


suddenly  on  the  20th  alt.,  at  his  summer  residence  at 
Radella,  North  Berwick.  The  cause  of  death  was  heart 
failure.  Mr.  Blair,  whose  portrait  we  give  in  this 
issue,  wa.1  one  of  the  best  known  and  most  h^hly 
respected  members  of  the  Society  of  Accountants  in 
Edinburgh.  The  third  son  of  the  late  Hugh  Blaii,  W.S.. 
of  Auchenreocb,  of  the  Stewartry  of  Kirkcudbright, 
he  was  bom  in  1844.  The  late  Sheriff  Blair  of  the 
Lotbiaas,  and  Mr.'  Patrick  Blair,  W.S..  were  his  brothers. 
Mr.  Blair  was  educated  at  Edinbur^  Academy,  at  Rugby, 
^d  at  Edinburgh  University,  and  was  admitted  as  a 
member  of  the  Society  of  Accountants  in  1869.  He 
became  a  partner  of  the  firm  of  MacAndrew  &  Blair,  C.A., 
in  1874.  He .  was  elected  a  Fellow  of  the  Faculty  of 
Actuaries  in  1870,  and  in  1901  he  was  made  President  of 
the  Society  of  Accountants.  Mr.  Blair  held  many 
important  appointments,  among  them  being  the  auditor- 
ship  of  the  Scottish  Equitable  Life  Insurance  Society,  the 
piydesdale  Bank,  the  Faculty  of  Advocates,  Merchants* 
Company  of  Edinburgh,  George  Heriot's  Trust,  the  Royal 
Infirmary  of  Edinburgh,  and  the  Edinburgh  School  Board. 
He  was  also  actuary  of  the  Widows'  Fund  of  the  Faculty 
of  Advocates.  The  remains  of  the  deceased  were  interred 
in  the  Dean  Cemetery  on  the  23rd  tilt.  A  service,  at 
which  the  Rev.  Canon  Cowley  Brown  officiated,  and 
which  was  attended  by  a  large  number  of  the  deceased's 
friends,  was  held  in  the  Church  of  St.  John  the  Evangelist, 
in  Princes  Street,  Edinburgh.  After  the  service  in  the 
church  the  coffin,  which  was  covered '  with  flowers,  was 
carried  from  the  church,-  tiie  Dead  March  in  "  Saul "  being 
played  meanwhile,  and  was  conveyed  to  the  Dean 
Cemetery  in  the  presence  of  a  large  body  of  mourners. 


Xocal  Butbortttes  an5  tbetc  Woclt. 


By  PaacT  Ashley,  M.A. 


A  PAPER  read  before  the  London  Society  on  March  aist, 
Mr.  W.  H.  Fox,  F.C.A.,  presiding. 


The  subject  on  wluch  I  have  been  asked  to  address  you 
this  evening  is  very  large  and  complicated,  and  accordingly 
in  the  short  time  at  my  disposal  I  propose  not  to  attempt 
to  edter  much  into  detail,  but  rather  to  invite  your  con- 
sideration of  certain  broad  aspects  of  this  very  important 
matter  of  local  government. 

It  may  be  convetuent  to  start  with  a  definition — ^that 
"  local  government "  means  in  this  country  the  discharge 
by  the  inhabitants  of  a  defined  area,  ei^wr  directW  or 
through  elected  representativBigictfetttt^pun^li^rM^ies 
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within  that  area  with  which  they  have  been  invested  by 
parliaraentaiy  enactment,  or  which  devolve  upon  them  at 

common  law,  such  action  bein^  subject  to  a  varying 
amount  of  control  exercised  by  the  central  Government. 
That  definition — for  which  I  do  not  claim  the  merit  of 
absolute  scientific  completeness  or  accuracy — contains 
within  itself  most  of  the  general  principles  to  which  I 
would  ask  your  attention  to-night. 

(i)  The  first  point  is  that  the  work  of  the  English  local 
authorities  represents  much  the  greater  part  of  the  actual 
work  of  government  in  this  country,  and  that  it  touches 
the  ordinary  citizen  much  more  immediately  and  closely 
than  the  work  of  the  central  Government ;  in  fact,  it  has 
been  said,  and  without  much  exagg^ation,  that  practically 
all  goTemment  in  this  country  is  local  government.  If  we 
exclude  the  Army  and  Navy,  the  administration  of  the 
national  finances,  and  the  enforcement  of  legislation 
affecting  the  conduct  of  trade  and  industry,  we  find  that 
the  functions  of  the  various  departments  are  confined  to 
the  aiding,  direction,  supervision,  and  guidance  of  the 
action  of  the  numerous  local  authorities  of  one  kind  and 
another,  which  are  entrusted  with  the  conduct  of  all  the 
o^r  multitudinous  public  services  which  the  modern 
English  citizen  demands  from  the  State,  or  uriiich 
experience  has  shown  that  it  is  desirable  for  the  State  to 
undertake. 

This  practice  of  devolution — that  is,  the  transference 
of  many  of  the  tasks  of  the  central  Government  to  autho- 
rities, representatives  of  localities,  and  acting  under  a 
varying  amount  of  central  control,  and  with  more  or  less 
of  discretionary  power— this  devolution  has  gone  further 
in  this  country  than  in  any  other  State  of  Europe.  The 
policy  has  been  dictated  partly  by  administrative  con- 
venience ;  the  experience  of  many  States,  ancient  and 
modem  alike,  has  shown  that  in  the  long  run  it  is  impos- 
sible to  carry  on  the  administration  of  a  large  country,  and 
to  deal  with  the  needs  of  a  great  population,  from  a  single 
centre  and  by  means  of  a  body  of  mere  officials.  The  results 
are  always  the  same — attempts  to  force  all  action  into  a 
common  mould ;  indifference  to  local  peculiarities  and 
varieties  of  local  needs  ;  the  consequent  over-burdening  of 
the  officials ;  popular  indifference,  or  even  hostility,  to  the 
work  of  government;  and  ultimately  a  collapse  of  the 
whole  or^ganisation.  This  brings  us  to  a  second  reason 
for  the  policy  of  devolution — ^the  political  motive.  It  has 
been  found  desirable  to  endeavour  to  develop  the 
"political  habit"  amongst  the  citizens— that  is,  to  train 
them  in  the  conduct  of  affairs,  to  accustom  them  to  the 
sense  of  responsibility,  to  awaken  and  maintain  interest  in 
the  management  of  the  nation's  business.  I  need  hardly 
remind  you  of  the  commonplace  of  most  English  and 
fore^n  political  students,  that  the  large  measure  of 
ancceas  achieved  by  the  English  Parliament  in  com- 


parison witii  similar  institutions  abroad  has  been  due  to 
the  fact  that  the  English  Parliament  is  only  tiie  crown  of 
a  system  of  self-government  to  which  the  people  were 
accustomed  in  the  local  assemblies,  and  that  the  great 
leaders  of  the  Parliament  in  the  smuggle  against  the 
arbitrary  power  of  Ihe  Crown  in  the  seventeenth  century 
were  men  who  had  been  trained  to  habits  of  business  and 
responsibility  in  the  conduct  of  local  administration.  And 
this  suggests  a  third  point,  that  the  devolution  policy 
which  has  been  described  has  been  due  largely  also  to  the 
tradition  of  "local  self-government,"  which  has  always 
been  in  existence  in  England,  even  though  the  practice 
became  extremely  weak  at  times,  notably  in  the 
eighteenth  century.  The  ordinary  Englishman  still,  I 
think,  regards  "central  government"  as  something  which 
is  inclined  to  be  tyrannical,  and  the  right  of  "local  self- 
government  "  as  a  possession  with  which  no  Government 
may  properly  interfere. 

(2)  In  the  nineteenth  century  there  was  a  remarkable 
growth  of  local  government  in  this  country,  partly  owing 
to  the  ever-increasinp  demand  for  fresh  services  to  be 
rendered  by  the  State,  and  in  part  due  to  the  rise  of 
democracy.    The  development  of  local  institutions  in 
England  followed  last  century  upon  the  changes  in  the 
constitution  of  the  national  Parliament,  and  were  part  of 
the  same  reform  movements.   Thus  the  first  Reform  Act 
( 1833),  which  destroyed  the  power  of  that  oligarchy  that  bad 
90  long  ruled  England  through  its  control  of  the  composi- 
tion of  the  House  of  Commons.  That  Act  was  followed  in 
rapid  succession  by  tbe  reorganisation  of  the  relief  of  the 
poor,  and  the  establishment  of  universal  elected  boards 
for  that  purpose  in  place  of  the  old,  almost  irresponsible, 
justices  of  the  peace ;  tiie  reform  of  the  municipal  corpo- 
rations, which  swept  away  the  old  seU-recmiting  bodies, 
enjoying  special  privileges  and  administering  corporate 
property  for  their  own  benefit,  and  replaced  them  by 
authorities  elected  on  a  wide  suffrage  {  tbe  commencement 
of  a  system  of  national  education,  and  the  first  faint 
beginnings  of  that  caie  for  public  health  which  has  done 
more  than  anything  else  to  develop  our  English  local 
authorities. 

Hie  second  Reform  Act  (1867).  which  in  the  actual 
numbers  to  whom  it  gave  the  parliamentary  franchise  went 
very  much  further  than  the  Act  of  1833,  was  followed  by 
the  establishment  of  elective  educational  authorities  a.nd 
universal   sanitary   boards.     Then,   finally,   when  the 
agricultural  labourers  had  been  given  the  r^ht  to  vote  at 
parliamentary  elections  in  1884,  it  was  felt  that  the  long- 
contemplated  reform  of  county  government  could  no  longer 
be  postponed ;  and  in  1888  the  justices  of  the  peace,  who 
were  appointed  solely  by  the  Crown,  were  replaced  ixi  the 
county  administration  by  elected  couiwils.  Six  years  later 
the  Uberal  Ministry  cog:*^^  i^^^^^OOl^  Con- 
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senative  predecessors  by  the  creatioa  of  parish  councils. 
Thus  as  Parliament  has  become  more  democratic^  as  the 
priaciple  of  ;>opular  government  has  been  asserted  more 
and  more  in  national  affairs,  so  the  application  of  the 
same  principle  has  been  constantly  extended  in  local 
aflaiis  also. 

(J)  We  may  next  notice  briefly  the  areas  of  local 
administration,  which  are  of  six  difierent  kinds  (exclusive 
of  the  metropoiis,  which  has  a  special  organisation  and 
ceed  not  be  discussed  here).  The  follo«ring  diagram  shows 
the  generid  scheme  : — 

ADcle&t  or  Historicftl  County 


Adnioistntive  Couotjr  or  Counties       Coonty  EkHrougbs 


D 


.!  


Non-Coont; 
Moakipal  Boroughs 


t'rUn 
Districts 


Panshes 


Rilrat 
Districts 

Rural 
Parish. 


Paritha 


Poor  Lkw  Uoiods. 

S'oiis.— 

(i.)  The  ancient  or  historical  cotinty  is  divided  into  an 
administrative  county  (or  in  ten  cases  two,  or  even 
three,  administrative  coonties)  and  county  boroughs.  ' 
These  Utter  are  large  towns  (50,000  inhabitants  at 
least)  which  are  excluded  from  the  area  of  the 
administrative  county ;  some  of  the  powers  of  a 
county  council  are  exercised  in  such  boroughs  by 
the  town  councils, 
lii.)  The  administrative  coun^  includes  non-county 
•nuDicipal  boroughs,  urban  districts,  and  rural 
districts  (which  are  groups  of  rural  parishes).  The 
county  council  contains  representatives  of  all  these 
areas,  and  has  powers  and  duties  in  all  of  them. 
It  has  some  control  over  the  proceedings  of  rural 
district  and  parish  councils, 
liii.)  The  difference  between  municipal  boroughs  and 
urban  districts  is  not  one  of  size  }  it  is  often  merely 
histcnical.    Many  urban  districts  are  larger  than 
most  municipal  boroughs, 
liv.)  The  pari^  is  an  area  for  general  local  government 
purposes  only  in  the  rural  portions  of  England  ;  in 
the  urban  areas  it  is  important  merely  for  some 
snbsidiaiy  purposes  of  poor  law  administration, 
(v.)  The  poor  law  union  is  a  group  of  parishes  formed 
for  poor  law  purposes ;  it  may  be  entirely  urban, 
entirely  rural,  or  mixed.    Its  boundaries  do  not 
necessarily  coincide  with  those  of  any  other  area. 
These  areas  fall  Into  groups,  which  we  may  call  natural 
lai  artificial.   The  first  includes  the  historical  areas— the 
'jcat»  (for  even  where  the  ancient  county  is  divided  into 
^  01  three    administrative   counties   these  divisions 
^wilj  follow  more  or  less  historical  or  traditional  lines) 


and  the  older  mnoicipalities ;  and  the  more  or  less  definite 
social  groups — the  urban  aggregations  or  the  parishes.  In 
the  other  set-^he  artificial  areas— are  the  rural  district 

and  the  poor  law  union,  which  are  almost  purely  arbitrary 
groupings  of  parishes,  dictated  solely  by  administrative 
convenience,  since,  for  the  particular  services  whK:h  the 
authorities  of  these  areas  have  to  administer,  the  single 
parish  was  found  to  be  much  too  small  for  satisfactory 
work.  This  is  true  of  many  of  the  other  powers  left  still 
to  the  parishes.  The  area  is  too  small  for  an  effective  use 
of  them ;  but  these  powers  are  in  the  main  optional,  not 
compulsory,  and  do  not  come  within  that  minimum  of 
services  which  the  State  requires  to  be  rendered  more  or 
less  efficiently.  The  real  justification  for  reviving  and 
continuing  the  parochial  organisation  is  the  desirability 
of  interesting  as  many  persons  as  possible  in  the  conduct 
of  local  affairs  ;  and  it  is  scarcely  necessary  to  say  that  the 
local  authorities  are  most  active,  and  popular  interest  in 
their  work  most  keen,  in  the  "natural"  areas.  This 
suggests  a  point  of  considerable  importance — namely,  that 
though  it  is  unquestionably  true  that  on  grounds  of  mere 
scientific  organisation  it  would  be  well  to  make  an  absolute 
and  complete  rearrangement  of  all  our  areas  of  local 
administration,  we  must  yet  take  care  that  by  such  action 
we  do  not  reduce  seriously  the  real  effectiveness  of  our 
local  government  by  diminishing  popular  interest  through 
the  erection  of  a  purely  artificial  organisation. 

(4)  In  each  of  the  areas  named  the  central  fact  is  the 
presence  of  a  council,  elected  by  popular  vote ;  all  else— 
the  mayor  and  aldermen  in  the  municipal  boroughs,  and 
the  aldermen  in  the  counties — is  mere  trimming :  the 
essential  and  predominant  fact  is  the  council.  The  whole 
body  of  citizens  come  together  only  in  the  parish  meeting 
of  the  rural  parish,  which  meets  at  fixed  intervals,  but  in 
the  larger  number  meets  simply  to  elect  the  council  or 
review  its  proceedings,  and  in  the  town's  meetings 
occasionally  held  in  municipal  boroughs  and  urban 
districts.  The  council  is  elected  usually  for  three  years. 
Sometimes  the  whole  is  renewed  every  third  year ;  some- 
times ^chiefiy  town  councils)  one-third  is  elected  eveiy 
year.  Party  politics  play  practically  no  part  in  elections, 
except  in  the  municipal  boroughs,  and  even  there  they  have 
by  no  means  undisputed  sway.  The  general  level  of  quality 
in  the  town  councils  and  urban  districts  is  good,  and  the 
gradual  appearance  of  a  labour  element  in  them  has  not 
tended  to  lower  their  quality ;  whilst  in  the  county  councils 
the  maintenance  of  the  influence  of  rank  and  social  position 
is  shown  by  the  fact  that  their  members  are  drawn  chiefly 
from  the  classes  of  country  gentlemen  and  professional 
men,  who  supply  the  bench  of  justices.  It  ought  perhaps 
to  be  said  that  in  the  rural  portions  of  Kngland  there  are 
not  separate  elections  for  guardians  and  rural  district 
councillors ;  the  persons  elected  on  the  latter  are  ips^acio 
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pool  law  guardians  for  their  areas,  though  the  two  bodies 
are  absolutely  distinct  in  working.   ]n  the  rural  parishes 
the  parish  councils  are  usually  weak  ;  they  are  unattractive 
because  there  is  so  little  to  do,  or  there  is  so  little  means  ' 
available  for  doing  what  is  permitted.    The  important  ' 
points  to  observe  about  the  councils  are  two :  — 
{a)  The  "Committee  System."   The  council  as  a  whole 
decides  policy  and  controls  finance,  but  it  leaves  the 
working  out  of    details    and    the  management  of  I 
routine  administration  to  committees,  subject  to  its 
approval.     So  each  councillor  has   a  share  ia 
deliberative  work,  and  also  in  the  task  of  actual 
administration.     Id   many   cases  a  council  may 
delegate  to  a  committee  any  or  all  of  its  powers  in  a 
particular  matter,  and  in  that  case  the  committee  may 
act  as  if  it  were  the  council ;  but  this  can  never  be 
dune  in  the  case  of  the  raising  of  a  loan  or  levying  of 
a  rate;  the  council  cannot  delegate  its  financial 
responsibility. 

[b]  I'he  council  is  the  governing  body,  and  is  an 
assembly  of  unprofessional  administrators.  The 
professional  officials  (clerk,  medical  officer,  &c.)  are 
merely  the  servants  of  the  council.  They  may 
exercise  great  inSuence,  and  may  really  determine 
policy,  but  they  do  this  because  uf  their  experience, 
knowledge,  and  ability,  and  not  because  of  any  legal 
authority  attaching  to  the  office  which  they  hold. 

(5^  Coming  now  to  the  functions  of  local  authorities, 
there  are  some  preliminary  remarks  which  must  be  made. 
The  first  is  that  in  England  a  local  authority  can  exercise 
only  those  powers  which  are  specifically  conferred  upon  it 
by  law,  either  statute  or  common  law.  But  whilst  Parlia- 
ment has  thus  on  the  one  hand  carefully  avoided  giving 
local  authorities  general  powers  to  do  whatsoever  they 
please,  it  has  un  the  other  hand  never  attempted  to  limit 
their  activities  by  hard  and  fast  lines.  It  has  escaped 
both  these  evils,  of  undue  freedom  and  undue  limitation, 
by  granting  them  such  powers  as  were  thought  necessary 
for  all  authorities  of  any  particular  class,  and  then 
allowing  any  individual  authority  (county,  borough,  or 
urban  district  council)  to  apply  for  special  powers  to  be 
granted  by  means  of  a  "Private  Act";  and,  further,  it 
has  also  by  "Adoptive  Acts  "  authorised  the  use  of  various 
powers  by  any  local  authority  wishing  to  have  them,  so 
long  as  that  authority  complies  with  certain  conditions  as 
to  the  "adoption."  Thus,  if  we  wished  to  make  a 
catalogue  of  the  powers  of  the  City  Council  of  Birming- 
ham, we  should  have  to  search  through — 

[a)  Consiituenl  Acts. — The  Municipal  Corporations  Act, 
18S3,  and  the  Local  Government  Act,  1888  (for 
Birmingham  is  a  county  borough). 

GtHtral  Aetj. — Applying  to  all  authorities  of  a  par- 


ticular class  (e.g..  Public  Health  Act,  1875,  and 
Education  Act,  1902). 
[c)  Adoptive  Acts — e.g,.  Baths  and  Wash-honses  Act, 
Housing   of   the   Working   Classes   Acts,  Public 
Libraries  Acts,  &c. 
{d)  Local  [or  Private]  Acts — e.g.,  Birmingham  Corpora- 
tion (Consolidation]  Act,  1883. 
The  second  point  to  be  noticed  is  that  during  recent 
years  there  has  been  a  pronounced  movement  away  from 
what  used  to  be  a  favourite  device — namely,  the  system  of 
"ad  hoc"  authorities,  whereby  an  independent  elected 
authority  was  set  up  for  one  particular  service  alone,  and 
given  power  to  levy  a  rate  for  that  purpose.   There  were 
multitudes  of  these  up  to  tSSS;   and  then  the  Local 
Government  Act  of  that  year  inaugurated  a  policy  of  con- 
solidation which  culminated  in  the  abolition  of  the  School 
Boards  in  1902  and  the  transference  of  their  powers  to 
other  authorities.  The  only  universal  "  ad  hoc  "  authorities 
now  left  are  the  boards  of  guardians:  there  are  a  few 
others  scattered  about  the  country,  but  none  of  them  arc 
directly  elected.   I  have  no  time  to  discuss  the  merits  of 
this  policy  ;  I  can  only  say  that  it  seems  to  me  to  be 
fundamentally  right,  and  that  the  advantages  of  obtaining 
an  occasional  expert  and  undivided  attention  on  the  part 
of  the  members  are  more  than  counterbalanced  by  the  dis- 
advantages of  the  frequent  elections,  the  small  interest 
taken  in  authorities  doing  only  one  thing,  and  the  divided 
financial  responsibility  which  are  among  the  consequences 
of  the  "ad  hoc"  system. 

It  is  clearly  impossible  in  this  limited  time  to  attempt  to 
sketch,  even  in  outline,  the  powers  and  duties  of  the  various 
authorities.  I  trust  that  1  may  have  an  opportunity  of 
doing  that  on  another  occasion.  But  I  may  point  out  again 
that  there  has  been  an  extraordinarily  rapid  development  of 
the  functions  of  local  authorities  in  the  last  century — a 
development  which  is  now  presenting  us  with  some  quite 
new  problems.  The  best  evidencq  of  this  increased  activity 
is  shown  by  the  finances  of  the  local  authorities.  The 
ordinary  expenditure  of  English  local  authorities  (not  out 
of  loans)  was  in  1884-5  44  million  pounds,  in  1894-5 
millions,  and  in  1902-3  93  millions.  The  debt  was  in 
1893-4  334  millions,  and  in  1903-4  394  milhons. 

We  may  classify  the  functions  of  local  authorities,  aided 
or  not  by  the  central  Government,  somewhat  as 
follows  1  — 

(1)  Protection  of  Life  and  Properiy.~-Essentia.\  services 
and  historically  the  earliest.  These  include  Police, 
.Means  of  Transit  (Highways  and  Bridges},  and  the 
Relief  of  the  Poor. 

(a)  Quasi-essential— e.g.,  the  promotion  and  protection  of 
public  health,  and  the  provision  of  a  miiiimum  of 
education.  Digitized  by  VjOOyTC 
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(3I  Rttrealive—e.g.,  Libraries,  Art  Galleries,  Mtiseums, 
Parks,  Gardens,  Recreation  Grounds. 

(4I  "^Trading" — i.e.,  "Enterprises  wfaich  necessitate  the 
maintenance  of  a  large  and  very  special  plant, 
managed  by  an  expert  staff,  and  are  generally 
capable  of  being  so  conducted  as  to  yield  a 
financial  profit." 

This  last  group  includes  das  Supply,  IClectric  Light  and 
i'ower.  Tramways  and  Light  Railways,  and  sometimes 
Water  (not  always,  for  geographical  difficulties  may  make 
ihe  supply  sn  costly  that  tt  is  impossible  to  charge  a 
remunerative  price  for  it).  Most  of  these  services  tend  by 
the  very  nature  of  the  case  to  become  monopolies,  and 
towards  them  a  local  authority  may  adopt  any  one  of  three 
policies.  It  may  leave  them  to  private  companies,  and 
allww  the  companies  to  go  their  own  way  uncontrolled — 
that  in,  to  occupy  the  same  (Wfiition  towards  the  public  as 
3  private  trader  towards  his  customers.  Or,  secondly,  it 
may  impose  special  obligations  and  restrictions  upon  the 
companies;  it  may  limit  the  profits  or  charges,  enforce 
regulations  as  to  the  quality  and  quantity  of  the  com- 
modities supplied,  and  make  any  other  conditions  which 
it  thinks  proper  and  the  law  will  allow.  Or,  thirdly,  it 
may  itseU  undertake  to  supply  the  services  needed,  either 
alone  or  in  competition  with  private  undertakings.  There 
is  one  other  policy,  midway  between  the  second  and  third, 
whereby  the  local  authority  owns  the  plant  necessary  for 
the  service,  but  leaves  the  working  of  it  to  a  private  com- 
pany, !>o  that  it  runs  no  commercial  risk  itself.  "This 
"plan  .  .  .  has,  however,  rarely  been  very  successful, 
'and  is  generally  being  given  up."  (Ashley,  Local 
f' nernment,  pp.  125-6.;  The  whole  question  of  this 
municipal  ownership  is  extremely  difficult  and  cnntro- 
^e^stal,  and  it  cannot  be  discussed  here;  but  there  arc 
twu  piiints  which  I  would  emphasise,  and  which  should  be 
b'lrne  in  mind  throughout  the  controversy :  — 
(I)  That  municipal  working  normally  starts  froiri  the 

opposite    point    to    trading ;    it    does    not  seek 

primarily  a  commercial  profit. 
(3|  That  the  issue  iS  not  between  municipal  ownership 

and  unrestrained  private  monopolies,  but  between 

municipal  ownership  and  controlled  and  conditioned 

private  enterprise. 
[*»  [.astly,  a  few  words  as  to  the  relations  between  local 
Ljthoritics  and  the  central  departments.  1  have  spoken 
jf  Ihe  delegation  of  work  from  the  central  to  the  local 
authorities,  but  it  must  be  remembered  that  with  us  the 
\'jci\  authorities  are  the  delegates  of  the  central 
<Uiwnmemt,  and  not  of  the  central  departments^  which 
»'iuld  be  Sitmething  altogether  different.  The  powers 
*hirb  the  departments — Local  Government  Board,  Home 
Office.  Board  oi  Trade,  Board  of  Education— exercise  in 
'egard  to  local  authorities  ate  strictly  confined  within  the 


limits  prescribed  by  Parliament.  These  powers  differ 
greatly  in  kind,  and  range  from  the  issue  of  rules  and 
regulations  which  are  absolutely  binding  upon  all  local 
authorities,  or  upon  particular  classes,  to  the  mere  making 
of  advice  and  suggestions.  The  power  is  greatest  in  the 
case  of  the  poor  law,  where  the  Local  Government  Board 
has  extraordinary  powers  of  minute  direction  and  super- 
vision ;  and  in  the  financial  control  by  the  same  board  of 
all  local  authorities,  with  the  partial  cxcepti<m  uf  the 
town  councils.  In  a  few  cases  the  central  department  can 
do  something  to  secure  an  efficient  administration  of  a 
particular  service  by  the  use  of  its  power  to  give  or  with- 
hold the  Government  grant— this  applies  to  education, 
police,  and  a  few  public  health  matters — and  it  may 
always  make  representations  to  the  local  authorities  in 
other  cases.  But  in  general  all  it  can  do  is  to  see  that  the 
local  authorities  carry  out  the  law  somehow ;  and  it  can 
take  strong  action  only  if  they  actually  neglect  to  obey  the 
law.  Even  then  the  central  departments  in  practice  can  only 
invoke  the  aid  of  the  Courts  of  Justice  j  and  the  conflict 
is  then  between  the  recalcitrant  audiority  and  the  judicial 
tribunal.  lliis  effectually  prevents  the  departments 
becoming  bureaucratic  and  arbitrary  iu  their  action ;  and 
a  further  (though  in  practice  less  effective)  check  is,  of 
course,  the  presence  uf  responsible  heads  of  the  depart- 
ments in  the  House  of  Commons.  There  is  a  great  need 
for  the  maintenance  of  a  minimum  standard  of  efficiency 
in  the  performance  of  all  those  essential  or  semi-essential 
services  which  are  entrusted  to  the  focal  authorities  ;  and 
the  fundamental  problem  is  to  devise  forms  of  central 
ctmtrol  which  shall  be  effective  in  securing  that  minimum 
without  diminishing  in  any  way  the  initiative  and  sense  of 
resiH)nsibtlity  of  the  local  authorities. 

At  the  conclusion  of  the  paper  a  short  discussion  took 
place,  in  which  Messrs.  IL  S.  Lanham,  Price,  and  the 
Chairman  took  put. 

A  hearty  vote  of  thanks  was  accorded  to  the  lecturer,  on 
the  proposition  uf  Mr.  Y.  S,  Bowers,  seconded  by 
Mr,  Ai  E.  Veale,  and  the  meeting  closed  with  a  vote  of 
thanks  to  the  Chairman,  proposed  by  Mr.  Ashley,  and 
seconded  by  Mr.  A.  C.  Anderson, 


TCbe  Ktrmtnobam  mntverettp  an&  1)tgbet 
Commercial  £Ducatton. 


Writing  to  The  Jeweller  and  Metalworker  on  the  subject 
of  "Higher  Commercial  Education  and  what  the  Birming- 
ham University  is  doing,"  Mr.  Allen  Edwards,  F.C.A., 

says  :  — 

The  following  is  a  list  of^sotne  of^  t^^subjects  i^^on- 
nectton  with  commercial  education,  wfeichdesefv^iihe  very 
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best  consideration  on  the  part  of  the  leaders  of  the 
jawell«iy  and  allied  trades,  as  worthy  of  being  included 
in  the  plan  of  education  of  young  men  joining  the 
trades: — 

(1)  Elementary  and  Advanced  Bookkeeping. 

(2)  Specialised  Bookkeeping. 

(3)  Manufacturing  Costs. 

(4)  Banking  (Law  and  Practice)  and  Bills  of  Exchange. 

(5)  Bankruptcy  and  Insolvency  Law,  and  Causes  of 

Failures. 

(6)  The  Sale  of  Goods  Act,  1893  (including  Appro- 

bation). 

(7)  The  Law  of  Contract ;  Patent  and  Trade  Mark  Law. 

(8)  Company  and  Partnership  Law. 

(9)  Insurance  (Fire,  Burglary,  Transport,  and  Work- 

men's Compensation). 

(10)  Carriage  and  Freight. 

(11)  Rating, 
(la)  Income-tar. 

(13)  British,  Foreign,  and  Colonial  Tariffs;  Foreign 

Currency  and  Exchange ;  and  the  Decimal  System. 

(14)  Political  Economy  (inrluding  Taxation,  ftc.). 

Experience  shows  that  the  leaders  of  most  of  our  great 
industries  have  some  knowledge,  more  or  less  extensive, 
of  nearly  all  these  subjects.  The  small  manufacturer  may 
argue  that  the  subjects  would  be  useless  for  his  particular 
trade,  but  it  has  been  over  and  over  again  pointed  out  that 
it  should  be  the  ambition  of  the  owners  of  and  workers  in 
small  businesses  to  convert  them  into  large  ones. 
The  subjects  of  edacation  may  also  include :  — 

One  or  two  Foreign  Languages, 

Mathematics. 

Electrici^. 

Chemistry. 

Metaling. 

Elementary  Engineering. 
These  two  lists  leave  out  of  consideration  special 
subjects  which  may  be  said  to  peculiarly  affect  the 
jewellery  trades,  as  Art  and  Design,  Modelling,  History  of 
Ornament,  Metal  Amalgamation,  Repouss^  Work, 
Enamelling,  Chasing,  Engraving,  Embossing,  &c.  All  01 
most  of  these  last-named  subjects,  happily,  have  for  many 
years  in  Birmingham  received  special  attention  at  the 
Vittoria  Street' Schools,  which  were  established  through 
the  instrumentality  of  the  Birmingham  Jewellers'  Associa- 
tion. As  regards  our  first  two  classes  of  subjects,  on  first 
reading,  the  student  might  stand  appalled  at  what  he  is 
called  upon  to  undertake.  A  little  consideration,  however, 
will  show  that  there  is  nothing  very  unreasonable  in  the 
curriculum  suggested.  If  care  has  been  taken  with  a  boy's 


educstioD  (the  intention  from  the  first  being  that  he  should 
embark  in  the  trade),  by  the  time  he  leaves  school  he 
should  know  one  foreign  langn^e,  and  he  should  also 
have  a  fair  knowledge  of  chemistry  and  electricity.  Other 
subjects  can  be  learned  between  the  ages  of  t6  and  22,  if 
reasonable  encouragement  and  facilities  are  g^ven. 

Parents,  guardians,  and  masters,  and  in  fact  all 
who  are.  responsible  for  the  well-being  of  young 
people  embarking  in  the  trades,  should  encourage  them 
to  take  advantage  in  their  younger  days  of  the 
facilities  afforded  by  the  Birmingham  University  or 
other  similar  institutions.  This  will  probably  be  found 
to  necessitate  that  the  boys  should  be  allowed  to 
have  two  or  three  half-days  per  week  for  the  purpose,  or 
somewhat  more  if  it  proved  to  be  profitable  to  take  several 
courses  in  the  same  year.  There  are  many  students  in  the 
Faculty  of  Commerce  at  the  Birmingham  University  who, 
as  in  America,  give  the  whole  of  their  time  {during  the 
terms,  which  aggregate  30  weeks  in  the  year)  to  the  Univer- 
sity work.  This,  however,  the  writer  does  not  urge  in 
reference  to  the  jewellery  trade,  because  he  recognises  that, 
if  it  is  required  to  convert  a  boy  into  a  practical  man  of 
business,  he  must,  in  many  cases,  begin  early  to  obtain 
his  practical  knowledge  and  experience.  Economics, 
Bookkeeping,  Commercial  Law,  and  other  such  like 
subjects,  will  not  of  themselves  make  a  man  a  good  man  of 
business.  What  may  be  described  as  the  "  practical "  and 
"academic"  sides  of  the  student's  education  should  go 
hand-iU'hand  together,  each  being  essential  to  the  other. 
He  should  familiarise  himself  with  the  currencies  and  busi- 
ness methods  of  countries  other  than  his  own.  He  should 
study  the  reasons  which  make  from  time  to  time  for 
fluctuations  in  the  prices  of  metals  and  precious  stones. 
He  should  be  taught  by  practical  experience  and  constant 
practice  tfie  absolute  necessity  for  patient,  careful,  and 
correct  detail  in  the  records  of  the  transactions  of  bis  busi- 
ness. He  should  know  bow  to  gauge  almost  to  a  farthing 
the  cost  of  every  article  which  he  manufacttues.  He 
should  be  familiar  with  the  law  as  it  applies  to  his  own 
business.  His  knowledge  should  be  such  that  there  should 
be  no  necessity  for  him,  in  every  small  difficulty  which 
arises,  to  apply  for  professional  assistance  or  advice,  which 
will  probably  have  to  be  paid  for,  and  which,  perhaps, 
may  not  always  be  worth  following. 

It  may  be  said  that  if  the  student  conscientiously 
follows  oat  a  considerable  portion  of  the  course  of  train- 
ing which  is  now  suggested,  it  must  not  only  render  him 
infinitely  more  capable  of  dealing  with  his  own  affairs,  but 
also  with  public  affairs,  if  he  should  ever  decide  to  go  into 
pnblic  life.  It  will  also  naturally  expand  his  intellect,  and 
make  him  a  more  useful  and  acci^able  member  of 
cultured  society.  Digitized  by  VjOOQ IC 
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Kvery  step  that  he  advances  in  his  commercial  educa- 
tiuQ  will  open  up  and  develop  new  ideas,  hitherto 
impossible  to  him,  and  the  result  will  probably  be  that 
where  his  mind  formerly  ran  en  iens  it  will  be  educated 
to  run  upon  hundreds  and  thousands. 

The  following  very  able  account  of  the  "purpose  "  of  the 
Faculty  of  Commerce  of  the  Birmingham  University  should 
be  read  with  interest.  It  is  somewhat  lengthy,  but  it  is  so 
practical  and  so  much  to  the  point  that  the  writer  is 
unwilling  to  omit  any  single  word  of  it. 

■*  The  Faculty  of  Commerce,  created  in  the  University  of 
'  Biimiiigham,  began  its  work  upon  October  i  1902.  That 
"  work  is  the  provision  of  a  course  of  training  suitable  for 
"  men  who  look  forward  to  business  careers.  Its  object  is 
-the  education,  not  of  the  rank  and  file,  but  of  the  officers 
"of  the  industrial  and  commercial  army  :  of  those  who,  as 
"principals,  directors,  managers,  secretaries,  heads  of 
'departments,  &c.,  will  ultimately  guide  the  business 
~  activity  of  tbe  rauntzy. 

"  The  establishment  of  such  a  Fecuhy,  the  first  in  Eng- 
"land,  was  the  outcome  of  motives  similar  to  those  which 
"  are  leading  to  the  creation  of  like  institutions  in  the  two 
■  oiher  great  cfjmmerciai  countries  of  our  time — the  Ignited 
-States  and  Germany.  It  was  believed  that  a  training 
'could  be  devised  which,  while  strengthening  the  powers 
-of  judgment,  widening  the  sympathies  and  stimulating 
-  the  imagination — the  ends  of  all  really  liberal  education— 
"wuuld  yet  be  of  real  value  as  a  preparation  for  the  prac- 
-tical  duties  of  later  life.  It  was  felt  that  if  the  Univer* 
"  sities  are  to  maintain  their  position  in  the  modera  world 
'they  must  have  regard  to  the  dominant  interests  of  that 
"  world  ;  that  they  must  not  be  content  simply  to  prepare 
'uita  for  what  it  has  been  customary  to  call  the  '  learned 
'professions.'  Some  Universities  have,  indeed,  already 
'taken  steps  towards  meeting  the  new  needs  of  the  time 
~by  the  establishment  of  schools  of  engineering;  but 
'hitherto  the  much  wider  need  of  eommeretal  education — 
'an  education  of  benefit  to  those  who  will  have  to  assume 
'responsibility,  to  take  the  initiative,  and  to  control  men 
'in  the  ordinary  conduct  of  trade  or  manufacture~Iiaa 
'been  well-nigh  disregarded.  And  yet  the  time  is  ripe  for 
'aa  effort  in  this  direction.  The  world  has  now  had  a 
'long  enough  experience  of  modern  means  of  production 
'and  modern  means  of  communication  for  the  accumnla- 
~  tioa  of  a  large  fund  of  expeiieoce :  and  the  man  who  pro- 
-poses  to  engage  in  a  business  career  can  now  be  put  in 
'possession*  not  only  of  systematic  information  aa  to 
'contemporary  conditions,  but  also  of  a  body  of  principles 
"of  policy  deduced  from  current  practice.  The  place  of 
'the  academic  teacher  is  not  to  elaborate  some  a  friori 
'theory,  but  to  gather,  arrange,  and  present  the  lessons  of 
'practical  experience.    He  has  to  explain  the  inter- 


"relation  of  those  conclusions  which,  in  actual  affairs, 
"are  arrived  at  singly  and  in  isolation  one  from  another; 
"  and  to  show  that  they  are  not  merely  accidental  happeo- 
"  ings,  but  the  natural  results  of  the  situation. 

"  No  system  of  education,  however  well  designed,  can,  of 
"course,  take  die  place  either  of  natural  ability  or  of 
''experience.  But  this  is  equally  true  of  medical  train- 
"ing.  No  medical  school  discipline  can  create  a  great 
"physician  or  surgeon  unless  the  student  has  exceptional 
"  natural  qualities ;  and  yet  this  is  not  regarded  as  a  fatal 
"objection  to  medical  schools.  It  is  fdt  that  a  systematic 
"  medical  education  will,  in  the  first  place,  give  even  excep- 
"  tional  ability  a  better  opportunity  to  make  itself  manifest ; 
''and,  in  the  second  place,  raise  the  general  level  of 
"  efficiency  among  the  ordinary  members  of  the  profession. 
"  The  parallel  is  evid«itly  not  a  complete  one ;  for,  under 
"  modern  competitive  conditions,  there  is  far  more  room  in 
"business  for  new  combinations,  and  far  more  demand  for 
"enterprise  and  for  power  of  organisation  and  adminis- 
"  tration  than  in  the  career  of  the  medical  man.  Yet  the 
"analogy  is  valuable  up  to  a  certain  point.  A  systematic 
"business  training  would  certainly  raise  the  general  level 
''of  efficiency  in  the  ordinary  management  of  commercial 
"  affairs ;  and,  though  it  cannot  create  geniuses,  it  may 
"direct  into  the  paths  of  commercial  life  a  great  deal 
"of  ability  of  a  high  quality  whkh  at  present  goes  to 
"waste. 

"  Education,  as  before  remarked,  cannot  take  the  place 
"of  experience.   The  attempt  in  certain  Continental  insti- 

"tutions  to  reproduce  the  course  of  counting-house  pro- 
"cedure  may,  perhaps,  be  a  useful  preparation  for  the 
"  lower  grades  of  service ;  but  for  the  higher  nothing  can 
"dispense  with  the  actual  bearing  of  responsibility  and 
"incurring  of  risks.  No  curriculum  can  possibly  be 
"devised  which  will  enable  the  commercial  graduate  to 
"step  at  once  into  positions  of  leadership  and  authority; 
"but,  nevertheless,  much  can  be  done  to  enable  the  young 
"man  of  business  to  profit  by  his  early  experience  more 
"  rapidly  and  less  painfully  than  is  commonly  the  case. 

"  It  is  sometimes  objected  that  *  business  can  only  be 
"learnt  in  business,'  and  that '  college  life  unfits  a  man  for 
"business.'  As  to  the  latter  objection,  all  that  need  be  said 
"  in  this  place  is  that  the  writer  of  this  paper  by  no  means 
"  maintains  the  desirability  of  any  and  every  sort  of  collie 
"life  for  every  future  business  man.  He  is  concerned  only 
"to  maintain  the  desirability,  for  most  business  men  of  the 
"higher  grades,  of  a  training  especially  adapted  to  their 
"needs,  and  carried  on  in  an  active  business  atmosphere, 
"such  as  that  of  Birmingham  or  other  great  provincial 
"cities.  Whatever  disadvantages  a  great  industrial  city 
"may  present  as  tbe  home  of  a  university,  it  has  this 
"enormous  advantage  froil(i>i^^pitesent.point  of  view,  that 
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"a  student  therein  will  be  far  less  likely  to  lose  touch  of 
"the  future  needs  of  active  life.  As  to  the  former  objec- 
"tion,  he  is  bound  to  recognise  that  only  actual  trial  can 
"determine  how  far  men  can  be  definitely  prepared  in 
"college  for  commercial  life.  But  there  are  several  con- 
"  siderations  which  make  it  worth  while  to  try  the 
"  experiment. 

"(i)  It  is  a  common  complaint  that  a  great  deal  of 
"  English  business  is  marked  by  unintelligent  rule-of- 
"  thumb  routine.  This  would  seem  to  be  the  natural  result 
"of  putting  boys  into  the  office  at  seventeen,  and  never 
"giving  them  a  chance  to  widen  their  mental  horizon. 

"(a)  During  the  last  two  decades  there  has  been  a 
"marked  acceleration  of  the  speed  of  industrial  and  com- 
"mercial  change.  The  application  of  science  to  machinery 
"  involves  more  frequent  changes  in  manufacturing 
"processes.  The  extension  of  means  of  communication 
"means  a  widening  of  the  area  of  competition  and  a  fre- 
"quent  transference  of  markets.  All  this  calls  more  and 
"  more  for  mental  flexibility,  alertness,  and  adaptability 
"  on  the  part  of  the  traders.  Men  need,  more  than  they  did 
"fifty  years  ago,  to  be  able  to  think  round  and  about  their 
"business,  to  lift  themselves  above  its  daily  details,  and 
"to  judge  of  it  as  a  whole.  But  such  qualities  are  cer- 
"tainly  not  likely  to  be  stimulated  by  early  absorption  in 
"the  subordinate  routine  of  a  particular  occupation. 
"There  is  some  chance  of  promoting  them  by  courses  of 
"instruction  which  shall  accustom  the  future  trader  to 
"survey  a  wide  range  of  industrial  undertakings,  to  watch 
"the  development  of  the  world's  great  markets,  and  to 
"estimate  the  resources  and  capabilities  of  other  nations. 

"(3)  Elderly  merchants  and  manufacturers  An  often 
"  heard  to  lament  that  the  rising  generation  does  not  take 
"the  same  keen  interest  in  business  as  in  their  young  days. 
"On  inquiry  it  usually  appears  that  the  young  days  to 
"which  they  refer  were  those  in  which  they  were  them- 
"  selves  creating  their  businesses,  and  that  the  rising 
"generation  means  their  sons  and  grandsons  to  whom 
"they  band  over  businesses  already  established.  We  may 
"  be  sure  that,  for  a  long  time  to  come,  many  of  the  leaders 
"of  industry  will  be  self-made  men,  and  that  they  will  be 
"  keen  enough  about  their  work.  But  much  of  the  trade  of 
"  the  country  must  be  carried  on  by  men  who  inherit  their 
"positions ;  and  it  is  asking  too  much  of  human  nature  to 
"expect  such  men  to  feel  the  same  zest  in  their  occupation 
"  as  their  fathers  who  made  their  own  way.  But  if  nothing 
"can  come  up  to  the  stern  joy  of  original  creation,  its 
"place  can,  in  some  measure,  be  filled  by  intellectual 
"interest  in  the  occupation.  This  is  what  a  commercial 
"  training  can  give,  such  as  the  University  of  Birmingham 
"proposes  to  provide. 

"(4)  Unfortunately,  as  things  are  at  present  in  England, 
"the  better  the  educational  opportunities  have  been  the 


"greater  is  often  the  distaste  for  business.  A  corre- 
"spondent,  who  has  ample  means  of  judging,  writes 
"thus  : — '  Americans  succeed  because  of  knowledge,  a 
" '  good  start,  no  looking  back,  and  no  r^rets.  They  take 
" '  to  business  like  a  duck  to  water.  English  public- 
"'  school  men  don't — they  go  into  business  because  they 
" '  are  shoved  in.  They  despise  it ;  and  they  vow  that 
" '  when  they  have  made  enough  money  they  will  clear  out 
" '  as  soon  as  may  be.'  This  is  an  extreme  way  of  putting 
"  it,  but  it  expresses  a  widespread  sentiment ;  and  yet 
''manufacture  and  trade  are  even  more  fundamental  social 
"functions  than — let  us  say — the  lawyer's  calling;  upon 
''them  depends  the  prosperity  of  the  masses  of  the  people, 
"and  they  are  not  a  whit  more  selfish  than  some  of  the 
"*  professions.'  If  they  are  despised  it  is  not  because  they 
"are  money-making,  but  because  they  have  not  been 
"made  intellectually  interesting.  Yet  they  are  as  capable 
"of  being  made  intellectually  interesting  as  most  of  the 
" '  professions.'  To  be  brought  to  realise  the  larger  issues 
"involved  in  business  decisions;  to  understand  the  place 
"a  man's  own  undertaking  occupies  in  an  industry  as  a 
"  whole  all  over  the  world,  and  the  relation  of  that  industry 
"to  others;  to  be  accustomed  to  weigh  conflicting  con- 
"  siderations  for  and  i^ainst  a  particular  policy ;  to  get 
"  into  the  habit  of  following  the  larger  movements  of  manu- 
"facturing  progress  and  international  trade,  and  to  learn 
"  how  to  get  oneself  at  the  best  accessible  information — in 
"foreign  sources  as  well  as  English — surely  this,  if  any- 
"  thing,  will  prevent  business  from  being  dull. 

"(S)  Another  indication  of  the  defects  of  the  system — 
"or  rather  the  want  of  system — that  has  hitherto  prevailed 
"in  this  country  is  to  be  found  in  the  common  complaint 
"on  the  part  of  the  heads  of  great  industrial  enterprises 
"that  they  are  unable  to  obtain  for  their  service  anything 
"  like  a  sufficient  supply  of  men  capable  of  assisting  them 
"  in  the  higher  work  of  their  business.  Efficient  executive 
"officers  can,  perhaps,  be  promoted  from  the  ranks;  but 
"men  to  whom  may  be  delegated  a  share  of  responsibility 
"in  management  can  seldom  be  found  among  those  who 
"  have  been  engaged  all  their  lives  in  merely  carrying  out 
"orders.  It  is  because  their  previous  training  has  not 
"accustomed  them  to  take  a  large  view  of  the  policy  of  a 
"business  as  a  whole,  to  reflect  on  the  relation  of  its  several 
"parts,  and  to  consider  the  movements  of  markets  and  the 
"fluctuations  of  prices  as  the  results  of  general  as  well  as 
"special  causes.  This  is  where  a  survey  of  business 
"  problems  such  as  a  student  should  obtain  in  a  course  of 
"higher  commercial  education  ought  to  be  of  valae,  not 
''so  much  as  furnishing  him  with  direct  precedents  as  in 
"fostering  a  certain  habit  of  mind — assuming,  of  course, 
"that  he  possesses  a  mind  that  can  acquire  the  habit. 

"(6)  And,  finally,  it  may  be  observed  that  a  vague  sense 
"that  something  is  desirable^in-tbe  nature  of  special  train- 
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"ing  is  already  widely  diffused  among  business  men,  and 
'shows  itself  in  the  attempts  men  of  high  commercial 
'  position  often  make  to  enable  their  own  sons  to  '  learn 
''business.*  Apprenticeship  to  a  merchant  still  survives 
"in  some  places;  but  the  apprentice  can  only  acquaint 
~  himself  thereby  with  the  details  of  one  particular  occupa- 
"  tion  i  it  is  very  seldom  that  the  principal  cares  to  talk 
"over  with  him  the  motives  which  determine  his  action. 
'  Some  parents  pay  a  premium  to  an  accountant  to  allow 
-'their  sons  to  have  '  the  run  of  the  office  '  for  six  months 
~or  a  year.  This  may  be  a  most  valuable  experience  in 
"some  cases;  but  in  most  it  must  be  very  much  of  a 
"chance  how  much  the  young  man  really  learns ;  and  it 
'can  never  be  so  beneficial  as  a  well-planned  course  of 
'instruction  over  the  whole  field  of  accounting,  such  as 
"may  be  devised  in  a  Faculty  of  Commerce  worthy  of  the 
"name.  Some,  again,  send  their  sons  for  a  period  of 
'foreign  travel.  This  again  may  be  profitable;  but  it 
"would  be  much  more  beneficial  if  the  traveller  took  with 
"him  some  preliminary  knowledge  of  the  industrial 
-resources  and  organisation  and  recent  history  of  the 
"country  he  visits.  And,  finally,  some  who  make  large  use 
of  machinery  put  their  sons  through  part  of  an 
'engineering  course— an  excellent  policy,  again,  if  the 
"future  work  of  their  lives  is  to  lie  entirely  on  the 
"Uchnical  side  of  the  business,  but  positively  dangerous 
"  (when  unbalanced  by  training  in  other  directions)  if  they 
"are  to  take  in  charge  the  commercial  side  of  business. 
'  For  it  is  a  matter  of  common  observation  that  tbe  technical 
"  expert  often  cares  more  for  the  mechanical  perfection  of 
"the  process  than  for  its  commercial  return.  And  if  he 
-thinks  of  the  latter  at  all  he  has  usually  little  skill  in 
-estimating  the  relative  importance  of  the  commercial  and 
'administrative  factors  involved. 

"And  tbe  result  is  that  many  a  business  man  will  tell  you 
-that,  in  ^ite  of  tbe  various  plans  adopted  by  his  father 
*  in  order  to  enable  him  to  '  gain  experience,'  the  first  few 
'years  after  he  left  school  were  practically  wasted." 

As  regards  the  degree  of  Bachelor  of  Commerce,  the 
fullest  information  as  to  the  course  of  study  and  other 
paniculars  requisite  will  be  cheerfully  afforded  to  all 
applicaats  at  the  University. 

As  regards  the  general  Commercial  Curriculum,  Pro- 
fessor Ashley  writes  as  follows:  — 

'The  courses  of  study  are  designed  to  serve  three  pur- 
'poses : — (i)  To  give  general  culture ;  (a)  to  give  a  general 
'knowledge  and  understanding  of  commercial  affairs ;  and 
■  Ijt  to  supply  the  knowledge  of  applied  science  or 
"technology  which  is  likely  to  be  useful  in  the  particular 
'career  which  an  individual  student  is  looking  forward  to. 
-  It  is  obvions  tbat  these  three  purposes  cannot  be  sharply 
'  •'istingoished.  Uoieover>  while  retaining  certain 
elements  in  every  man's  group  of  studies  we 


"endeavour  to  adapt  them,  as  far  as  possible,  to  his 
"previous  training  and  to  his  future  career;  and  to  this 
"end  we  fillow  a  wide  range  of  choice." 
Professor  Ashley  further  writes  :— 

"We  do  not  profess  to  be  able  to  create  the  business 
"genius.  No  system  of  education  can  do  that.  What  we 
"do  expect  to  do  is  to  enable  the  ordinary  intelligent, 
"  industrious  young  man  to  be  a  better  business  man  than 
"he  otherwise  would  have  been,  and  to  take  interest  in 
"  his  work.  But  we  hope  to  do  this,  not  so  much  by  con- 
"veying  definite  knowledge  or  expertness  in  a  particular 
"direction — although,  of  course,  we  do  a  great  deal  in  both 
"  these  regards —  as  by  cultivating  the  judgment,  opening 
"  the  mind,  and  making  the  whole  character  more  alert  and 
"efficient;  and  we  try  to  do  this  in  a  way  which  will,  at 
"the  same  time,  make  the  man  a  better  citizen  and  enable 
"him  to  fill  his  life  outside  his  business  hours  with 
"pleasant  and  elevating  occupations." 

And  further — 

"The  problem  is  not  primarily  to  divert  from  Oxford 
"and  Cambridge  those  who  now  resort  thither,  not  even  to 
"turn  the  attention  of  those  who  resort  thither  to  new 
''subjects,  but  to  induce  that  vastly  larger  number  of  young 
"men  to  submit  to  a  definite  and  serious  training  who  at 
*  present  are  '  pitchforked '  into  the  workshop  or  office  at 
"  seventeen  and  get  no  systematic  training  at  all." 

And  further — 

"  The  American  University  is  a  decidedly  practical  thing. 
"I  do  not  think  you  would  find  a  well-to-do  man  in 
"  Eastern  America*  or  even  a  large  shopkeeper,  who  did 
"not  have  a  son  or  nephew  at  college." 

Syllabus  of  Courses  at  the  University. 

The  following  are  tbe  special  courses  of  study  at  present 
laid  down  by  the  Faculty  of  Commerce  at  the  University. 

(i]  British  Empire  (with  special  allention  to  the  self' 
governing  Colonies),  United  States,  Germany,  France, 
Russia,  and  South  America. — The  courses  under  this  head 
give  a  general  review  of  the  principal  industries  of  the 
countries  named. 

(2)  Economic  Analysis. — This  is  a  course  reviewing  such 
subjects  as  the  General  Character  of  Economic  Develop- 
ment, Production  of  Wealth,  Distribution,  LAbour, 
Capital,  Supply  and  Demand,  Crises  and  Cycles  in  Trade, 
Credit,  Money,  &c.,  and  generally  such  subjects  as  were 
formerly  considered  as  appertaining  to  Political  Economy, 
and  "Wealth  of  Nations." 

(3)  Business  Policy,  including  Recent  Methods  of  Indus- 
trial Finance,  Flnctuations  of  Trade,  Methods  of  Attract- 
ing Demand,  Combination,  and  Amalgamation  of  Busi- 
nesses, Location  and  Laying-out  of  Works,  Treatment  of 
Labour,  Questtons  of  Manufacturing  Policy,  ftc. 

(4)  Aeeounting. — Three  courses  by  Professor  Dkksee, 
F.C.A.,  one  of  the  best  kn<Dig(ti§|cPBf  H,isi©0™fiicd 
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Accountants,  whose  books  upon  accoonts  have  obtained 
a  worIcI--.>ide  reputation.  The  courses  include  soch 
subjects  as  Single  and  Double  Entry,  Balance  Sheets, 
Trading  and  Profit  and  Loss  Accounts,  Capital,  Fixed  and 
Floating  Assets,  Interest,  Sinking  Funds,  Income-tax, 
Executorship  Accounts,  Depreciation,  Partnership 
Accounts.  Card  and  Loose  Leaf  Ledger  Systems,  Reserve 
Funds,  Goodwill,  Cash  Accounts,  &c. 

(5)  CommtTcial  Law. — Including  Bankruptcy,  Company 
Winding-up,  Reconstructions,  &c. 

{6J  Banking  and  Ttcknique  of  Trade. — Including  Foreign 
Exchange,  '  International  Trade,  Stock  Exchange. 
Insurance,  Banking  Law  and  Practice,  &c. 

(7)  ^Economics  of  Transport  and  Communicaiion. — Rail- 
ways, Canals,  Steamships,  Railway  Rates,  Classification 
of  Goods,  &c. 

(8)  I'ublie  Finance. — Including  Public  Expenditure, 
Public  Revenue,  State  Domain,  Taxation,  Income-tax, 
Property  Tax,  Public  Debt,  Budgets,  Municipal  Taxation, 
ftc. 

(9)  Methods  of  Statistics. 

The  foregoing  are  the  special  subjects  associated  with  tbe 
Faculty  of  Commerce.  There  are,  of  course,  other 
subjects,  as  Modem  Languages,  History,  Gec^raphy, 
T^gic,  Mathematics,  Physics,  Chemistry,  Geology, 
Engineering,  Metallurgy,  and  Mining,  some  of  which  are 
essential  to  taking  tbe  degree  of  Bachelor  of  Commerce 
(a  wide  range  of  choice  being  allowed),  but  which  the 
writer  does  not  propose  to  treat  of  in  this  article. 

Engineering  students  who  take  a  four  years'  course  at  the 
University  have,  during  their  last  year,  to  take  a  course 
of  Accounting  under  Professor  Dicksee.  This  is  one 
admission  of  the  growing  importance  of  the  subject  of 
present-day  commercial  education. 

Professors  and  Lecturers. 
The  names  of  these  are  as  follows,  viz. :  — 
Professor  W.  J.  Ashley,  M.A.,  M.Com.  (late  Professor 
in  Harvard  University,  U.S.A.,  and  some  time 
Fellow  and  Lecturer  of  Lincoln  College,  Oxford,  and 
Professor  of  Political  Economy  in  the  University  of 
Toronto). 

Mr.  A.  W.  Kirkaldy,  M.A.,  B.Litt.  (Oxford  and  Paris ; 
some  time  member  of  the  firm  of  John  Kirkaldy  & 

Sons). 

Professor  Lawrence  R.  Dicksee,  F.C.A.,  M.Com.  (of 
the  firm  of   Sellars,  Dicksee  &  Co.,  Chartered 
Accountants). 
Mr.  Frank  Tillyard,  M.A.  (Oxoa),  Barrister«t-Law. 
The  above  list  of  names  does  not  include  the  names  of 
professors    and    lecturers    upon    Languages,  Science, 
Mathematics,  and  other  subjects  included  in  the  "Com- 
merce "  Syllabus. 
It  should  be  remembered  that  Birmingham  was  the  first 


University  to  establish  a  Faculty  of  Commerce,  and  that  it 
only  commenced  its  work  in  this  direction  in  October 
1903.  To  a  large  extent  it  has  had  to  feel  its  way,  and  the 
curriculum  cannot  by  any  means  be  said  at  present  to  be 
permanently  settled.  Just  as  the  Sabbath  was  made  for 
man  and  not  man  for  the  Sabbath,  so  it  may  be  said  that 
the  Faculty  of  Commerce  exists  for  the  student  and  not  the 
student  for  the  Faculty  of  Commerce.  Therefore  the 
University  will  be  pleased,  as  occasion  demands,  to  pro- 
vide for  the  teaching  of  special  subjects,  for  which  it  can 
be  proved  there  is  a  demand.  For  example,  if  a  class  of 
ten  or  fifteen  jewellery  students  can  be  got  together,  the 
University  would  certainly  provide  special  facilities  for 
the  training  suitable  for  their  particular  requirements. 

The  only  other  English  University  vdiich  at  present  has 
established  a  Faculty  of  Commerce  as  at  Birmingham  is 
Manchester.  The  Universities  of  Liverpool,  Leeds,  and 
Sheffield  have,  however,  professorships  and  lectureships  in 
Economics ;  give  courses  iriiich  are  intended  to  serve  the 
purpose  of  commercial  education,  and  give  certificates  or 
diplomas  of  one  kind  or  another.  The  curricula  at  Bir- 
mingham and  Manchester  have  a  great  deal  in  common. 
But  there  are  important  differences.  At  Birmingham  more 
stress  is  laid  on  accounting,  and  it  is  easier  under  the  Bir- 
mingham regulations  to  combine  technological  study  (as, 
for  instance,  in  metallurgy)  with  more  strictly  commercial 
studies.  At  the  other  institutions — Liverpool,  Leeds,  and 
Sheffield — the  whole  movement  is  in  an  earlier  stage,  and 
the  organisation  is  much  less  complete.  But  no  doubt  all 
these  institutions  would  provide,  if  asked  to  do  so,  a  certain 
amount  of  commercial  training  suitable  for  young  jewellers. 
The  whole  matter,  however,  is  at  present  in  a  somewhat 
complicated  and  incomplete  condition,  and  time  and 
experience  can  only  decide  what  is  the  best  for  all.  It 
may  be  safely  said,  however,  that  Birmingham  is  more 
advanced  than  any  other  of  the  Universities  in  the  cause. 
At  London  there  are  large  facilities  for  commercial  educa- 
tion in  connection  with  the  London  School  of  Economics 
and  Political  Science,  which  is  a  part  of  the  University  of 
London.  At  the  Universities  of  Glasgow  and  Edinburgh 
there  are  departments  of  Economics,  and  lectures  are 
given  specially  for  the  benefit  of  future  business  men. 

The  object  of  the  writer  in  presenting  this  article 
is  not  so  much  to  advise  the  jewellery  student 
to  embark  upon  this  or  that  special  system  of  instrtic- 
tion,  but  to  introduce  the  subject  of  commercial 
education  generally,  and  to  explain  what  opportunities 
of  study  and  training  are  open  to  him  if  he 
seeks  to  take  advantage  of  them.  Also  to  txflain  that 
further  opportunities  will  he  aforded  by  the  Umversity 
authorities,  if  it  can  be  shown  that  there  is  a  demand  for 
them.  The  advantages  of  regular  and  systematic  educa- 
tion are  much  better  ag^^yi^^  @^O^l€*'"'^*^'*> 
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Japan,  and  America  than  they  are  here ;  and  unless  this 
coantiy  recognises  that  the  methods  of  forty  or  fifty  years 
ago  are  not  sufficient  for  the  requirements  of  to-day,  then, 
on  the  principle  that  the  race  is  to  the  swift,  this  country 
may  wake  up  some  fine  morning  and  find  that  much  of  its 
former  industrial,  commercial,  and  financial  glory  has 
departed. 


StocFtbroFttng  in  5n&ia.— i. 


Calcutta.— The  Native  Broker. 


By  Geokge  Cecil. 


Amongst  India's  many  results  of  modern  civilisation, 
the  native  broker,  with  which  Calcutta  is  so  liberally  sup- 
plied, is  not  the  least  curious  and  interesting — as  a  study. 
By  rights,  the  Eurasian  and  Armenian  representatives  of 
the  broking  fnitemity  should  be  included  under  the  head- 
ing of  "native  broker";  but  since  they  difier  somewhat 
in  costume  and  diet — though  but  little  in  mind,  ideas,  anJ 
colour  from  the  unadulterated  black  man — it  is,  perhaps, 
advisable  to  exclude  them  from  this  article.  In  fact,  such 
a  course  can  but  please  them,  since  they  love  to  be  con- 
sidered in  the  light  of  white  men  ;  on  a  future  occasion 
ihey  shall  be  treated  of,  and  in  a  manner  which  will  not 
fail  to  do  tbem  justice. 

Although  Calcutta  literally  teems  with  native  brokers, 
known  as  Saboos,  they  all  appear  to  make  a  living.  This, 
however,  can  easily  be  understood,  when  it  is  remembered 
that  the  Aryan  man  of  rupees  exists  comfortably  on  from 
twelve  to  fifteen  shillings  a  month.  His  food  consists  of 
^n  unsaToury  compound  in  which  lice  and  (apparently) 
decayed  cabbages  form  the  principal  ingredients ;  and  a 
pair  of  white  cotton  trou.sers,  with  a  coat  to  match,  serve 
him  as  clothes,  to  which  must  be  added  an  inexpensive 
pair  of  shoes,  an  uoder-vest,  and  collar.  Should  the 
weather  be  exceptionally  warm — from  the  native  point  of 
view — the  native  broker  will  discard  his  coat  and 
■-'antaloons.  But  it  must  not  be  imagined  from  this  state- 
ment that  he  walks  abroad  as  Adam  did ;  no,  be  attires 
himself  in  a  shirt  and  dhoti — a  species  of  kilt,  white  stock- 
ings completing  this  cool  costume.  Ladies'  suspenders 
also  are  to  be  seen  adorning  his  extremities,  and  should  be 
be  so  fortunate  as  to  have  received  a  large  buying  order,  he 
vill  invest  in  a  pair  of  richly  designed  silk  elastic  garters 
«ith  an  appropriate  motto  engraved  thereon.  In  the  event 
t  the  weather  being  cold,  the  native  broker's  garments 
will  be  made  of  thick  cloth  of  an  exceedingly  cheap  variety, 
lid  his  shoulders  will  be  shawled.  Like  the  Bluecoat 
boys,  bis  bead  is  uncovered ;  consequently  he  is  saved 


the  expense  of  a  hat.  Nor  does  house-rent  trouble  him 
greatly,  since  a  few  square  feet  in  a  comer  will  contain 
his  roughly-fasbioned  couch  ;  and  as  to  his  ablutions,  the 
neighbouring  river  answers  his  purpose.  From  the  fore- 
going it  will  be  seen  that  the  Baboo  broker's  personal 
expenditure  may  be  kept  within  most  reasonable  limits. 
But  ioexpensive  as  he  finds  life  to  be,  his  confreri  the 
Mahawari,  also  a  native  broker,  succeeds  in  living  upon 
half  the  sum.  Shirts,  collars,  shoes,  and  suspenders  are  not 
included  in  his  scheme  of  clothing ;  a  wisp  of  cloth 
around  his  waist,  a  loose  garment  enveloping  the  upper 
portion  of  his  body,  and  the  Mahawari  is  furoished  with 
a  complete  suit,  it  may  be  added  that  he  wears  a  hat,  in 
the  shape  of  a  turban  of  gaily  coloured  linen,  and  that, 
in  common  with  the  Baboo  broker,  he  feeds  on  evil- 
smelling  Oriental  food. 

The  native  broker's  work  differs  somewhat  from  that 
of  the  London  fraternity,  inasmuch  as  he  does  not 
possess  an  office  wherein  to  deal  with  the  orders  of  his 
town  and  country  clie*tile:  he  spends  the  day  in  paying 
calls  at  the  offices  and  residences  of  his  clients.  On  being 
ushered  into  the  presence  of,  say,  Calcutta's  leading  wine 
merchant,  he  will  thus  address  his  patron  :  — 

"Good  marning,  sir  ;  you  got  business  for  me  to-day?  " 
"  H'm,  well,   I  want  to  sell  my  Hotel 

shares." 

*'  They  very  bad  price  now,  sar.  Some  saying 
managing  director  dam  rascal,  no  dividend  for  share- 
holders.   Market  price  now  being  fifty  rupees." 

"But  they  were  at  seventy  last  month." 

"Yes,  sar,  they  being  seventy  last  month,  because  one 
director  he  buy  three  hundred  shares.  He  buying  small 
lot  often  first  to  send  up  price." 

The  brokerage  charged  by  the  Aryan  broker  is 
nominally  four  annas  (fourpence)  a  share,  though  virtu- 
ally it  may  be  anything,  for  the  dusky  manipulator  of 
figures  has  been  known  to  accept  a  buying  order  at  one 
anna  brokerage  and  to  obtain  as  much  as  eight  annas  a 
share.  As  a  rulci  however,  he  is  paid  at  the  regulation 
rate  of  four  annas.  Though  immersed  in  business,  he 
seldom  docs  a  flutter  on  his  own  account,  being  of  an 
essentially  timid  nature ;  but  it  occasionally  happens  that 
he  and  his  friend  rake  in  a  haul.  Should  the  Babaa  or 
Makawari  broker's  star  thus  be  in  the  ascendant  he  will 
treat  himself  to  an  exceedingly  gaudy  gold  watch-chain,  or 
a  pair  of  pearl  ear-rings.  And  his  soul  rejoices  greatly 
in  the  possession  of  any  finery  whatsoever. 


Harmsworth  ENCyCLOP.CDIA.— Parts  38  and  39  of  this 
invaluable  publication  have  uow  been  issuecU^acb  iwrtff D^ts 
of  leo  pages,  profosdly  illustrateaLtized  by  VjOCjglC 
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fimerican  ^nsnrance  Companies  anb  tbe 
5ncome«tax. 


(From  The  Times,) 
It  may  interest  our  readers  to  trace  the  exact  steps  by 
which  British  and  foreign  insurance  companies  have  been 
placed  on  the  same  basis  with  regard  to  deduction  of 
income-tax.  We  append  the  provisions  which  have  from 
time  to  time  been  enacted  by  Parliament  concerning  this 
question  :— 

Section  54,  Income-tax  Act,  1853:  — 

"Any  person  who  shall  have  made  insurance  on  his 
life  ....  or  shall  have  contracted  for  any 
deferred  annuity  on  his  own  life  ....  in  or  with 
any  insurance  company  which  shall  become  registered 
under  any  Act  to  be  passed  in  the  present  Session  of 
Parliament  for  that  purpose,  and  which  shall  comply 
with  the  requirements  of  such  Act  ....  shall  be 
entitled  to  deduct  tbe  amount  of  tbe  annual  premium 
paid  by  him  for  such  insurance  or  contracted  for 
....  from  any  profits  or  gains  in  respect  of  which 
he  shall  be  liable  to  be  assessed  under  either  of  the 
Schedules  D  or  £  of  this  Act,  or  to  have  any  assessment 
which  may  be  made  npon  him  under  either  of  the  said 
schedules  reduced  or  abated  by  fhe  deduction  of  the 
amount  of  the  said  annual  premium  from  the  amount 
of  the  profits  or  gains  on  \riiich  such  assessment  has 
been  made." 

Section  9,  Finance  Act,  1904:  — 

"Section  54  of  the  Income-tax  Act,  1853  (under  which 
relief  is  granted  in  respect  of  premiums  on  life 
insurances  or  contracts  for  deferred  annuities),  shall 
apply  in  relation  to  life  insurances  or  contracts  for 
deferred  annuities  effected  in  or  with  any  insurance 
company  legally  established  in  any  British  possession 
as  it  applies  in  relation  to  life  insurances  or  contracts 
in  or  with  the  insurance  companies  mentioned  in 
that  section." 

Section  11,  Revenue  Act,  1906:  — 

"The  provisions  of  Section  q  uf  the  Finance  Act, 
1904,  shall  apply  in  relation  to  life  insurances  or  con- 
tracts for  deferred  annuities  effected  in  nr  with  any 
insurance  company  lawfully  carrying  on  business  in 
Great  Britain  or  Ireland,  and  accordingly  such  section 
shall  be  read  and  Lonstriied  as  though  the  words  '  or 
lawfully  carrying  on  business  in  Great  Britain  or 
Ireland  '  were  inserted  therein  at  the  end  of  the  fifth 
line  thereof  after  the  words  '  British  possession.'  " 

It  will  be  seen  that  the  privilege  originally  arose,  no 
doubt  accidentally,  from  the  fact  that  deduction  might 
only  be  made  by  policy-holders  in  companies  registered 


under  an  Act  of  Parliament,  which  would,  of  course,  be 
necessarily  British.  By  the  Finance  Act  of  1904  it  was 
definitely  extended  ^  Colonial  companies,  and  it  was  even 
contended  that  the  words  "  legally  established  in  any 
British  possession, "  would  include  the  American  com- 
panies doing  business  here.  Legal  authority  differed,  how- 
ever, and  the  matter  was  finally  placed  beyond  doubt  by 
a  section  introduced,  on  the  motion  of  Mr.  Berridge,  M.P., 
in  the  Revenue  Act  of  1906.  This  was  done  at  about 
2  o'clock  one  morning,  and  consequently  was  not 
reported ;  and  hence  the  discovery  that  this,  one  of  the 
last  remnants  of  protection  in  our  fiscal  system,  had  been 
done  away  with  was  a  surprise  to  many  prominent  oflScials 
of  the  British  insurance  companies.  It  need  hardly  be 
said,  however,  that  they  do  not  complain  of  its  abolition, 
since  their  companies  are  strong  enough  to  face  competi- 
tion from  America,  or  anywhere  else,  without  protective 
support.  But  the  manner  in  which  the  privilege  first  crept 
in  unnoticed  and  was  finally  abolished  unobserved  is  an 
interesting  example  of  tbe  methods  of  British  law- 
making. 


5n0urance. 


Look  to  your  Policies. 


Great  attention  has  been  attracted  by  the  San 
Francisco  earthquake  to  the  extent  of  the  responsibility 
of  insurance  companies  in  the  case  of  damage  by  fire  and 
otherwise,  and  their  opportunities  for  evading  it.  An 
article  on  this  point  will  therefore  be  of  widespread 
interest,  for  the  most  erroneous  ideas  exist  as  to  the  actual 
position  of  the  insurer  with  the  company  after  the 
occurrence  of  a  fire. 

Now  the  first  matter  to  be  considered  is.  What  is  a  fire 
policy?  It  is  a  contract  between  parties  (the  insurance 
company  and  the  insured),  or,  as  it  is  called,  "  a  contract 
of  indemnity,"  w^iereby  the  former,  in  consideration  of  an 
annual  sum,  called  a  premium,  covenants  to  pay  to  the 
latter  in  the  event  of  damage  or  destruction  through  fiie 
the  value  of  the  goods,  or  premises,  so  damaged,  or  to 
reinstate  or  replace  the  same  in  the  condition  in  which 
they  were  on  the  happening  of  the  fire. 

It  is  safe  to  say  that  nineteen  out  of  twenty  policy- 
holders, on  receiving  their  policies,  further  than  glancing 
at  the  amounts  placed  against  the  different  items,  neglect 
to  read  them,  and  so  are  ignorant  of  tlie,  in  many  cases, 
drastic  conditions  set  forth  on  the  back,  and  even  if  they 
did  read  them  would  not^be  greatly^e^^^^^^^stling 
as  they  do  with  ambiguii»!ili^a^^^tec^nicat  ^^ases,  the 
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meaning  of  which  an  ordinary  l^man  wonld  have  some 
difficulty  in  gnuping. 

It  is  only  after  a  fire  that  they  become  fully  aware  of  the 
nature  of  the  contract  they  have  entered  into.  A  man  who 
ioaares  his  goods  and  effects  for,  say  j^soo,  and  suffers 
a  loss  of  £aiOt  naturally  and  rightly  would  expect  to  be 
paid  that  amount  by  the  office  wUcb  has,  for  years 
perhaps,  enjoyed  his  confidence  and  been  in  receipt  of 
his  premiums.  He  will  probably  find  tihat  he  has 
reckoned  without  the  office  assessor. 

Tk4  Claim. 

When  a  fire  occurs  in  London  or  the  vicinity  both  the 
Fire  Brigade  and  tiie  Salvage  Corps  attend,  the  laUei  to 
protect  the  goods  or  property  in  the  interests  of  the 
insuranca  companies,  by  which  the  corps  is  maintained, 
and  to  minimise  the  damage  by  fire,  dirt,  smoke,  and 
water  as  much  as  possible. 

If  the  sufferer  is  insured  in  one  of  the  tariff  offices,  a 
salvage  man  is  left  in  charge  until  the  settlement  of  the 
claim,  or  for  such  a  period  as  the  office  surveyor  may 
deem  espedlent.  For  this  man's  time  there  is  no  charge 
whatever  to  the  insured. 

The  insmed  mnst,  according  to  one  of  tbe  conditions  of 
his  policy,  give  immediate  notice  of  the  fire  to  the  office 
concerned.  Tbe  Salvage  Corps  also  notifies  the  office. 
The  office  surveyor  is  then  instrncted  to  inspect  and  report, 
which  he  does  by  and  after  a  personal  visit  to  the 
premises,  making,  roughly  and  approximately  it  must  be, 
an  estimate  of  the  damage  as  preliminary  information  to 
his  employers.  He  then  hands  a  claim  fonn  to  the 
insured,  telling  him  to  make  out  his  claim  and  forward 
same  to  his  (the  surveyor's)  office  without  delay. 

Now,  in  the  case  of  a  shopkeeper  wholly  "burnt  out," 
to  use  the  brigade  term,  this  is  often  a  very  difficult 
matter*  eqiecially  if  hjs  books  have  also  been  destroyed, 
as  it  is  impossible  from  memory  to  detail  with  any  degree 
of  accuracy  the  items  on  tbe  various  shelves  or  in  the 
drawers.  Where  tbe  Stock  Book  has  been  saved  it  is 
somewhat  easier,  but  even  then  many  items  are  sure  to  be 
overlooked  or  forgotten. 

Then  it  mnst  be  remembered  that  cost  price,  not  the 
selling  price,  only  can  be  charged,  the  insured  not  being 
permitted  to  make  a  profit  by  the  fire.  If  strict  proof  is 
required  tbe  office  can,  and  often  does,  demand  the  pro- 
duction of  invoices  and  vouchers,  and,  if  these  are  burnt, 
compel  tlie  insured  to  obtain  duplicates,  and  also  to 
produce  his  banker's  Pass  Book  for  their  inspettiun.  All 
this  entails  much  trouble  and  expense,  and  is  very 
irritating  to  one  who  has  taken  pains  to  make  out  a  fair 
and  honest  claim. 

In  most  offices  it  is  a  condition  that  the  claim  must  be 
made  and  delivered  within  fifteen  days,  with  a  stipulation 
that  unless  this  is  done  oothiog  shall  be  payable  under 


the  policy;  but  if  by  reason  of  the  magnitude  of  tbe 
damage  this  caimot  be  done  in  the  praacribed  time,  the 
office,  on  request,  will  generally  grant  a  reasonable 
extension. 

The  Arbitration  Claust. 

The  claim,  then,  having  been  made  in  due  form  the 
office  surveyor  will  again  attend  the  premises  for  the  pur- 
pose of  checking  it,  in  order  to  arrive  at  an  adjustment 
and  settlement.  This  very  often  is  a  matter  of  some 
difficulty,  in  consequence,  perhaps,  of  a  difference  of 
opinion  as  to  values,  or  for  some  reason  not  at  all  apparent 
to  the  instued,  who  ha*  been  at  pains  to  make  an  honest 
claim,  which,  howevw,  tiie  surveyor  is  not  at  all  disposed 
to  recognise,  and  the  insured,  certain  of  the  justness  of 
his  demand,  is  equally  determined  not  to  forego.  It  is  now 
that  he  feels  acutely  the  terrible  dilenmia  in  which  ha  is 
placed.  In  the  event  of  the  parties  being  unable  to  arrive 
at  an  equitable  settlement,  there  is  only  one  course  open 
to  him  by  the  conditions,  and  that  is  that  the  matter  shall 
be  referred  to  arbitration,  which  is  a  condition  of  nearly 
all  the  offices.  He  can  aeek  no  redress  in  the  public 
Courts,  and  tbe  arbitration  proceedings  being  conducted 
in  private,  no  report  appears  in  the  newspapers,  .so  that, 
if  the  office  is  to  blame,  its  doings  never  see  the  light  of 
day,  and  the  general  public  know  nothing  of  the  merits 
of  the  case.  Could  anjrthing  more  iniquitous  be  imagined? 
It  places  the  insured  almost  entirely  at  the  mercy  of  the 
office,  for  unless  he  is  a  very  well-to-do  man  be  would  be 
obliged  to  accept  any  sum  the  office,  on  its  surveyor's 
recommendation,  might  think  proper  to  offer,  or  engage  in 
arbitration,  which  ia  generally  very  protracted  and 
always  costly.  Not  many  could  afford  the  time,  trouble, 
and  expense  necessary  to  combat  an  influential  company, 
for  whilst  the  case  is  pending  their  businesses  would  be  at 
a  standstill  and  financial  ruin  result.  Policy-holders 
should  agitate  vigorously  against  such  a  clause,  and 
demand  its  deletion  from  all  policies. 

The  Average  Clause. 

This  clause  is  often  inserted  in  policies  as  an  extra  con- 
dition, and  my  experience  is  that  it  is  very  little  under- 
stood. It  is  used  sometimes  with  the  consent  of  the  pro* 
poser,  but  very  often  he  knows  nothing  of  it  until  he 
receives  his  policy  with  the  words,  written  on  or  attached 
thereto  by  a  gummed  label,  "This  p^icy  is  subject  to 
average  " — the  exact  meaning  of  which  he  does  not  quite 
understand  and  probably  does  not  take  the  trouble  to 
ascertain.  All  insurance  companies  desire  that  policies 
should  be  for  as  large  an  amount  as  possible,  for  no 
matter  what  the  amount  of  the  insurance  may  be  they 
will  take  care  not  to  pay  out  more  than  what  they,  or  their 
surveyors,  consider  an  equivalent  for  the  damage  or 
destruction  actually  done. 

Some  people  insure  for  au  amoilnr^U  W^d'^only 
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partially  cover  their  loss  in  the  event  of  being  totally 
"burnt  out,"  arguing  that  the  chances  are  they  may  never 
have  a  fire,  and  even  if  they  were  so  unfortunate  it  would 
most  probably  be  only  a  partial  loss,  so  they  insure  for 
half  value,  in  order  to  save  a  little  extra  premium,  and 
risk  the  other  half.  They  fondly  imagine  that  they  would 
be  certain  of  receiving  at  least  half  the  value  of  their  goods 
if  all  were  destroyed;  but  this  is  not  so,  for  where  the 
average  clause  is  in  force  a  man  becomes  his  own  insurer 
equally  with  the  insurance  company,  so  that  if  he  was 
insured  for  ;^i,txx),  and  the  value  of  his  goods  was  £3,000, 
he  is  held  to  take  the  risk  in  equal  shares  with  the  office, 
which  in  that  case  would  not  be  liable  for  more  than  £soo. 
This  serves  to  show  that  it  is  always  better  to  insure  to  the 
full  value  and  dispense  with  the  average  clause. 

{TJoytTt  Weekly  News.) 


UexUle  Aanutacturfnd  Co&tB. 


We  reproduce  the  following,  which  was  referred  to  in 
our  Weekly  Note.  "By  products,"  of  the  25th  ulL,  from 
The  Journal  of  Accauntancy,  N,Y.  : — 

Perhaps  the  most  interesting  feature  of  textile  mill 
accounting  is  the  determining  of  the  manufacturing  cost. 
Many  mill  men  take  an  inventory  quarterly,  and,  after 
striking  a  Balance  Sheet,  work  out  their  costs  per  pound, 
with  the  resultant  surplus  or  deficit,  and  file  the  averages 
in  comparative  form.  This  makes  interesting  history,  and 
when  comparisons  are  made  for  the  same  period  in 
different  years,  points  are  brought  out  which  might  not 
otherwise  be  developed.  After  all,  the  most  intelligent 
criticism  of  results  is  reached  by  comparison. 

Some  mill  managers,  particularly  in  the  cotton  mills, 
selling  white  goods,  differ  in  their  ideas  regarding  what 
enters  into  strictly  manufacturing  cost.  We  use  the  term 
"  manufacturing  cost "  as  covering  prime  cost  of  raw 
material,  productive  labour,  supplies,  and  an  appor- 
tionment for  depreciation.  To  prove  with  the  result  of  a 
Balance  Sheet,  the  inventory  at  the  first  of  the  year  of 
partly  finished  (goods  in  process)  and  finished  goods, 
should  be  added  to  this  cost,  and  the  inventory  at  the  last 
of  the  year  deducted.  The  net  weight  of  the  goods  manu- 
factured divided  into  this  amount  is  the  manufacturing 
cost  per  pound. 

The  waste  inventories  and  receipts  from  sales  of  waste 
would  reduce  the  expense,  but,  strictly  speaking,  should  not 
be  considered  at  this  point,  waste  being  an  unescapable 
evil.  That  it  should  not  be  considered  is  shown  by  the 
general  custom  of  inventorying  the  goods  in  process  at 
the  cost  of  manufacture  to  the  various  stages  of 
'completion. 


The  more  rigidly  we  adhere  to  this  idea,  the  safer  are  we 
in  our  estimated  results,  compared  with  actual  realisation. 
Our  objective  is  not  to  manufacture  waste,  but  cloth. 

It  takes  1,000,000  pounds  of  raw  material  to  produce 
875,000  pounds  of  cloth,  if  our  waste  percentage  is  la^  per 
cent. ;  therefore  our  manufacturing  cost  is  the  price  paid 
for  the  1,000,000  pounds,  plus  the  other  above  described 
item  of  cost.  It  is,  of  course,  understood  that  the  sum 
realised  from  sales  of  waste  operates  to  swell  the  surplus. 

After  3  thorough  scrutiny  of  the  manufacturing  Cost 
Sheet,  we  come  to  the  analysis  of  the  difference  between 
the  weight  of  the  cotton  opened  and  the  weight  of  the 
cloth  produced.  The  waste  sold  or  reworked  accounts  for 
itself.  The  invisible  waste  is,  weight  for  weight, 
frequently  the  most  costly. 

Accompanying  the  Daily  Production  R^>ort,  and  form- 
ing part  of  it,  should  be  arranged  in  parallel  columns  the 
standard  weight  and  the  actual  weight  as  the  goods  come 
off  the  looms.  There  is  no  real  profit  to  anyone  in  having 
the  goods  run  heavy,  as  they  are  sold  on  a  standard 
weight.  Even  the  consumer  wants  a  uniform  weight. 
Here  is  where  some  of  our  hitherto  invisible  waste  may  be 
found.  Conversely,  every  precaution  should  be  made  to 
keep  the  goods  from  running  light  (Manufactuiers  are 
not  grafters — not  necessarily  so,  anyhow.) 

Thus,  after  verifying  our  calculation,  the  real  manu- 
facturing cost  is  established,  the  manufacturer  has  entered 
into  a  group  of  costs  over  which  he  has  more  ca>ntroI. 
Selling  Expenses,  Salaries,  Office  Expenses,  Insurance. 
&c.,  lie  more  within  his  grasp,  being  more  elastic  than  the 
first  group. 

In  the  logical  arrangement  of  general  costs,  after  manu- 
facturing cost  comes  the  cost  of  sales.  Separately  viewed, 
these  are  Commissions,  Trade  Discounts,  Allowances, 
Freight  and  Drayage,  and  any  other  specific  charge 
essentially  a  selling  expense.  Comparisons  with  other, 
say  quarterly,  periods  are  particularly  useful  here, 
because,  while  Commissions  and  Discounts  are  generally 
a  fixed  percentage,  the  Allowances,  Delivery  Costs,  &c., 
are  variable  quantities  and  need  the  closest  scrutiny. 

After  establishing  our  cost  of  manufacture,  and  con- 
solidating it  with  the  cost  of  sales,  we  "sit  up  and  take 
notice  "  of  the  margin  left  after  taking  this  total  from  the 
gross  sales.  We  now  have  th$  profit  on  sales,  which 
should  be  large  enough  to  cover  alt  other  charges, 
expenses,  deductions  from  income,  and  leave  an  amount 
for  dividends. 

We  are  getting  more  interested  as  we  now  set  up  the 
general  expense  items  of  Salaries,  Office  Expenses, 
Insurance,  and  the  like.  The  marshalling  of  all  tlwse  items, 
properly  grouped,  sometimjcs  seems  like  a  gum  Umy  with 
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(unners,  ia  cmnpanies  and  regiments,  coming  to  devour 
our  frail  and  puny  surplus,  eked  out  of  a  lean  year. 

The  receipts  and  rents  from  tenants'  cottages,  and  other 
ettra  receipts  of  like  nature,  are  set  up  as  other  income, 
and  are  added  to  profit  on  sales,  from  which  sum  we 
deduct  the  cost  of  General  Expenses,  leaving  the  total 

income. 

From  the  total  income  we  have,  as  a  contra,  the  fixed 
cbarge*.  consisting  of  Taxes  and  Interests.  After  this 
deduction  the  balance,  if  any  there  be,  is  the  net  income. 

By  reaching  the  final  result  in  this  manner,  the  group- 
ings  stand  out  clearly,  and  fit  into  the  mind  more  readily 
iuT  cinnparative  purposes.  The  headings  can  be  easily 
remembered,  arranged  in  a  tabulated  form,  and  will  prove 
a  valuable  reference  in  the  office  of  any  mill. 

Atlanta,  Ga.  Joel  Hunter. 


personal. 

Ma.  Altkbd  Lass,  Chartered  Accoantant,  announces 
that  he  has  removed  from  Sandown  Lodge,  352  Upper 
Richmond  Road,  Putney,  to  "  Rapsley."  Chesswood  Road, 
Worthing. 

Messrs.  I.  B.  Rbid  &  R.  Gair,  Incorporated  Accoun- 
tsnts,  aonoaiice  that  the  partnership  hitherto  existing 
between  them  at  Cathedral  Buildings,  Newcastle-on-Tyne, 
has  been  dissolved.  Mr.  I.  B.  Reid  will  carry  on  business 
ID  his  own  name  at  the  above  address,  and  Mr.  Robert 
G&iR  at  18  Grainger  Street,  Newcasde-on-Tyne. 


failntes  an&  XtUs  of  Sale  In  Sn^Ian^ 
an^  tnuileB. 


AccoRDiKG  to  Kimp'i  MmanHk  GiuttU,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
daring  the  week  ending  Friday,  August  31st,  was  135,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  Gatette, 
:6  -,  Deeds  of  Arrangement  registered,  59.  The  respective 
mnnbers  in  the  corresponding  week  of  last  year  were : 
Bankruptcies,  So;  Deeds  of  Arrangement,  69— total,  149; 
bong  a  decrease  of  14.  The  total  number  of  commercial 
failures  recorded  daring  the  35  weeks  of  the  present  year  is 
3.646;  tlw  total  number  recorded  in  the  corresponding  35 
of  Imst  year  was  6,033,  showing  a  decrease  of  387. 

The  nomber  of  Bills  of  Sale,  including  Re-registrations, 
Sied  in  England  and  Wales  for  the  week  ending  Friday, 
Aagnst 31st,  was  121.  The  nnmberin  thecorrespondingweek 
cf  last  year  was  122,  showing  a  decrease  of  i.  The  total 
cniber  filed  dnring  the  35  weeks  of  the  present  year  is 
S>i56;  tiaa  totiU  nnmba  filed  in  the  corresponding  35  weeks 
Bf  last  year  was  5,651,  showing  a  decreabe  of  493. 


Debentures. 

The  Mortg^ea  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
Friday,  August  31st,  amounted  to  ;fi,302,23T,  by  way 
of  addition  to  ;fz, 119,259,  previously  issued  by  the  same 
companies.  Tlie  amotmt  registered  in  the  corresponding 
week  of  last  year  was  £i,97o,8$2,  showing  a  decrease  of 
;f668,62i.  The  total  amount  registered  during  the  35 
weeks  of  the  present  year  was  ;^38,569,905  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  1^55,415,320  for  the  corresponding  35  weeks 
in  1905,  showing  an  increase  of  /31I54.585. 


The  Profession  in  Scotland. 


Sheriff  Court  of  Lanarkshire. 


In  JMnet  Arnott  ft  Company'i  SeqneitnUloii,  Dvedge  ft 
irOomblet  Londtn  t.  John  Fomst,  OX*  OUitfov. 

Bankruptcy  —  Sequestration  —  Trustee's  Deliverance  Rejecting 
Claim  0/  Creditor — Bankrupts'  Business  Books  as  Evi- 
dena  of  Loan. 

Held,  that  books  kept  by  the  bankrupts,  the  accuracy  of 
which  are  not  challenged,  are  sufficient  evidence  on  which 
to  claim  a  ranking  in  a  sequestration. 

The  following  interlocutor  by  the  Sheriff-Substitute 
(Balfour)  fully  explains  the  circumstances. — 

Glasgow,  30th  August  1906.  Having  heard  parties 
procurators,  and  considered  the  cause,  finds  that  the  appel* 
lants  had  prior  to  March  1904  sundry  transactions  with 
James  Arnott  &  Company,  warehousemen,  in  Glasgow ; 
finds  that  at  that  time  (March  1904)  James  Arnott  ft  Com- 
pany got  into  financial  difficulties,  and  on  3rd  March  1904 
James  Arnott,  the  sole  partner  of  James  Ainott  &  Com- 
pany, wrote  to  the  appellants  that  they  (fames  Arnott  ft 
Company)  would  require  an  advance  to  enable  them  to 
meet  some  bills  which  were  then  due,  and  on  the  follow* 
ing  day  (4lh  March)  they  telegraphed  to  the  appellants  to 
pay  in  the  sum  of  ^80  on  the  London  and  County  Bank- 
ing Company,  Lim.,  in  favour  of  James  Arnott  &  Com- 
pany ot  bearer,  and  they  cashed  the  same  at  the  branch 
of  the  said  bank  in  London,  and  paid  in  the  said  sum  to 
the  credit  of  James  Arnott  &  Company  at  the  British 
Linen  Company  Bank,  Tbreadneedle  Street,  London.  Finds 
that  the  said  sum  of  ^So  was  advanced  by  the  appellants 
to  James  Arnott  &  Cmnpany  as  a  temporary  loan  to  assist 
them  out  of  their  difficulties,  and  in  particular  ii  was 
advanced  to  help  James  Arnott  &  Company  to  pay  a  bill 
which  they  were  owing  to  a  firm  called  Becker  &  Son  for 
^142  17s.  Id.  Finds  that  the  wa^  go  @1Je^^.^s 
Arnott  &  Company,  and  it  was^ot  a  payment  to  ^oun* 
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of  goods  supplied  by  the  appellants  to  them,  but  it  was  a 
temporaiy  loan  for  the  purpose  already  stated.  Finds 
that  James  Amott  &  C<»npaD]r  did  not  give  the  appellants 
any  receipt  for  the  money  and  no  document  of  debta 
exists  for  the  ;^8o.  Finds,  however,  that  the  books  of 
James  Amott  &  Compaay  contain  entries  crediting  the 
appellants  with  the  said  ^80  conform  to  die  excerpts 
Nos.  4/5  of  process.  Finds  in  particular  that  the  I^vate 
Ledger  of  James  Amott  &  Company  instructs  that  the 
sum  of  £80  was  received  from  the  appellants  on  4th  March 
1904,  and  the  same  entry  occurs  in  the  Private  Journal  of 
James  Amott  &  Company,  and  these  entries  instruct  that 
the  £80  had  been  passed  into  the  bank  for  James  Amott 
&  Company,  and  James  Amott  Sc  Company  were  credited 
with  that  amount.  Finds  further  that  the  Bill  Book  of 
James  Arnott  &  Company  instmcts  that  a  bill  was  due  to 
Becker  ft  Sons  on  4th  March  1904.  and  the  £80  was 
applied  in  so  far  paying  that  bill.  Finds  under  these 
circumstances  that  althougfa  there  is  no  document  of  debt 
to  instruct  the  loan  of  ;^8o  the  books  of  James  Amott  & 
Company  prove  that  they  received  the  money  from  the 
appeUantSi  and  that  the  appellanta  were  credited  with  the 
amount  as  a  loan  by  them  to  the  bankrupts.  Therefore 
recalls  the  deliverance  appealed  against.  Ordains  the 
respondent  to  rank  the  appellants  as  creditors  on  the  bank- 
rupts' sequestrated  estates  in  terms  of  their  claim  to  pay 
them  the  dividend  with  the  bank  interest  due  thereon. 
And  finds  neither  party  entitled  to  expenses. 

(Signed)  D.  D.  Balfous. 
Note — This  is  a  peculiar  case,  and  it  does  not  appear 
to  be  ruled  by  the  decisions  to  which  I  was  referred.  It 
is  not  a  case  of  there  being  an  imperfect  document  of  debt 
which  has  been  supplemented  by  parole  proof,  as  in  the 
well-known  cases  of  Bryan  v.  Butters  (19  R.  490)  and 
Paterson  v.  Paterson  (25  R.  144).  Neither  is  it  a  case  of 
there  being  an  existing  document  of  debt  which  has  not 
been  delivered  to  the  lender.  It  is,  however,  a  clear  case 
of  the  bankrupts  having  received  the  money  from  the 
appellants,  and  the  bankrupts  delivered  no  document  of 
debt  to  the  lenders,  but  they  acknowledged  the  loan  in 
their  own  books  and  credited  the  lenders  with  the  amount. 
It  seems  to  me  that  after  making  these  entries  in  their 
own  books  the  bankrupts  are  not  entitled  to  ignore  them, 
and  the  trustee  is  in  no  better  position  than  the  bankrupts 
themselves.  It  is  not  a  case  of  the  bankrupt  proving  a 
debt  by  his  oath  of  reference,  which,  of  course,  is  incom- 
petent, but  it  is  the  case  of  a  debt  appearing  to  be  due  by 
the  bankrupt's  own  books,  and  the  debt  is  therefore  consti- 
tuted by  the  bankrapts'  own  writ.  There  appears  to  me 
to  be  nothing  ambiguous  or  unsatisfactory  in  the  bank- 
rupts' books,  and  the  tmstee  is  bound  to  take  the  estate 
IS  disclosed  by  the  bankrupts*  own  books  which  are  not 
Uenged. 


I  need  not  refer  to  the  many  well-known  cases  which 
were  cited — such  as  Dtmem's  Trustus  v.  Shand  (11  Mac 
259),  Dunnes  Trusttes  v.  Hardit  (33  R.  633),  and  the  above- 
mentioned  cases  of  BryoH  and  i'd/erjM— because  in  my 
opinion  these  cases  have  no  real  bearing  on  the  present 
case ;  but  I  have  to  refer  to  a  dictum  of  Lord  Maclarea  in 
the  case  of  Paterson,  where  in  dealing  with  exceptions  to 
the  ordinary  rules  of  proof  by  writ  he  says :  "  I  azn  not  pre- 
"  pared  to  admit  such  an  exception  to  the  ordinary  rules  of 
"  proof  by  writ,  which  ondoubtedly  include  signed  letters, 
"  although  neither  holograph  nor  tested,  and  even  entries  in 
'aeeount  books  keft  by  tke  forty  who  is  ekarged  with  the 
'debt."  This  last  clause  clearly  indicates  that  such 
entries  as  exist  in  the  present  case  in  the  bankrupts'  books 
prove  the  debt  to  which  the  entries  apply. 

On  the  whole,  I  consider  that  it  is  a  case  for  each  party 
paying  his  own  expenses,  as  the  trustee  was  entitled  in  a 
case  like  the  present  to  have  judicial  autfaori^  for  the 
ranking  of  the  debt. 

jlntd.)   D.  D.  B. 
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XeaMng  articles. 

The  Depredation  of  Plant  and  Machinery. 

TN  oar  issue  of  the  23rd  June  last  we  repro- 
duced  a  very  interesting  and  instructive 
paper  on  "  The  Depreciation  of  Plant  and 
Machinery,"  which  was  read  by  Mr.  H. 
Stanley  Garrv,  C.A.,  at  a  meeting  of  the 
Nottingham  section  of  the  Society  of  Chemical 
Industry. 

This  paper,  although  quite  short,  embraces  a 
good  deal  of  ground,  and  will  be  found  of  value 
not  merely  on  account  of  the  information  that 
it  contains,  but  also  by  reason  of  the  reflections 
that  it  suggests.  Dealing  as  it  does  with  a 
question  that  has  frequently  been  dealt  with  in 
almost  all  its  numerous  aspects,  both  in  these 
columns  and  elsewhere,  but  little  will  be  gained 
by  our  now  discussing  it  exhaustively  and 
seriatim.  We  propose,  therefore,  to  merely 
ui^le  out  one  point  which,  it  seems  to  us,  has 
not  hitherto  attracted  all' the  att<^tiori  that  it 
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deserves — namely,  the  respective  advantages  of 
providing  for  depreciation  at  a  fixed  percen- 
tage upon  the  original  cost  and  at  a  fixed 
percentage  upon  the  diminishing  value  of  the 
asset. 

It  of  course  goes  without  saying  that,  if  the 
last-named  method  be  employed,  the  rate  per 
cent,  at  which  the  a^et  is  written  down  must 
be  considerably  higher  than  would  be  necessary 
under  the  first-named  method  to  produce  an 
equally  satisfactory  result  at  the  end  of  any 
given  period.  For  instance,  Mr,  Garry  points 
out  that  5  per  cent,  upon  the  original  cost  will 
entirely  exhaust  an  asset  at  the  end  of20  years, 
but  will  leave  the  residual  of  37*07  per  cent.,  if 
5  per  cent,  upon  the  diminishing  value  be 
substituted.  Probably  something  like  10  per 
cent,  or  12^  per  cent,  would  be  nearer  the  mark, 
as  the  former  would  leave  a  residual  value  of 
12*15  per  cent,  and  the  latter  a  residual  value 
of  6*92  per  cent. ;  which  last-named  would 
certainly  not  be  an  over-estimate  in  the  case  of 
the  majority  of  items  of  plant  and  machinery. 
It  being  thus  clear  that,  if  the  fixed  percentage 
on  the  diminishing  value  be  taken  as  the  basis 
for  depreciation,  the  effect  must  necessarily  be 
to  charge  a  larger  sum  against  profits  during 
the  earlier  years,  and  a  smaller  sum  during  the 
latter  years  of  the  life  of  the  asset,  than  would 
be  necessary  to  arrive  at  the  same  eventual 
result  if  the  fixed  percentage  upon  the  original 
cost  were  taken  as  the  proper  basis,  the 
question  that  remains  to  be  considered  is  as  to 
which  of  these  two  methods  most  nearly  meets 
the  practical  requirements  of  normal  situations. 

The  lecturer  mentions  the  argument  in 
favour  of  the  calculation  on  the  diminishing 
value,  that  the  sums  written  off  are  greater  in 
the  years  when  the  repairs  are  small,  and  that 


this  tends  to  equalise  matters ;  but  adds  that 
too  often  the  two  factors  of  rate  and  basis  have 
not  been  settled  together,  and  in  consequence 
the  adoption  of  the  basis  of  diminishing  value 
has  the  effect  of  leaving  a  considerable  value  in 
the  books  when  the  plant  has  disappeared. 
There  can  be  little  doubt  that,  as  the  lecturer 
states,  too  often  a  rate  of  depreciation  is 
adopted  which  does  not  write  down  plant  to 
its  residual  value  by  the  time  that  it  becomes 
necessary  to  replace  it ;  but  we  are  not  aware 
that  this  state  of  affairs  is  in  practice  confined 
to  those  undertakings  which  adopt  the  fixed 
percentage  on  the  diminishing  value — nor,  even 
if  it  were,  could  the  whole  matter  be  regarded 
as  being  thereby  effectively  disposed  of.  In  all 
cases,  before  the  question  of  depreciation  can 
be  seriously  considered  at  all,  it  is  necessary  in 
the  first  instance  to  obtain  an  estimate  of  the 
working  life  and  of  the  residual  value ;  and  if 
this  data  be  supplied,  together  with  the  original 
cost  of  the  asset,  it  is  as  simple  to  calculate  the 
proper  rate  upon  the  one  system  as  it  is  upon 
the  other.  What  requires  to  be  considered  is 
which  system  most  Jairly  charges  the  profits  of 
successive  years  wilh  the  benefits  respectively  derived 
by  those  years  from  the  use  and  enjoyment  of  the 
assets. 

It  is  true  that  in  many  cases  the  fixed  p»er- 
centage  on  the  diminishing  value  is  adopted  as 
a  rough-and-ready  method  of  compensating  for 
steadily  increasing  charges  for  rei^iirs  that  may 
be  expected  under  normal  circumstances,  but 
this  one  point  by  no  means  exhausts  the  matter. 
Charges  for  repairs  and  small  renewals  can  be 
readily  equalised  over  successive  years  without 
mixing  their  provision  up  with  the  necessary 
provision  for  eventual  complete  renewal ;  and 
under  certain  circumstances  it  is  clearly  desir- 
able that  these  two  matters  should  be  kept 
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separate  and  distinct.  There  remain,  however, 
other  points  to  be  considered. 

In  the  first  place  it  is,  in  the  majority  of 
cases,  a  very  open  question  whether  the  effect 
of  such  repairs,  and  such  small  renewals  as 
may  be  practicable  from  time  to  time,  is  to  so 
muDtain  the  asset  in  a  full  state  of  working 
efficiency  as  to  enable  the  latter  years  of  its 
life  to  enjoy  the  same  benefit  from  its  use  as 
the  earlier  years.  In  the  vast  majorityof  cases 
there  can  be  little  doubt  that  no  mere  repair- 
ing can  achieve  this  end.  Most  plant  and 
machinery  is  in  its  highest  state  of  ef&ciency ; 
can  turn  out  the  best  work ;  turn  it  out  most 
quickly,  with  the  least  supervision  (and  with 
the  least  waste  arising  from  non-production 
during  the  days  when  it  is  necessarily  out  of 
use  while  undergoing  repair),  during  the  earlier 
part  of  its  working  life.  In  workshops  where 
plant  is  superseded  the  moment  it  shows  signs 
of  deterioration  this  argument  applies  only  to 
a  very  limited  extent,  but  in  the  majority  of 
cases  it  is  one  that  certainly  ought  not  to  be 
overlooked. 

Then,  again,  there  is  the  risk  of  obso- 
lescence, the  due  provision  for  which  requires 
some  charge  to  be  made  against  profits  in 
excess  of  that  which  would  be  necessary  for 
mere  wear  and  tear ;  and  that  charge  ought  in 
Eaimess,  we  think,  to  be  borne  more  fully  by 
the  years  in  which  the  equipment  is  compara- 
tively new  than  in  those  in  which  it  is  already 
becoming  quasi-obsolete.  Where  the  rates  of 
percentage  employed  make  no  provision  for 
obsdescence,  it  is  obvious  that  this  argument 
cannot  be  utilised  either  one  way  or  the  other ; 
but  there  can  be  little  doubt  that  in  the 
majority  of  cases,  and  for  most  classes  of  plant 
and  machinery,  some  such  provision  ought  to 


be  made,  and  it  can  obviously  be  most  con- 
veniently made  in  those  years  when  the  equip- 
ment is  most  perfect,  and  when  the  highest 
profits  are  capable  of  being  earned. 

Then,  again,  it  ought  not  to  be  overlooked 
that,  if  the  fixed  percentage  on  the  original 
cost  be  employed,  in  each  successive  year  the 
apparent  effect  is  that  an  increasing  percentage 
is  being  charged.  Thus,  if  10  per  cent,  off  the 
original  cost  be  charged  against  an  asset  worth 
£1,000,  at  the  end  of  the  first  year  the  item 
would  appear  thus  in  the  Balance  Sheet : — 

Plant  and  Machinery  (at  cost)       . .  j^i,ooo 

Ltss  Depreciation   loo 

  £900 

At  the  end  of  the  sixth  year  the  item  would  be 

as  follows : — 

Plant  and  Machinery  (as  per  last 

Account)    £y>o 

Ltss  Depreciation   loo 

  £400 

In  that  year,  therefore,  assuming  the 
customary  method  of  dealing  with  the  item  in 
the  Balance  Sheet  be  pursued,  the  apparent 
rate  of  depreciation  is  20  per  cent.,  and  in  such 
cases  there  is  a  strong  temptation,  if  profits  are 
declining,  to  reduce  the  rate,  and  the  inadequacy 
of  the  reduced  rate  is  not  apparent.  Of  course, 
this  objection  can  be  obviated  by  adopting  an 
unusual  method  of  stating  the  item  in  the 
Balance  Sheet,  as  follows : — 

Plant  and  Machinery  (at  cost)        ..  ;^i,ooo 
Less  Depreciation  (six  years)    . .  600 

  £iOO 

And  then  it  would  at  once  become  clear  that  a 
reduction  in  the  depreciation  rate  was  being 
made,  if  such  a  reduction  were  attempted; 
but,  with  the  customary  method  of  stating 
assets  and  provision  for  depreciation  in  Balance 
Sheets,  the  danger  of  employing  the  fixed  per- 
centage upon  the  original  cost  is-by  no  means 
an  imaginary  one.        Digitized  by  LjOOglC 


288 


THE   ACCOUNTANT        September  15,  1906. 


It  remains  to  consider  the  comparative 
facility  with  which  the  two  methods  of  pro* 
viding  for  depreciation  may  be  applied  in 
practice.  If  the  fixed  percentage  upon  the 
original  cost  be  employed,  inasmuch  as  addi- 
tions are  always  being  made  to  plant  from  time 
to  time,  it  becomes  essential,  if  the  item  is  to 
be  properly  and  systematically  dealt  with,  that 
the  amount  charged  for  Depreciation  should 
not  be  credited  to  the  Plant  and  Machinery 
Account,  but  to  a  separate  account  entitled 
"  Reserve  for  Depreciation."  This  too  often 
degenerates  into  the  provision  of  one  Reserve 
for  Depreciation,  instead  of  a  number  of 
separate  accounts  for  different  classes  of  assets ; 
and,  as  such,  it  is  inconvenient  and  open  to 
abuse.  On  the  other  hand,  if  the  fixed  percen- 
tage upon  the  diminishing  value  be  employed, 
the  provision  for  Depreciation  can,  and  must 
be,  credited  to  the  Asset  Account  in  order  to 
arrive  at  the  diminished  figure.  It  is  true  that, 
if  successive  additions  were  to  be  debited  to 
this  same  account,  it  would  be  difficult,  if  not 
impossible,  to  see,  when  an  asset  was 
"  scrapped,"  whether  its  book  value  had 
actually  been  written  down  to  zero.  There 
are,  however,  so  many  advantages  in  opening 
separate  Ledger  Accounts  for  such  additions,  as 
and  when  acquired,  that  any  objections  that 
might  be  experienced  under  this  heading  lose 
in  practice  whatever  significance  they  might 
possess  in  theory. 

Upon  the  whole,  therefore,  we  think  that,  so 
for  as  plant  and  machinery  are  concerned,  the 
fixed  percentage  upon  the  diminishing  value  is 
the  better  method  of  providing  for  deprecia- 
tion. In  certain  cases  it  may  have  the  effect  of 
charging  an  excessive  sum  against  the  profits 
of  the  first  two  or  three  years ;  but  the  secret 
reserve  so  crated  is,  we  think,  never  likely 


to  exceed  the  reserve  desirable  to  provide  for 
obsolescence,  and  is  therefore  entirely  unobjec- 
tionable, and  certainly  a  secret  reserve  created 
by  this  means  is  one  of  the  least  objectionable 
that  can  well  be  conceived. 


Elective  Auditors*  Duties. 


'THE  case  of  Stevenson  v.  The  Bexhill 
*■  CorporaHon,  which  appeared  in  our  Law 
Reports  of  the  nth  ult.,  is  one  which  raises 
several  points  of  considerable  interest  to  our 
readers,  although  the  main  issue — namely,  that 
as  to  whether  an  Elective  Auditor  is  entitled 
as  a  matter  of  course  to  charge  two  guineas 
a  day  for  every  day  that  he  chooses  to  devote 
to  the  audit  of  the  Corporation's  Accounts — 
may  concern  them  less  than  local  authorities 
and  the  class  of  persons  usually  elected  to 
audit  a  Borough  Treasurer's  accounts  under 
the  provisions  of  the  Municipal  Corporations* 
Act,  1882. 

If  it  were  to  be  held  that  the  Elective 
Auditor  was  the  sole  arbiter  as  to  the  amount 
of  time  to  be  properly  devoted  to  the  discharge 
of  his  statutory  duties,  it  is  clear  that,  in  many 
cases  at  least,  local  authorities  would  be 
called  upon  to  make  excessive  payments  under 
this  heading,  without  any  corresponding 
improvement  being  effected  in  the  class  of 
person  ordinarily  elected  to  this  much 
abused  office.  The  Public  Health  Act, 
1875,  provides  that  in  the  case  of  a  Tovrn 

I  Council  the  Borough  Auditors  shall  be  paid 
in  respect  of  each  audit,  such  reasonable 

^  remuneration,  not  being  4ess  than  two  guineas 
for  every  day  in  which  they  are  employed  in 
such  audit,  as  the  Council  may  from  time  to 
time  appoint.  The  significance. of  the  words 
"employed  in  such3%i9iillDyi^9p&6i€ over- 
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looked.  They  have  now  been  held  by  his 
Honour  Judge  Scully  to  mean  "  reasonably 

employed  in  such  audit,"  thus  limiting  the 
Borough  Auditor's  claim  for  remuneration  to 
payment  for  time  properly  and  necessarily 
occupied  by  him  in  the  discharge  of  his 
statntoxy  duties. 

The  plaintiff  appears  to  have  relied  upon 
Thomas  v.  The  Corporation  of  Devonport,  decided 
by  the  Court  of  Appeal  in  November  1899,  but 
he  seems  to  have  made  the  mistake  of  confusing 
the  obiter  dictum  of  the  late  Lord  Russell 
OF  KiLLOWEN  with  the  actual  judgment  of  the 
Court.  The  plaintiff  in  that  case  claimed 
forty-seven  guineas,  and  the  Court  held  that 
the  thirty*four  pounds  paid  into  Court  was 
5affici«it  remuneration  for  his  services.  It 
will  thus  be  seen  that  Judge  Scully  has 
broken  no  new  ground  in  deciding  that  an 
Elective  Auditor  is  not  necessarily  to  be  paid 
for  the  whole  of  the  time  spent  by  him,  but 
only  for  that  reasonably  and  necessarily 
occupied  in  the  discharge  of  his  duties. 

Apparently,  however,  the  plaintiff  was  led 
away — or  shall  we  say  misled — by  the  late 
Lord  RussBLL*s  statement  that  such  an 
auditor  was  not  only  entitled,  but  justified  and 
boand  to  go  further  than  to  see  whether  there 
were  vouchers,  formal  and  regular,  justifying 
each  of  the  items  in  respect  of  which  the 
authorities  sought  to  get  credit  upon  the 
atxounts,  and  should  make  a  fair  and  reason- 
able examination  of  the  accounts  and  see 
whether  there  might  not  be  amongst  the  pay- 
ments made  payments  which  were  not  author- 
ised, or  which  were  illegally  made.  In  this 
connection  it  may  be  pointed  out  that  the 
express  provisions  of  a  clearly-worded  section 
of  an  Act  of  Parliament  are  a  safer  guide  for 
all  practical  purposes  than  the  obiter  dictum 


even  of  a  Lord  Chief  Justice.  The  duty 
imposed  by  statute  upon  Borough  Auditors  is 
to  audit  the  accounts  of  the  Treasurer,  and 
although  (as  Judge  Scully  pointed  out)  it  may 
on  occasions  be  necessary  for  the  auditor  to 
examine  other  accounts  before  his  audit  of  the 
Treasurer's  accounts  can  be  regarded  as  effec- 
tive, his  duty  does  not  extend  to  the  whole  of 
the  accounts  kept  by  the  Corporation.  Con- 
sequently, any  time  spent  in  examining  any 
accounts  other  than  the  accounts  of  the 
Treasurer,  which  is  not  necessary  in  order  to 
enable  these  accounts  of  the  Treasurer  to  be 
verified,  is  not  time  spent  in  the  discharge  of 
the  auditor's  statutory  duty,  and,  in  conse- 
quence, not  time  for  which  he  is  entitled  to 
claim  remuneration  under  the  Act. 

As  a  question  of  law  all  this  is  very  plain  and 
clear,  but  when  one  comes  to  apply  it  in  actual 
practice  it  must  be  admitted  that  the  decision 
must  be  regarded  as  unsatisfactory,  if  one 
seriously  considered  that  any  useful  public 
purpose  was  served  by  the  statutory  elective 
audit.  If  any  serious  reliance  were  to  be  placed 
upon  the  Elective  Auditor's  certificate,  it  is  clear 
that  there  would  be  considerable  danger  arising 
from  a  decision  which  threw  upon  the  auditor 
the  onus  of  proving  that  every  time  he  called 
for  evidence  outside  the  Treasurer's  books  to 
justify  an  item  before  passing  it  in  the  accounts 
he  was  liable  to  have  the  time  devoted  to  such 
inquiry  disallowed,  as  being  time  wantonly 
wasted.  Such  a  mode  of  remuneration  would 
certainly  not  tend  to  encourage  satisfactory 
results;  but  inasmuch  as  the  whole  system  of 
elective  audits  is  already  hopelessly  discredited, 
we  cannot  but  welcome  any  decision  which 
tends  to  demonstrate  its  utter  futility,  as  one 
cannot  help  thinking  that  by  that  means  the  date 
of  its  abolition  and  the  substitution  of  ^^^ore 
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efficient  form  of  audit  must  be  hastened.  In 
the  meanwhile  the  majority  of  self-respecting 
local  authorities  have  done  all  that  lies  in  their 
power  to  remedy  the  existing  anomalies  by 
instructing  professional  accountants  to  make  an 
audit  of  the  whole  of  the  books,  and  report 
thereon  in  the  usual  business  way.  Where 
such  a  professional  audit  exists  it  is  obvious 
that  there  remains  little  or  nothing  that  the 
Elective  Auditor  can  usefully  do,  and  under 
such  circumstances  no  great  harm  can  be  done 
— more  especially  bearing  in  mind  the  type  of 
man  usually  elected — if  the  statutory  audit  be 
admittedly  perfunctory  ;  certainly  it  requires  a 
somewhat  strong  case  to  justify  the  expenditure  of 
any  considerable  amount  of  time  in  performing  an 
examination  which  has  already  been  completed 
by  much  more  experienced  hands.  Bexhill, 
like  most  other  progressive  Corporations, 
possesses  such  a  professional  audit,  and  this 
£act  doubtless  influenced  His  Honour  in  deter- 
mining that  two  days  was  a  sufficient  amount 
of  time  for  the  plaintiff  to  devote  to  his  duties 
as  Auditor  under  the  Public  Health  Act,  1875. 

The  AcGountantA*  Reports  to  the  War  Stores 
Commission. 

'PHE  Report  of  the  Royal  Commission  on 
War  Stores  in  South  Africa  has  been 
followed  by  the  issue  of  Blue  Books  containing 
minutes  of  the  evidence  given  before  the  Com- 
mission and  the  reports  of  the  Chartered 
Accountants  appointed  to  examine  the  docu- 
ments upon  which  the  investigation  was  based. 
These  latter  represent  Vols.  3  and  4  of  the 
Report  as  a  whole,  and  are  far  too  voluminous 
for  us  to  attempt  even  to  summarise  them  in 
these  columns.  They  are,  however,  worthy  of 
careful  perusal  even  apart  from  the  interest 
attaching  to  the  subject  matter,  as  showing 


how  the  results  of  an  enormous  investigation 
may  be  conveniently  focassed  and  condensed 
within  a  reasonable  space. 

Vol.  3  comprises  the  report,  with  appen- 
dices, of  Messrs.  Annan,  Kirby,  Dexter 
&  Co.,  Chartered  Accountants,  of  21  Iron- 
monger Lane,  E.C.,  which  they  state  has 
been  prepared  conjointly  with  their  friends 
Messrs.  Deloitte,  Plender,  Griffiths  & 
Co.,  who  are  partners  in  their  South  African 
firm.   Their  investigation  has  brought  to  light 
a  deplorable  lack  of  even  elementary  business 
care  in  the  manner  in  which  the  accounts  in 
South  Africa  have  been  kept;  errors  of  addition 
and  of   carrying  forward  being  frequently 
seriously  incorrect,  while  in  many  cases  there 
were  inadequate  descriptions  of  the  unit  of 
quantities,  and  other  evidence  that  the  detailed 
work  was  apparently  as  badly  performed  as 
the  general  administration  was  supervised. 
The  report  states  :  "  It  is  to  be  regretted  that, 
"in  a  matter  so  largely  involving  technical 
"  accountancy,  knowledge,  and  training,  the 
"  War  Office  did  not  at  the  outset  realise  the 
"  advantages    which    would    accrue  to  the 
"  Service  as  a  whole,  and  to  the  control  of  the 
"  Central  Account  especially,  had  the  Director 
"  of  Supplies  had  the  advice  and  assistance  on 
"  the  spot  of  representatives  of  the  Finance 
"  Department    of    the    War    Office  com- 
"  petent   to   make    recommendations,  and, 
"  if  necesssary,    to   supervise    their  effec- 
"  five  introduction."    After  what  has  trans- 
pired, however,  one  may  well  be  sceptical  as 
to  whether  the  War  Office  has  in  its  employ 
representatives  who  are  competent  to  give  the 
required  advice  and  assistance  to  the  Director 
of  Supplies.     It  is  hardly  to  be  expected, 
indeed,  that  anyone  permanently  employed  by 
the  Government  should  possess  th^requisite 
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ability  and  exi^erience  to  enable  him  to 
promptly  grapple  with  what  is  for  all  practical 
purposes  an  enormous  commercial  business  of 
such  rapid  growth  that  there  exists  no  trained 
staff  to  deal  with  it  upon  traditional  lines. 
Obviously,  the  only  businesslike  course  to 
pursue  under  such  circumstances  is  to  call  in 
professional  aid  from  outside,  at  no  matter 
what  cost;  for,  as  the  events  in  this  case  have 
shown,  a  very  large  sum  indeed  expended  in 
adequate  organisation  would  have  repaid  itself 
many  times  over  in  the  freedom  from  prevent- 
able losses,  which  are  stated  in  this  Report  at 
no  less  than  £'1,203,266, 

Volume  4  is  the  report  of  Messrs.  Deloitte, 
Dever,  Griffiths,  Annan  &  Co.,  of  Johannes- 
burg, on  Messrs.  Meyer,  Lim.,  which  contains 
much  interesting  information  with  regard  to 
that  company,  extending  over  upwards  of  two 
hundred  pages.  The  conclusion  arrived  at  by 
the  accountants  is  that  it  has  disclosed  trans- 
actions which  in  their  opinion  are  very 
suggestive,  and  which  require  the  strictest 
scmtiny.  They  also  comment  upon  the  non- 
production  of  documents  which  are  stated  not 
to  be  in  existence,  although  they  have  distinct 
evidence  that  accounts  were  forwarded  by  the 
agents  to  the  head  office. 

That  the  Royal  Commission  were  well 
ad\-ised  to  secure  an  exhaustive  inquiry  into  all 
the  facts  undertaken  by  independent  Char- 
tered Accountants  is,  of  course,  beyond  ques- 
tion, and  this  view  is  well  borne  out  by  a 
perusal  of  the  very  complete  reports  that  are 
now  before  us.  As  we  have  already  stated, 
had  professional  assistance  been  invoked  at  the 
proper  time  there  are  good  grounds  for  sup- 
posing that  the  irregularities  disclosed  in  the 
Rn)-aJ  Commi^ion's  Report  would  have  been 


practically  non-existent,  and  that  the  prevent- 
able losses  caused  by  those  irregularities 
would  not  have  been  sustained.  It  is,  perhaps, 
almost  too  much  to  hope  that  the  War 
Office  will  take  this  lesson  sufficiently  to 
heart  to  realise  that  in  future  its  business 
transactions  will' be  best  managed  upon  busines 
principles  by  men  who  have  had  a  business 
training;  but  unl^  this  somewhat  obvious 
proposition  be  duly  appreciated,  there  is,  so  &r 
as  we  can  see,  no  assurance  that  the  exhaustive 
inquiry  recently  concluded  by  the  Royal  Com- 
mission on  War  Stores  will  have  served  any 
permanently  useful  purpose.  Such  an  inquiry 
was  not  presumably  instituted  for  the  sole 
purpose  of  bringing  defaulters  to  punishment, 
but  rather  with  a  view  to  attaining  more  abiding 
results.  Until,  however,  it  is  realised  that  the 
military  training  per  $e  is  valueless  as  a  qualifi- 
cation for  business  positions  in  connection  with 
the  organisation  of  an  army  in  the  field,  there 
would  appear  to  be  no  guarantee  that  the  next 
serious  war  engaged  upon  by  this  country  will 
not  provide  us  with  a  repetition  of  the  scandals 
of  1903. 


Ufa  Aiinranoe   Complaint  is  made  in  the  colomni  of  a 

ud  Bnancial  contemporary  at  the  practice 

DiurimiBkUon.  cutting  tabular  rates  of  premium 
when  in  competition  for  cases  of  large  amount,  which  is 
said  to  be  carried  on  by  a  well-known  mutual  life  office. 
It  is  urged  that  to  a  mutual  society  great  expansioa  of 
business  is  valuable  only  when  obtained  at  a  moderate 
cost,  and  when  all  the  members  are  put  on  the  same 
fbotiog.  Another  argument  pat  forward  is  that  the 
manager  of  such  an  office  is  merely  the  paid  servant  of 
the  members,  and  it  is  his  duty  to  see  that  perfect 
equality  is  accorded  to  all,  the  policy  of  discriminating 
between  members  leading  to  abuses  which  have  been 
well  iUostrated  in  America.  We  prectome  that  the 
argument  of  the  hisorance  ctf^^^^^M^  tBP01®t@« 
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justified  in  lowering  rates  to  secure  bu^ess,  but  this 
practice  as  regards  mutual  offices  certainly  does  appear 
a  little  unfair. 


nu  Bzohaqiur  The  Chancellor  of  the  Exchequer  may 
•od  Death  Dutiei.  indeed  view  the  record  of  receipts  on 
account  of  death  duties  with  no  small  amount  of  satis- 
faction, seeing  that  for  the  weelc  ended  ist  September 
the  figures  exceeded,  by  more  than  ;^i6o,ooo,  the  weekly 
average  required  to  make  up  the  estimate  of 
j{'i3,2oo,ooo  for  the  whole  year.  During  the  twenty- 
two  weeks  from  ist  April  to  ist  September 
£6,694,000  was  recdved,  as  compared  with  ;f  5.908,000 
in  the  corresponding  period  of  last  yexr. 


OioMd  TheatNi  interesting  point  was  raised  at  Bow 
udBatei.  Street  last  week  when  the  Lyceum 
(1903),  Limited,  was  summoned  for  non-payment  of 
rates  due  to  the  Westminster  City  Council.  On  behalf 
of  the  trustees  for  the  first  debenture-holders,  it  was 
contended  that  they  were  not  liable  for  rates  after  the 
date  when  the  house  bad  been  closed,  as  they  were  in 
the  same  position  as  the  owners  of  an  empty  house. 
The  view  taken  by  the  Council  was  said  to  be  that 
when  seats  remained  in  a  theatre  and  it  was  ready  to 
be  let  at  any  time  there  was  beneficial  occupation.  Sir 
Albert  de  Rntzen  adjourned  the  case  for  a  fortnight  to 
consider  his  decision.  In  anotiier  similar  case  the 
summons  was  also  adjourned. 


Banks  and  Regarding  the  complaints  as  to  the 
iHvM«BdMari.  alleged  delay  in   the   payment  of 

dividends  on  Japanese  Stocks,  the  Yokohama  Specie 
Bank  is  reported  to  have  said  that  three  clear  working 
days  are  required  between  (and  other  than)  the  day  of 
receiving  the  coupons  aod  the  day  of  despatching  the 
cheque.  Saturday  is  a  dies  non  as  regards  this  particular 
portion  of  the  bank's  business,  and  therefore,  if  coupons 
arrived  at  the  bank  on  29th  August,  the  cheque  would 
not  be  sent  until  4th  September.  It  is  also  said  that  the 
Japanese  Government  are  very  strict  in  their  require- 
ments as  to  the  examination  of  the  coupons,  but  in 
any  case  a  fairly  convenient  notice  is  given  by 
advertisement  of  the  due  dates,  so  that  there  should 
be  but  little  ground  for  complaint. 


Mrt      ^  recent  American  Consulate  report 
B«Bkiii<  iB     reveals  some  interesting  facts  relative 
Ooiutaiitlnopi*.   to  banking  in  Constantinople.   We  are 
told  that  no  charges  are  made  for  the  keeping  of 
accoonts  beyond  the  usual  cheque  book  items,  and 


until  quite  lately  no  interest  was  allowed  on  balances 
of  current  accounts.  The  State  Bank  alone  enjoys  the 
privilege  of  a  note  issue,  which  is  secured  by  gold  held 
in  reserve.  Notes  are  for  22  dollars  in  valne  only,  and 
no  multiples.  Banks  are  not  taxed  for  State  and 
municipal  purposes,  and  are  under  no  oMigation  to 
publish  Balance  Sheets. 

field  Wbm  white  The  practice  of  *'  salting  "  in  connec- 
Tea  Walt.     with  mining  matters  is  not  altogether 

unknown,  but   the  following  circular,  which  the 
Engineering  and  Mining  Journal  of  New  York  states  has 
been  sent  to  a  mining  engineer,  is  peculiarly  naive : — 
Dbar  Sir, — Do  you  want  beaatifnl,  showy,  large 
gold  in  quartz,  silver,  copper,  galena,  and  other  rare 
minerals  ?   We  can  make  you  up  a  fine  collection  at  a 
reasonable  price.   It  will  help  yoa  a  great  deal  to  sell 
your  mining  stock.    It  may  be  very  true  that  you  have 
a  rich  mine,  and  yonr  ore,  in  analysing  it,  shows  a  high 
percentage  of  ore,  but  most  of  the  cajdtalists  do  not 
understand  the  ore,  only  experts  understand  your  rich 
ore.    So  we  make  the  following  suggestions  :— 

"Show  your  stock  buyers  something  showy  and 
fine,  and  you  will  have  no  trouble  in  selling  your  stock 
and  increase  your  business  successfully.  Throughout 
our  experienca  we  have  fitted  up  several  mining 
concoros.  Through  a  fine  exhllntion  of  rich  ore  Oiey 
luaed  a  lurge  capital,  and  the  result  was  that  they 
doubled  their  output,  becanse  th^  increased  their 
working  capital.  So  we  invite  you  to  our  place  of 
business,  and  we  will  show  yon  some  fine  specimens." 


•*thaOUy'i 


The  annual  finandal  statement  of  the 
Corporation  of  London,  which  has  just 
been  issued,  would  certainly  rejoice  the  heart  of  a 
district  auditor  bent  on  surcharge,  for  the  flavoor  of 
old  times  still  lingers  round  entries  of  the  following 
nature: — 


£ 
600 

25 


d 

o 
o 

o 
o 
o 


Swordbearer,  one  year's  salary 
Do.         oCBcial  costume. . 

Common  cryer  and  seijeant-at-anns, 
one  year's  salary   300  o 

Trumpeters,  attending  processions,  &c.      a6  3 

Four  aleconners,  ancient  salaries     . .      40  o 

Six  poor  couples  of  almsfolk  reuding 
in  Rogers*  Almshouses,  allowances    212  6  8 

Clothing  for  four   widows   of  St. 
Botolph,  Bisbopsgate 

City  Marshal,  uniform  and  gloves    . . 

State  coach  and  harness,  repairs,  &c. . . 

Purple  silk  robe  for  the  Right  Honour- 
able the  Lord  Mayor   17  10  o 

Crimson  velvet  royal  reception ^be 

•  Dgltlzedb-GOOSle 


5  o 
93  16 
375  7 
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The  figures  are  not  exactly  of  general  interest,  and 
there  does  not  appear  to  be  any  improvement  in  the 
setting-out  thereof,  for  most  of  the  critics  confess  as  to 
the  pozzUng  aatnre  of  the  transfers.  The  Financial 
Tinus  says  that  the  hnmble  ratepayer  "  must  still  needs 
"  sigh  for  that  model  Chamberlain  who  will  one  day 
"  present  him  with  a  Balance  Sheet  and  say, '  This  is 
"  aactly  what  yon  receive  and  what  you  spend  in  the 
"  course  of  the  year.' "  We  feel  quite  sure  that  our 
coDtemporaiy  knows  that  such  a  statement  would  not 
be  a  Balance  Sheet  at  all.  The  evil  of  calling  the 
Exchequer  Receipts  and  Payments  Account  "  the 
Nation's  Balance  Sheet"  is,  perhaps,  responsible  for 
the  error. 


MniUiie^Uton  question  raised  by  Mr.  F.  V. 
■nd  AppNBtioM.  Bradford,  in  a  letter  which  appeared 
in  oar  issue  of  the  ist  inst.,  is  one  apon  which,  so  iar  as 
we  are  aware,  there  are  no  cases,  for  the  simple  reason 
that  the  claim  of  an  apprentice  is  not  included  in  the 
Preferential  Payments  in  Bankruptcy  Act,  1S88,  as  ooe 
of  those  to  have  priority  over  alt  other  debts  in  the 
distribution  of  the  assets  of  any  company  being  wound 
up.  An  apprentice's  claim  to  preferential  treatment  is 
provided  for  by  Section  41  of  the  Bankruptcy  Act, 
1B83,  which  does  not  apply  to  companies  in  liquidation. 
Apparentiyt  therefore,  in  the  case  referred  to,  the 
apprentices  must  rank  as  unsecured  creditors  if  their 
indentures  have  been  entered  into  with  the  company. 
If,  however,  they  have  been  entered  into  with 
individuals,  they  would  presumably  not  be  affected  by 
the  winding-up  order. 


 .  w  »  t  In  our  issue  of  the  nth  ult.  a  corre- 

iMMM  Tu  bj   spondent  signing  himself  "  A.C.A." 

KiMBtm.  asked  our  opmion  as  to  the  liability  of 
executors  who  had  paid  a  large  sum  to  the  Inland 
Revenne  authorities  as  representing  the  amount  of 
inoHne-tax  lost  by  the  Revenne  during  the  previous  ten 
years,  owiog  to  the  testator  having  paid  upon  false 
returns,  it  being  mentioned  that  the  statutory  legatees 
dispute  the  payment.  It  is,  of  course,  impossible  tu 
express  any  decided  opinion  upon  facts  that  are  only 
stated  in  such  bare  outline  as  this.  We  may  point  out, 
however,  that  an  executor  is  undoubtedly  entitled  to 
make  any  payment  which  he  thinks  necessary  for  the 
honour  of  the  deceased  testator,  as,  for  instance,  of  a 
statute-barred  debt.  For  our  own  part,  we  feel  httle 
hesitation  in  saying  that  no  Court  would  hold  an 
eiecator  personally  liable  for  paying  over  to  the 


Revenue  moneys  fraudulently  withheld  by  a  testator, 
even  although  such  moneys  might  not  be  a  debt  then 
legally  recoverable  from  the  testator's  estate.  On  the 
other  hand,  the  executors  must,  of  coarse,  take  reason- 
able steps  to  satisfy  themselves  that  the  claim  of  the 
Inland  Revenue  authorities  is  correct,  and  any  pay- 
ment made  by  them  without  due  inquiry  might  reason- 
ably be  disallowed  if  subsequently  proved  to  be 
Improper. 

ParUamenUry  Jq  reply  to  our  correspondent  "  X.," 
^^iiTcifliw^  whose  letter  under  the  above  heading 
AeeaoBtt.  appeared  in  our  usue  of  the  nth  ult., 
the  statement  of  share  coital  of  a  parliamentary 
company  should  include  not  only  the  amount  of  capital 
originally  authorised,  but  also  all  subsequent  additions 
thereto.  Under  the  facts  stated,  tberetore,  the  total 
amount  authorised  should  appear  at  /!5,ooo. 


Th*  Vftlna  of  u  *°  inquiring  as  to  the  realisable  value 
loMantanoy  of  the  goodwill  of  any  business  many 
Ooodwtii.  points  have  to  be  taken  into  considera- 
tion besides  the  average  net  profits,  and  it  is  therefore 
impossible  for  us  to  give  any  very  useful  answer  to  our 
correspondent "  T.,"  whose  letter  appeared  in  our  issue 
of  the  ist  inst.  We  may  mention,  however,  that  the 
average  of  past  years'  profits  is  less  material  than  the 
amount  of  annual  profits  that  can  be  reasonably  relied 
npon  in  the  future.  In  an  accountancy  business  a 
considerable  fraction  of  the  goodwill  is  frequently  non- 
transferable owing  to  its  purely  personal  nature,  but  if 
the  vendor  remains  in  the  business,  and  is  merely  dis- 
posing of  a  share,  this  consideration  naturally  does 
not  apply,  and  under  normal  circumstances  somewhere 
about  three  years*  purchase  might  be  regarded  as  a 
fair  valuation.  Naturally,  however,  the  goodwill  would 
be  more  valuable  if  the  profits  were  relatively  large 
than  if  considerable  expenses  had  to  be  incurred  in 
earning  them.  Another  point  that  should  not  be  over- 
looked is  that  where  the  purchaser  of  a  share  in  the 
goodwill  of  a  business  brings  in  such  skill  as  may 
reasonably  be  assumed  in  connection  with  an  accoun- 
tancy practice,  he  briugs  In  a  commodity  for  which  he 
may  expect  a  certain  return  quite  irrespective  of  any 
premium  that  he  may  pay.  That  being  so,  a  half- 
share  which  only  produced  between  £200  and  £300 
per  annum  would  naturally  be  worth  very  much  less 
^0  raid  than  ooe  producing,  say,  two  or  three  times 


that  amount. 
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The  Bankraptor 


In  a  letter  which  we  reproduced  in 


kvtt  IMS,  our  issue  of  the  i8tb  ult.  a  correspon- 
■mUod  103  w.  figjjt  inquired  whether  a  judgment 
creditor  conld  claim  a  receiving  order  from  the 
Court  as  a  matter  of  right  upon  complying  with  the 
provisions  of  Section  103  (5)  of  the  Bankruptcy  Act, 
1883.  We  venture  to  think  that  a  careful  perusal  of 
the  wording  of  this  sub-section  will  answer  the  question 
without  reference  to  cases.  Section  5  of  the  Debtors' 
Act,  1869,  provided  that  the  Court  may  commit  a  debtor 
to  |ffi8on  under  certain  circumstances :  Section  103  (5) 
of  the  Bankruptcy  Act,  1883,  provides  that  the  Court 
may,  if  it  thinks  fit,  decline  to  commit,  and  in  lieu 
thereof  with  the  consent  of  the  judgment  creditor  and 
on  payment  by  him  of  the  prescribed  fee,  make  a 
receiving  order  against  the  debtor.  There  is  nothing 
here  suggesting  any  compulsion  upon  the  part  of  the 
Court  to  make  a  receiving  order  under  the  circum- 
stances  named.  It  may,  if  it  thinks  fit,  as  an  alterna- 
tive to  committing  a  debtor;  but  should  it  think  a 
receiving  order  undesirable  there  is  nothing  to  compel 
the  Court  to  make  one,  or  Indeed  any  order  at  all  It 
may  be  added  that  no  creditor  is  ever  entitled  to  a 
receiving  order  as  a  matter  of  right.  It  is  made 
on  petition,  and  only  where  the  Court  thinks  fit 
There  are  numerous  records  of  cases  in  which  a 
petitioning  creditor  has  been  refused  a  receiving 
order,  notwithstanding  the  fact  that  an  act  of  bank- 
ruptcy has  been  committed  and  there  is  a  debt  due  to 
the  petitioning  creditor  exceeding  fifty  pounds. 


RtaniNmuu  of  '^^^  qocstion  as  to  the  sufficiency  of 
BtMk  izeiuintfe  summarised  Balance  Sheets  being 
tor  OnotattoM.  issued  by  a  company  again  comes  to 
the  front  U3  a  letter  sgned  "  Omega,"  which  appeared. 
In  our  Issue  of  the  35th  ult.,  and  our  correspondent 
asks  our  opinion  as  to  the  responsibility  of  the  auditor 
for  such  summary,  and  as  to  whether  It  is  the  sum- 
marised Balance  Sheet  or  the  full  Balance  Sheet  that 
is  adopted  by  a  company  at  its  general  meeting.  So  far 
as  the  rotations  of  the  Stock  Exchange  are  concerned, 
these  are  laid  down  by  the  C(»nmittee  as  conditions 
upon  which  an  official  quotation  will  be  granted ;  but,  so 
Car  as  we  know,  if  the  Committee  grants  a  quotation 
under  the  mistaken  impresrion  that  its  requirements 
have  been  complied  with,  no  one  incurs  any  liability, 
unless,  of  coarse,  their  action  brings  them  within  the 
scope  of  the  criminal  law.  The  responsibility  of 
dlreotors  and  other  officers  of  a  company  are  defined 
by  the  Companies  Acts,  and  by  the  articles  of  associa- 


tion of  the  particular  company  concerned.  Section  23 
of  the  Companies  Act,  1900,  requires  the  auditor  to 
report  to  the  shareholders  on  the  accounts  examined 
by  him  and  on  every  Balance  Sheet  hud  before  the 
company  in  general  meeting  during  his  tenure  of 
office.  In  the  ordinary  course  of  events,  the  Balance 
Sheet  laid  before  the  company  hi  general  meeting  is 
the  printed  or  summarised  Balance  Sheet ;  bat,  of 
course,  if  a  fuller  Balance  Sheet  be  submitted,  the 
auditor's  report  would  have  to  be  upon  that.  In  any 
event,  however,  we  think  It  clearly  dedrable  that  an 
auditor  should  satisfy  himself  as  to  the  correctness  ot 
the  Balance  Sheet  actually  printed  with  his  name 
appended  thereto. 


OffleUl  Andlton 
and  Limited 
QwtlftoatM. 


Upon  p.  133  of  our  issue  of  the  4th  ult. 
a  correspondent  drew  attention  to  the 
foct  that  the  District  Auditor,  in  certi- 
fying the  accounts  of  the  Metropolitan  Boroi^h  of 
Holborn,  had  stated  that  he  had  *'  as  far  as  possible" 
satisfied  himself  of  the  correctness,  completeness,  and 
legality  of  the  entries  contained  therein.    One  can 
quite  understand  that  after  previous  disclosures  Mr. 
A.  Carson  jloberts  may  well  wish  to  avoid  overstating 
the  effect  of  his  audit,  but  it  may  be  questioned 
whether  the  introduction  of  the  qualifying  words  *'  as 
far  as  possible"  is  necessary,  or  indeed  of  any  practical 
value.   In  the  form  In  which  the  accounts  of  these 
local  authorities  are  kept  there  is  but  little  scope  for 
matters  of  opinion,  and  therefore  nothing  to  interfere 
with  an  absolute  certification  as  a  statement  of  fact, 
provided  a  really  efficient  audit  has  been  performed ; 
but,  of  course,  if  only  a  partial  audit  is  undertaken, 
something  must  of  neces^ty  be  taken  for  granted,  and. 
in  that  event,  the  qualification  "  as  far  as  possible  " 
would  become  intelligible.  With  regard  to  its  practical 
value,  so  far  as  we  are  aware,  District  Auditors  incur 
no  personal  liability,  and,  in  consequence,  it  would 
appear  to  be  quite  immaterial  as  to  what  form  of 
wording  be  employed  so  far  as  the  question  of  holding 
the  auditor  responsible  for  the  truth  of  his  certificate 
is  concerned.    But  if  the  words  were  employed  by 
anyone  other  than  an  official — who  would,  of  coarse, 
be  legally  responsible  for  his  acts  and  defaults — th^ 
would,  we  think,  he  valueless  as  a  qualificatioB. 
The  investigation  that  an  auditor  is  expected  to  make 
is  in  all  cases  limited  to  that  which  a  reasonably 
competent  and  cautious  person  would  perform  under 
the  circumstances — a  limitation  which  carries  one  even 
further  than  "as  far  ft^if^^^^^l^^l^catlon 
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is  thus,  it  appears  to  us,  from  every  pfdnt  of  view 
unnecessary,  and  is,  we  think,  calculated  to  have  a 
needlessly  distarbing  effect  upon  those  who  may  have 
occadoD  to  peruse  the  auditor's  certlfioate. 


CorceBpon^ence  an6  £nauirteB. 

All  communications  to  the  Editor  should  be 
by  letter  only. 

IWe  are  at  aJI  times  ready  to  insert  correspondenet  on 
wutffers  of  interest  to  ike  Profession,  but  we  do  not  of  course 
hold  omrselvts  in  any  way  usfonsiHe  for  the  ofinions 
expressed  by  our  correspondents.  Correspondence  intended 
jor  cmrreni  issue  must  reach  us  at  the  latest  by  Wednesday 
aftemfien ;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  neeesiarity  for 
Publiemtiam,  hit  at  a  gmarantet  of  good  faith.'] 

Allotment  Letters. 

{To  the  Editor  of  The  Accountant.) 
Sir, — Can  any  of  your  readers  who  are  secretaries 
to  companies  inform  me  whether  it  is  absolutely 
necessary  to  send  allotment  letters  in  the  case  of 
shares  paid  for  in  full  on  application,  and  where  certi- 
ficate of  the  shares  is  issued  on  allotment  ?  A  case  in 
point  has  come  under  my  notice  where  a  company 
sends  out  allotment  letters,  each  bearing  the  6d. 
impressed  stamp,  on  the  night  of  each  board  meeting ; 
the  shares  having  all  been  paid  in  full  with  the  appli- 
cation form,  the  allotment  letters  are  returned  to  the 
office  the  next  day  by  the  shareholders,  they  are  then 
carefully  filed  away  in  order— never  to  see  daylight 
again.  The  same  result  would  have  been  attained  if 
the  company  had  filled  up  the  allotment  letters  and 
filed  them  away  without  passing  them  through  the  post 
to  the  shareholders  at  all. 

What  are  the  consequences  If  an  allotment  letter  is 
not  sent  ? 

Yonrs  faithfully, 
September  6th  1906.  V.  C. 

[If  an  applU:atlon  for  shares  Is  not  unconditionally 
accepted,  it  may  be  withdrawn :  the  allotment  letter 
coostitates  formal  notice  of  acceptance. — £d.  Acct.] 

Capital  V.  Revenue. 

{To  tht  Editor  of  The  Aeeomntant.) 

SiK, — We  shall  be  glad  to  have  your  opinion  on  the 
foQowiog  points:— 

A  client  of  ours,  who  is  a  manufocturer,  had 
occasion  to  extend  bis  mill.  To  enable  him  to  do  this 
it  was  necessary  to  poll  down  and  rebuild  a  wall. 


This  wall  oiiginaily  formed  the  outside  of  one  end  of 

his  mill,  but,  through  the  extension,  now  becomes  the 
inner  wall,  and  has  had  to  be  built  stronger  than 
before. 

Should  the  cost  of  pulling  down  this  wall  be  charged 
to  Capital  Account,  along  with  the  cost  of  rebuilding 
same,  or  is  it,  in  your  opinion,  chargeable  against  the 
trading  profit  ? 

Our  inquiry  is  in  connection  with  our  client's 
income-tax. 

We  should  be  glad  to  have  your  opinion  through  the 
medium  of  your  valuable  paper. 
Thanking  yon  in  anticipation. 

We  are,  yours  faithfully, 
September  7th  1906.  ENQUIRER. 

[The  expenditure  all  appears  to  represent  sums 
expended  in  improvement  of  premises,  in  which  event 
it  is  not  allowed  as  a  deduction  from  profits  assessable 
for  income-tax.— Ed.  Acct.] 


Income  Tax  Appeal. 

(To  the  Editor  of  The  Accountant.) 

Sir, — I  shall  be  obliged  if  you  would  kindly  give  me 
an  answer  to  the  following  question : — 

A.  B.  has  a  large  wine  and  spirit  business,  and  has 
been  assessed  for  1905-6,  Schedule  D,  on  the  three 
years'  average,  at  £1,000,  An  appeal  is  lodged  under 
Section  133,  and  the  average,  including  the  year  ending 
December  1905  (which  shows  a  very  considerable  loss), 
then  works  out  at  a  loss  of  £y>o. 

A.  B.  is  the  owner  of  the  property  in  which  the  bun- 
ness  is  carried  on,  and  has  paid  Schedule  A  tax  on  an 
assessment  of  £900. 

Can  a  claim  for  the  return  of  tax  paid  be  made  both 
in  respect  of  Schedule  A  £10^  and  also  on  Schedule  D 

Would  the  answer  be  in  any  way  altered  if  A.  B> 

were  a  limited  company  ? 

A.  B.  has  no  income  from  any  other  source. 

Yours  fiEiithfully, 
September  7th  1906.  C.  D. 

[See  Murray  &  Carter's  "  Guide  to  Income-tax 
Practice,"  p.  laa,  third  edition.— Ed.  Acct.] 


Company  Law  Amendment. 

(To  the  Editor  of  The  Accountant.) 

Sir, — May  I  be  permitted  to  make  one  or  two 

observatums  on  the  subject  of  the  first  paragraph  in 

your  leading  article  (pp.  353  and  254)^of  tbe^tirrent 
igg^g.  Digitized  by  VjOOgrC 
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With  regard  to  the  anomalous  position  of  creditors 
of  a  company  when  a  receiver  has  been  appointed  on 
behalf  of  debenture-holders,  it  is  suggested  that  notice 
of  the  appointment  should  be  given  to  the  Registrar  of 
Joint  Stocic  Companies  and  that  the  receiver  should 
file  with  the  Registrar  an  abstract  of  receipts  and  pay- 
ments for  each  half-year  during  the  receivership.  Yon 
find  no  fault  with  the  suggestion,  but  proceed  to  express 
the  opinion  that  the  receiver  should  not  be  required  to 
file  this  statement  until  it  has  been  passed  by  the  Court. 
Yon  also  state  that  it  is  not  the  practice  of  the  Court  to 
pass  receivers'  accounts  more  frequently  than  once  a 
year.  With  this  latter  statement  I  should  like  to  say. 
for  the  guidance  of  those  who  have  not  had  the  experi- 
ence, that  a  receiver  appointed  by  the  High  Court  is 
usually  required  to  bring  in  his  accounts  every  half- 
year.  In  the  case  of  a  recdver  appointed  under  a 
lunacy  order  there  appears  to  be  a  relaxation  of  this 
principle,  and  once  a  year  is  sometimes  the  period 
ordered. 

Will  you  allow  me  to  present  an  opioion  that  a  mere 
abstract  of  receipts  and  payments  would  not  assist  the 
liquidator  to  any  great  extent,  and  I  would  rather 
favour  the  view  of  a  complete  copy  of  the  account  being 
taken  in  by  the  receiver  with  his  Court  account  The 
affidavit  would  then  state  that  the  copy  is  a  tme  one, 
and  it  would  be  marked  as  an  exhibit  and  signed  by  the 
attesting  Commissioner.  The  copy  might  bear  a  stamp 
fee  of  IS.  to  pay  for  the  trouble  of  the  Court  handing 
the  copy  to  the  Registrar  of  Joint  Stock  Companies, 
which  should  be  done  within  seven  days  of  the  account 
being  passed.  Ooe  might  go  further  and  say  that  a 
further  copy  should  be  sent  to  the  liquidator,  who 
possibly  might  not  be  in  funds  to  pay  for  it.  But  I 
thick  it  should  be  enacted  that  the  receiver  should  be 
at  liberty  to  charge  for  the  copy  or  copies  in  his  account 
at  the  usual  rate.  If  this  plan  is  adopted  it  will  have  a 
very  far-reaching  effect,  and  so  long  as  Chartered 
Accountants  are  prompt  in  taking  in  their  accounts  it 
can  only  raise  their  reputation  before  the  Judges. 

Yours,  &c., 

PAUL  E.  GAUNTLETT. 
London,  loth  Septtmber  1906. 

[Formerly  receivers  appointed  by  the  Court  were 
required  to  deliver  their  accounts  annually ;  under  the 
present  practice  the  Judge  may,  at  his  discretion,  fix  a 
longer  or  shorter  period  for  a  receiver  to  leave  and 
his  accounts.— Ed.  Aeet.] 


The  Percentage  Question  Again. 

{Te  the  Editor  of  Tke  Aeeountant.) 

Sir,— Would  you  kindly  tell  me,  through  your  widely 
circulated  journal,  what  percentage  I  get  if  I  buy  an 
article  for  is.  and  sell  it  for  ss.  ? 

I  shall  be  much  obl^;ed  if  jron  will  say  in  your  next 
issue. 

I  rem^n,  yours  respectfully, 
8/A  September  1906.  S.  T. 

F.S. — The  interest  on  my  turnover  7 
[50  per  cent,  on  the  turnover,  or  100  per  cent  on  the 
cost. — Ed.  Acct.] 


Income  Tax. 

(To  tMo  Editor  of  Tke  Aeeomntaii.} 
Sir,— I  should  be  glad  if  any  of  your  readers  could 
kindly  inform  me  if  any  case  on  the  above  subject  has 
been  decided  similar  to  the  following  ^-A  manager  of  a 
hotel,  in  addition  to  a  salary  of  £1^0,  receives  his  bed 
and  board  free  of  cost.  Obviously  his  ke^  is  worth 
more  than  £y3  a  year  to  him.  Is  he  liable  to  pay 
income-tax  ? 

Yours  &c., 

lotk  StpUmber  igo6.  LAW  OF  EQUITY. 


Stock  Exchange  Reform. 
[To  tke  Editor  of  Tke  Aeeoimtaiit.) 
Sir,— I  venture  to  solicit  the  influence  of  yourself 

and  readers  on  behalf  of  Stock  Exchange  reform.  It 
is  not  amendments  to  the  Companies  Acts  that  are 
wanted  for  the  protection  of  the  public,  so  much  as 
I  reform  in  Stock  Exchange  procedure. 

It  is  on  the  Stock  Exchange  where  the  harm  is  done, 
and  the  public  require  protection  against  unscrupulous 
promoters  riding  through  the  rules  of  the  "  house  "  to 
comer  or  rig  their  shares. 
The  privilege  of  running  stocks  or  shares  on  the  Stock 
I  Exchange  is  for  the  benefit  of  the  public  and  not 
,  individuals.   It  would  therefore,  in  my  humble  opioion, 
be  for  the  benefit  of  all  concerned  if  the  Government, 
through  the  Board  of  Trade,  had  some  control  over 
the  Stock  Exchange  Committee,  in  order  to  see  that 
the  rules  of  the  "  house  "  are  complied  with,  and  that 
the  game  is  being  played  fair  between  the  promoters 
and  the  public. 

It  is  notorious  that  the  system  of  lying  and  extortion 
practised  by  many  promoters  is  undermining  the  morals 
of  the  commercial  community  and  making  us  a  nation 
of  hypocrites. 

The  appointment  of  a  Stock  Exchange  Reform  Com- 
mittee would,  I  believe,  do  much  for  commercial 
morality,  and  to  some  eS^^f  ^tigale  the  ev^f  Stock 
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Exchange  gambling  and  robbery  by  the  ccwneruig  or 
riffiiog  of  shares. 

I  would  submit  the  following  snggestions  for  the 
consideration  of  such  a  Committee,  namely : — 

(1)  The  appointment  of  a  Government  Auditor,  who 
sboold  be  an  experimced  accountant,  to  audit  all  the 
books  and  documents  required  by  the  Committee  of  the 
Stock  Exchange  liefore  granting  an  official  quotation 
for  the  shares  of  any  company. 

(2)  That  no  official  quotation  be  granted  without  the 
auditor's  certificate  certifying  that  the  public  uncon- 
ditionally  hold  two-thirds  of  the  shares,  and  that  the 
ndes  of  the  **  house  "  have  been  complied  with. 

(3)  AD  transfers  to  be  made  for  full  conrideration, 
and  nominal  consideration  prohibited. 

Yours  truly, 

lofi  Se^Umber  igo6.  DONALD. 

[\Ve  do  not  altogether  agree  with  our  correspondent 
apon  details,  but  we  shall  be  glad  to  see  this  subject 
foitfaer  discussed. — Ed.  Acd^ 

A  Booldueplag  Question. 

(To  the  Editor  of  The  Aecountant.) 

Sia,— With  reference  to  the  letter  of  your  correspon- 
dent **  Weary,"  appearing  in  last  Saturday's  issue,  his 
entries,  in  my  opinfon,  would  be  correct ;  the  sale  to 
Smithson  &  Co.  for  ;C30o  was  a  complete  and  legitimate 
transaction,  and  the  entries  debiting  Smithsoo  &  Co. 
and  crediting  Sales  would  be  quite  in  order. 

When  the  oil  was  offered  back  to  Johnson  &  Co.  for 
£357  th^  probaUy  accepted  the  offer  because  they 
thought  th^  would  be  able  to  nudce  a  still  farther 
profit  as  the  market  was  rising;  this  would  be  a 
complete  and  legitimate  purchase,  and  the  entries 
debiting  Purchases  Account  and  crediting  Smithson  & 
Co.  would  be  in  order,  although  it  would  probably  be 
better  to  debit  the  repurchase  to  a  special  account  in 
order  to  show  the  profit  or  loss  arising  from  the 
transaction. 

Yours  faithfully, 
ii^A  S^tmber  1906.  C.  H.  B. 

Book  on  Ratintr. 

(ZV  tJU  Editor  of  Tkt  AceotmtaM.) 

Sib, — Can  you  or  any  of  your  readers  recommend 
DM  a  good  fext-book  on  the  rating  of  small  house  pro- 
perty outside  the  metropolis  ? 

Thanking  you  in  anticipation, 

I  am,  yours  faithfully, 

lott  S^ftoniff' igo6.  MIDLANDS. 

''*'  Penfold  on  Rating  "  is  probably  the  best  book  for 
our  coirespondent :  see,  however.  Accountant,  XVII., 
^  547 ;  XVIIL,  p.  548.— Ed.  Aut.] 


Stocftbroftfnd  in  3nMa,— IL 


Calcutta.— The  European  Broker. 


By  Geokge  Cecil. 


Like  the  native  twsker,  the  European  broker  domiciled 
in  the  *Ci^  of  Palaces'*  finds  it  necessaiy  to  treat  his 

clients  as  Mahomet  did  the  mountain.  He  may  possess 
an  office,  and  from  it  communicate  with  his  eiuHtiU  by 
means  of  the  tel^raph,  telephone,  or  the  equivalent  for  the 
penny  post;  but  more  often  the  Calcutta  broker  is  a 
perambulating  person,  and  spends  his  days  in  visiting 
those  for  whom  he  buys  and  sells  shares.  It  should  also 
be  borne  in  mind  that  his  brokerage  amounts  to  one 
rupee  (one  shilling  and  fbnrpence)  a  shan;  that  although 
his  ctmfrifts  are  exceedingly  numerous,  many  a  ''broker- 
sahib  "  eventually  retires  on  an  appreciable  income,  which 
is  derived  from  a  judicious  iavestmeat  of  his  savings. 

Although  on  the  Paris  Bourse,  in  Wall  Street,  and  in 
the  City  stock  rises  and  falls  in  fractional  degrees,  in 
India  the  market  flnctiiates  a  rupee  at  a  time,  occasionally 
rising  or  descending  to  the  extent  of  four  annas  (fourpence). 
Calculation  is  thus  made  exceedingly  easy  for  the 
European  brokers  of  Calcutta,  who,  in  common  with  their 
fellow  Anglo-Indian  brethren,  are  not  invariably  over- 
i  burdened  with  intelligence.  Still,  they  are  fairly  keen  on 
I  securing  business,  though  it  is  on  record  that  an 
abnormally  long  "luncheon  hour"  has  prevented  mote 
than  one  broker  from  gaining  a  commission.  The  con- 
tinued imbibing  of  whisky-and-soda  at  the  mid-day  meal 
has  also  seriously  interfered  with  the  successful  career  of 
the  Calcutta  broker.  Indeed,  not  long  ago,  an  inebriated 
Caledonian  sharebroker  entered  the  office  of  a  Christian 
client  whilst  under  the  influence  of  various  liquid 
mixtures,  and  sold  his  patron  a  quanti^  of  stock  at  a  rupee 
a  share  above  the  market  price.  His  downfall  was 
quickly  effected,  and  he  eventually  became  a  standard- 
bearer  in  the  local  regiment  of  the  Salvation  Army. 

In  addition  to  the  stockbrokers,  there  are  also  jute  and 
tea  brokers,  both  of  whom  amass  snug  comfietencies,  pro- 
vided that  they  work  and  do  not  trifle  away  their  time,  as, 
alas !  some  of  the  fraternity  do.  Those  who  spend  their 
days  in  scheming  to  obtain  the  entrie  to  the  Viceregal 
circle,  and  their  nights  in  cultivating  those  who  are 
socially  blest,  will  find  the  rupees  slipping  from  them.  But 
the  hardworking  broker,  be  his  line  produce  or  shares, 
usually  does  well,  especially  if  he  is  fortunate  in  the  selec- 
tions which  he  places  at  the  disposal  of  his  clients ;  for 
not  only  does  an  appreciably  large  amount  of  stock 
change  hands  every  week,  but  the  native  is  also  becoming 
an  operator,  though  by  somewhat  slow  degrees.  More- 
over, in  spite  of  the  Aryan  broker  existing  in  bis  hn^reds, 
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he  is  not  invariably  a  tmstwoithy  person.  As  an  instance, 
it  may  be  observed  that  should  he  number  amongst  his 
clients  a  verdant  plunger  he  will  palm  off  on  him  poor 
stocks  and  will  exact  brokerage  at  the  rate  of  a  rupee  a 
abate,  though  the  maximum  he  is  supposed  to  charge  is 
four  annas  (fourpence).  Consequently  the  plum-coloured 
brother  of  the  pencil  and  note-book  is  at  times  in  some- 
what  bad  odour,  and  is  shunned  by  the  plunging  element. 
The  white  man  is  the  gainer ;  for  the  latter's  brokerage  is 
fixtdaX  a  rupee,  and,  whatever  may  be  his  personal  desires, 
he  knows  it  would  not  pay  him  to  "sell "  his  clients.  And 
therein  lies  the  difference  between  the  Koglish  and  native 
broker :  the  former  thinks  of  the  future,  the  latter  merely 
of  the  moment. 

The  Calcutta  share  market  deals  with  an  exceedingly 
varied  selection  of  stocks.  Jute  and  cotton,  as  well  as 
paper  mill  shares,  engage  the  investor's  attention,  whilst 
Indian  colliery  companies,  and  the  Darjheeling,  Duars, 
and  Assam  tea  garden  shares  are  continually  in  his  mind. 
The  cotton  and  jute  press  shares  are  constantly  in  demand, 
and  the  local  railway  stocks  have  their  supporters.  Some 
years  ago  Indian  gold  mine  shares  were  in  considerable 
request;  nowadays  the  mere  mention  of  them  provokes 
ribald  and  unseemly  mirth. 

From  April  till  December  the  Calcutta  climate  is  some- 
what similar  to  that  which,  according  to  the  clergy, 
appertains  to  the  future  state  of  those  who  enjoy  them- 
selves whilst  inhabiting  this  mundane  sphere.  Conse- 
quently the  Anglo-Indian  broker— for  eight  months  in  the 
year — ^wears  the  thinnest  possible  garments,  and  divests 
himself  of  his  waistcoat — a  wise  precaution.  But  in  spite 
ot  this  concession  to  comfort,  he  is  always  in  a  lament- 
able state  of  perspiration,  and,  until  the  "cold  weather  " 
is  well  under  way,  loses  fiesh  daily.  Indeed,  so 
eminently  detestable  is  the  heat  that  many  a  man  of 
finance  on  leaving  Calcutta  would  not  be  tempted  by 
untold  gold  to  return. 


Capital  accounts* 


By  G.  F.  HoLLiKS,  F.I.A.N.Z. 


A  PAPEK  read  before  members  of  the  Wellington 
Accountant  Students'  Society. 


Ur.  Chairman  and  gentlemen,  the  subject  upon  which 
I  have  undertaken  to  make  a  few  remarks  is  that  of  Capital 
Accounts.  As  the  object  of  this  Society  is  the  considera- 
tion of  the  subjects  comprised  in  the  examination  of  the 
Incorporated  Institute  of  Accountants  of  New  Zealand,  I 
propose  to  discuss  as  far  as  practicable  the  treatment  of 
\  as  required  by  probable  and  possible  examination 


questions.  In  his  presidential  address  our  esteemed  Presi- 
dent dealt  fully  with  the  different  branches  of  accounting, 
and  I  would  now  like  to  direct  your  attention  to  t^e  actual 
form  of  the  entries  and  Ledger  Accounts  representing  the 
capital  of  the  various  classes  of  undertaking,  considering 
them  in  the  following  order :  — 

(i)  Individuals  or  Sole  Traders. 

{»)  Partnerships. 

(3)  Companies. 

(4)  Trusts. 

We  must  first  consider  what  is  meant  by  the  term 
"capital."  For  the  first  class,  the  sole  traders,  the  defini- 
tion that  'capital  is  the  excess  of  assets  over  liabilities  " 
will  suffice,  leaving  the  more  abstruse  points  for  later 
consideration. 

Now,  in  opening  the  books  of  an  individual  about  to 
commence  business  we  have  one  of  the  very  simplest 
operations  on  the  Capital  Account.  Obviously  all  that  is 
necessaiy  is  to  schedule  the  assets  with  which  the  indi- 
vidual is  starting,  and  make  a  Journal  entry  debiting  the 
various  assets  and  crediting  the  total  to  Capital  Account, 
there  being,  let  us  suppose,  no  liabilities.  The  Journal 
entries  might  be  put  in  this  form : — 

Cash  Dr.  /500 

Premises   750 

Goods  400 

To  Capital  Account        . .     Cr.  /1.650 
If  there  were  liabilities,  say.  Sundry  CieditorSf  £300, 
a  further  Journal  entry  would  be  required — 

Capital  Dr.  £300 

To  Sundry  Creditors      . .       . .  £300 
Or  tbe  whole  might  be  combined  in  one  compound  entry, 
thus — 

Cash  Dr,  £500 

Premises    750 

Goods   400 

To  Sundry  Creditors      . .     Cr.  £3°^ 
„  Capital  Account       . .  1.350 
The  resulting  Capital  Account  in  the  Ledger  in  the  first 
case  would  be  credited  with  Sundries,  ;^i,65o,  and  debited 
with  £3°°t  *^  second  credited  with  the  difference 

only,  ;Ci,3So- 

After  the  business  had  been  carried  on  for,  say,  twelve 
months,  the  accounts  necessary  to  form  the  Trading 
Account  would  be  collected,  likewise  those  necessary  to  the 
Profit  and  Lon  Account,  the  balance  of  the  latter  account 
being  the  net  profit  or  loss  for  the  jwx,  being  then  trans- 
ferred to  Capital  Account :  if ,  as  we  will  suppose  in  this 
case,  a  profit,  it  will  go  on  the  credit  side.  The  total 
withdrawals  for  the  year  having  been  transferred  to  the 
debit  of  Capital  Account,  the  balance  will  be  found  to  be 
just  the  amount  necessaiy  to  complete  the  Balasce  Sheet. 

The  method  of  dealinf  i^tieAtqr  liiGr4aWjt^Mfease  of 
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ca[Mtal  owing  to  raalisatioQ  will  be  dealt  with  under  Part  a 
fFartaerahip}^  as  the  principles  are  the  same  in  each  case. 

ParlHerskip, 

la  opening  the  accounts  for  a  partnership,  ve  proceed 
on  much  the  same  lines.  Each  of  the  partners  would  be 
credited  with  the  total  of  the  assets  he  brings  in  at  the 
value  agreed  on  between  them  ;  the  appropriate  accounts 
being  debited  for  the  particular  assets.  Wliere,  however, 
the  assets  brought  in  are  already  the  joint  property  of  two 
01  more  partners,  the  simplest  way  is  to  debit  the  accounts 
representing  assets,  and  credit  the  partners  with  the 
amounts  respectively  belonging  to  them,  something  ia  the 
following  form :  — 

5tock-in-Trade  . .     Dr.  /3,5oo 


Book  Debts  . .       . .       , ,       . ,  2,000 

Bills  Receivable   500 

To  A  Capital  Account  . .     Cr.  ;f3<ooo 

„  B      „    2,000 

C      „    1,000 


This  would  be  necessary,  for  instance,  in  the  case  of  the 
amalgamation  of  two  or  more  firms,  a  separate  entry 
being  made  for  each  set  ol  partners  coming  in. 

The  Profit  and  Loss  Account  of  a  partnership  will  not 
materially  differ  from  that  of  a  sole  trader,  excepting  where 
the  Ca|»tal  Accounts  are  affected.  You  are  all  doubtless 
awaze  that  partnership  is  legally  defined  as  "The  relation 
'subsisting  between  persons  carrying  on  business  in 
'common  with  a  view  to  profit."  The  idea  of  profit  is  the 
fuadamental  idea,  and  partnership  being  a  matter  of 
■gzeemeni,  after  the  profit  (or  loss,  as  the  case  may  be) 
has  been  ascertained  by  the  collection  of  the  Nominal 
Accounts  into  the  ordinary  Profit  and  Loss  Account,  it 
becomes  necessary  to  apportion  the  result  among  the 
paitners.  Where  the  partnership  agreement  is  stated  in 
definite  terms  this  would  usually  be  a  simple  matter.  But 
care  must  be  taken  on  certain  points  where  the  agreement 
is  not  stated.  If  interest  is  to  be  allowed  on  capital,  debit 
Profit  and  Ix>ss  and  credit  each  partner's  Capital  Account 
with  the  amount  due.  If  no  agreement,  remember  that  the 
fartnersfaip  Act  fcvbids  interest  on  capital  unless  agreed 
upon.  Then  transfer  the  net  result  to  the  respective 
Capital  Accounts  in  the  agreed  proportions.  If  there  is  no 
agreement  respecting  profits,  remember  that  they  are 
ihaied  equally ;  if  no  agreement  respecting  losses,  they  are 
borne  by  the  partners  in  the  proportion  in  which  they 
vcre  to  share  profits.  Any  partner  making  an  advance  to 
the  firm  beyond  his  capital  is  entitled  to  interest  at  5  per 
nut.  thereon  before  ascertaining  the  net  profit.  In  such  a 
case  debit  Profit  and  Loss  and  credit  the  partner. 

Each  partner's  account  having  been  credited  with  the 
Aieiest  and  net  profit,  the  amount  drawn  in  anticipation 
oi  po&t  should  be  transferred  to  the  debit  and  the  balance 
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brought  down  for  the  next  period.  A  typical  Capital 
Account  is  somewhat  as  follows: — 


igoo                                £      1900  £ 

Dee.  31  To  Drawings  and             Jan.    i  Bjr  Cash            ..  1,000 

Interest     . .      330    Dec.  31  •  Interest. .  30 

•    ■    Balance      . .    i  ,070  '         .  .  Net  Profit     . .  aju 

£1,300  £1.300 


It  is  better,  in  my  opinion,  to  credit  the  profit  direct  to 
Capital  and  transfer  the  total  Drawings  Account  also, 
rather  than  to  credit  the  profits  to  Drawings  Account  and 
only  transfer  the  balance  of  the  latter  account  to  Capital, 
for  the  reason  that  any  dispute  respecting  Partnership 
Accounts  would  most  probably  centre  on  the  question  of 
Capital,  and  therefore  if  each  partner  is  credited  in  bis 
account  with  his  interest  and  profit,  and  charged  with  his 
cash  withdrawals,  the  movements  of  capital  may  be 
readily  seen. 

Goodwill. 

If  a  trader  takes  another  into  partnership,  the  latter  con- 
tributing towards  the  goodwill,  the  estimated  value  of 
goodwill  should  be  debited  to  Goodwill  Account  and 
credited  to  the  original  partner.  The  cash  then  paid  in 
by  the  new  partner  would  be  credited  direct  to  his  Capital 
Account.  If  it  is  not  desired  to  have  a  Goodwill  Account 
the  proportion  of  cash  which  is  contributed  by  the  new 
partner  on  account  of  goodwill  would  be  credited  direct 
to  the  old  partner's  Capital  Account.  If  on  a  dissolu- 
tion a  retiring  partner  is  to  be  paid  for  goodwill,  debit 
Goodwill  Account  and  credit  the  retiring  partner  with  the 
amount,  but  if  it  is  so  desired  the  amount  may  be  chafed 
to  the  remaining  partners  in  the  agreed  proportions 
without  setting  up  a  Goodwill  Account. 

Realitation. 

In  cases  of  dissolution,  where  the  assets  are  to  be 
realised  in  order  to  pay  out  the  partners,  the  following 
procedure  will  be  found  to  meet  the  usual  requirements. 
Transfer  the  book  value  of  the  assets  to  the  debit  of  a 
Realisation  Account,  and  the  liabilities  to  the  credit  of 
the  same  account,  thus  closing  all  the  accounts  showing 
assets  or  liabilities.  Then  from  the  Cash  Book  credit  the 
Realisation  Account  with  the  actual  proceeds  of  realisa- 
tion, and  debit  it  with  the  actual  amounts  paid  in  discharge 
of  liabilities.  When  the  winding-up  is  complete,  the 
balance  of  the  Realisation  Account  will  be  the  profit  or 
loss  on  realisation,  and  should  be  transferred  to  the 
Capital  Accounts  in  the  proportion  in  which  the  partners 
share  profits  or  losses.  I'he  assets  of  a  partnership  are  to 
be  applied  in  the  following  order : — 

(i)  In  paying  creditors. 

(a)  In  paying  rateably  partners'  loans  in  advance  of 

capital. 

(3)  In  paying  capital  rateably  between  the  partners. 
(4}  Any  surplus  to  be  divided  as  profits  are  div^ble; 
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By  allocating  th«  profit  or  loss  before  dividing  the  capital 
Clauses  3  and  4  are  merged,  and  if  yon  work  out  one  or 
two  examples  of  realisation  in  this  way  you  will  find  that 
where  there  has  been  a  profit  the  resulting  balance  in  the 
Cash  Account  is  exactly  sufficient  to  pay  out  the  loans  and 
capital.  Where  there  has  been  only  a  small  loss  the  result 
will  probably  be  the  same,  but  if  the  loss  has  been  heavy 
it  may  be  found  that  one  or  more  partners'  Capital 
Accounts  are  in  debit.  In  such  a  case  the  partner,  if  he 
has  no  Loan  Account,  will  be  required  to  pay  in  the 
amount  to  his  debit,  in  order  that  the  others  may  receive 
the  amounts  th^  are  still  in  credit,  but  if  he  had  advanced 
money  beyond  his  capital  the  loss  of  capital  can  be 
deducted  when  the  loan  is  repaid.  In  other  words,  the 
debit  balance  of  the  Capital  Account  can  be  transferred  to 
the  Loan  Account  and  the  net  balance  paid  out. 

In  the  event  of  the  death  of  a  partner  the  amount  of 
capital  to  his  credit  in  the  partnership  books  will  be  pay- 
able to  his  representatives,  plus  his  share  of  profit  for  the 
broken  period,  and  also  his  share  of  the  goodwill,  if  not 
previously  taken  into  account. 

In  bankruptcy,  the  adjudication  of  the  firm  operates  as 
adjudication  of  each  partner's  estate.  On  realisation  if  a 
surplus  results  in  a  separate  estate  it  is  transferred  to  the 
joint  estate  [if  required),  and  if  there  is  a  surplus  in  the 
joint  estate  it  is  transferred  to  the  separate  estates  in  the 
proportion  in  which  the  partners  were  entitled  to  par- 
ticipate in  the  joint  estate. 

Companiis. 

We  come  now  to  the  third  division  of  our  subject,  that  of 
Con^anies,  and  it  is  certainly  more  difficult  than  the  two 
preceding  sections,  as  the  operations  of  companies  with 
respect  to  tbeir  capital  are  more  restricted  by  law  than  is 
the  case  with  sole  traders  or  partners.  It  will  here  be 
useful  to  recall  some  ot  the  chief  differences  between  part- 
nerships and  companies.  While  a  public  company  is  an 
enlarged  form  of  partnership,  they  differ  materially. 
Partnership  is  founded  on  agreement,  every  partner  in  the 
absence  of  special  limitations  having  the  right  to  take  part 
in  the  conduct  of  the  business  and  to  inspect  the  books. 
No  new  partner  may  be  admitted  without  the  nnanimous 
consent  of  all  partners,  and  each  partner  is  an  agent  for 
all  the  others  in  matters  of  the  partnership  business.  But 
in  a  joint-stock  company,  agreement  is  not  necessarily  a 
factor  in  its  inception,  for  many  of  the  shareholders  may 
be  absolutely  unknown  to  each  other.  The  power  to 
conduct  the  business  is  relegated  to  directors,  and  the 
ordinary  shareholder  has  no  right  to  inspect  the  books 
or  any  voice  in  the  acceptance  of  new  shareholders,  nor 
is  he  able  to  bind  the  company  without  special  authority 
as  an  agent.  And,  further,  in  the  case  of  limited  liability 
companies  the  principle  of  limited  liability  is  a  vital  dis- 
'''nction.    These  considerations  must  be  borne  in  mind 


when  framing  the  accounts  of  companies,  and  the  Ci^ital 
Acconnta  do  not  necessarily  represent  the  excess  of  assets 
over  liabilities.  The  true  capital  is  alvrays  that,  but  it  ii 
not  stated  in  that  way.  The  "capital "  of  a  company  may 
mean  the  registered  capital,  the  subscribed  capital,  or  the 
paid-up  capital — ^the  term  being  used  generally  to  mean 
the  ^are  capital  in  some  form  or  other. 

To  open  the  acconnts  of  a  company,  the  following 
entries  following  the  English  models  should  be  made:  — 
Nominal  Capital,  13,000  Shares  of  £$  each  equals 
;^6s,ooo.     7,000  subscribed ;   3,000  Shares  to 


Vendor  fully  paid. 

Application  Account      . .     Dr.  7,000 

To  Share  Capital     ..      Cr.-  7,000 
For  20S.  per  Share  on  application  on  7,000  Shares. 

Allotment  Account        . .       . .  7,000 

To  Share  Capital     . .       . .  7,000 

For  20s.  per  Share  on  Allotment,  &c. 

First  Call   10,500 

To  Share  Capital     . .       . .  10,500 
For  30S.  per  Share  on  7,000. 


The  details  will  be  fully  shown  in  the  Application  and 
Allotment  Sheets  and  Share  Ledger,  the  above  entries 

being  really  a  summary  for  posting  into  the  General 
Ledger.  The  cash  will  come  in  through  the  Cash  Book, 
and  in  addition  to  being  posted  in  detail  to  the  credit  of 
the  individual  shareholders  will  be  posted  in  total  to  credit 
of  Application,  Allotment,  or  Calls  Account,  as  the  case 
may  be. 

If  there  is  no  more  than  one  class  of  shares,  separate 
sets  of  entries  will  be  necessary  for  each  class,  or  at  any 
rate  usually  desirable,  and  also  for  debentures  or  other 
form  of  borrowed  capital. 

If  the  company  being  formed  is  taking  over  a  business, 
the  purchase-price  is  an  expenditure  of  capital,  .^pro- 
ptiate  accounts  should  be  debited  for  the  assets  taken 
over  at  the  agreed  price,  and  the  vendor  credited  with  the 
total.  If  the  purchase-price  for  a  going  concern  is  more 
than  the  value  of  the  assets  taken  separately,  the  differ- 


ence will  be  goodwill.  Kxample — 

Purchase.  ;f2j,ooo  Assets,  /zo.ooo 

Freehold  Dr.  5,000 

Stock    7>joo 

Plant    2, 000 

Book  Debts    5t5oo 

Goodwill   S.ooo 

To  Vendors   25,000 


If  the  vendor  takes  shares  in  part  payment,  debit  him  and 
credit  Share  Capital  Account,  also  debit  him  with  cash 
payments.  Example — 

Vendor  Dr.  £^$,000 

To  Share  Capital  Account  Cr.  j{  15,000 

„  Cash..       ..  .    ..^  ^OOQio,ooo 
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It  will  be  noted  that  the  entries  given  do  not  intiodnce 
into  the  financial  books  the  amount  of  the  nominal  or 
ngistered  capital,  and  consequently  that  information,  and 
likewise  the  amount  unsubscribed  and  uncalled,  must  be 
sought  for  outside  the  general  balance  of  the  books.  The 
lystom  largely  used  in  the  Colonies,  which  we  may  call 
the  Colonial  method,  introduces  all  this  information.  The 
opening  entries  would  therefore  be  in  the  Colonial  method 
IS  follows ; — 


NoHiHAL  Capital. 


Dr. 
Cr. 


;f  65.000 


:ffi3,ooo 


Dr.  35,000 


35.000 


14,000 


Unsubscribed  Capital   . . 

To  Nonunal  Cai^tal 
ij.ooo  Shares  at  £5  each. 

Uncalled  Capital.. 

To  Unsubscribed  Capital  Cr. 
7,000  Shares  subscribed  and  allotted. 
Applications  Account  7.000 
Allotment  Acconnt  7,000 

To  Uncalled  Capital 
For  20s.  each  cm  7,000  Shares  on  ^>plication  and 
allotment. 

First  Call   10,500 

To  Uncalled  Caiutal        . .  10,500 
For  30a.  on  7,000  Shares. 

ind  so  on  for  subsequent  calls. 

These  entries,  you  will  perceive,  proceed  in  definite 
steps.  First,  the  whole  of  the  registered  capital  is  con- 
sidered as  being  unsubscribed^  if  only  for  a  moment  of 
time.  As  a  matter  of  fact  the  registered  or  authorised 
capital  is  never  wholly  unsubscribed,  because  the  signa- 
tories to  the  memorandum  must  state  the  number  of  shares 
each  takes,  and  this  has  to  be  done  before  registration. 
Secondly,  when  shares  are  allotted  the  capital  represented 
by  the  shares  ceases  to  be  unsubscribed,  and  is  designated 
ts  uncalled.  Thirdly,  the  appropriaie  accounts  are  debited 
for  application,  allotment,  and  call  moneys,  and  the 
amounts  credited  to  uncalled  capital.  If  a  company  has  a 
debit  balance  in  a  Call  Account  that  debit  balance  repre- 
sents the  called-up  capital  still  remaining  unpaid ;  a  debit 
Ittlaoce  in  the  Uncalled  Capital  Account  represents  the 
tncalled  portion  on  shares  allotted,  and  a  debit  balance 
13  nnsubscribed  Capital  Account  shows  the  portion  of  the 
c^nqnoy's  nominal  capital  still  unsubscribed. 

li  the  whole  of  the  share  capital  is  allotted  and  fully 
pud  up  these  various  accounts  cancti  each  other  until 
due  remains  only  one  account  with  a  credit  balance, 
showing  nominal  capital,  and  cash  (or  other  assets)  debit 
balances,  showing  the  form  in  which  the  capital  exists. 

la  this  system  therefore  the  nominal  capital  is  divided 
"■ta  subscribed  and  unsubscribed,  the  subscribed  into 
^ed  and  uncalled,  the  called  into  paid  and  unpaid.  T^ 
:W»ing  form  shows  the  analysis : — 


Subscribed 


Called 
I 


Untubiorlbed 


Unciuod 


Paid 


Unpaid 


(Calls.  &o.) 

Accounts  will  be  raised  for  nominal,  unsubscribed,  and 
uncalled  capital,  and  the  various  divisions  of  unpaid 
capital  as  ^>pIication,  allotment,  and  calls. 

Supposing  the  Cash  Book  of  a  company  with  accounts 
opened  on  the  Colonial  method  showed  the  following 
receipts  and  payments:  — 


Ractipis. 

£ 

Paymtnts. 

To  Application 
■  AUotment 
,  istCaU  .. 

7,000 
7,000 

£24,000 

■  Prelimioary  Expenses 
.  Balance  

£ 
10,000 
1,000 
13,000 

Taking  the  other  entries  as  already  given,  the  Trial 
Balance  would  come  out  as  follows:  — 

^65.000 


Nominal  Coital  

Unsubscribed  Capital  . . 

jfiS.ooo 

Uncalled  Cafntal 

10,500 

First  Call  (arrears) 

500 

Preliminary  Expenses  . . 

1,000 

Cash   

i3iOOO 

Assets  (see  previous  entry,  in- 

cluding Goodwill) 

25,000 

;f65,ooo  /65,ooo 

Set  out  in  Balance  Sheet  form  the  accounts  would  ^>peai 
as  follows:  — 


LiabUities. 

Nominal    Capital,  13,000 

Shares  of  £5  each  . .  63,000 
Las— 

3,000  Unsubscribed 

Uncalled  on  7,000 

Shares  at  30s.  , .  10,500 
Anears  of  ^lls  ..  300 

26,000 


Capital  paid  up 


£39*00 


Aatli. 

£ 

Sundry  Assets  as  purchased, 

including  Gooowill  . .  25,000 
Preliminary  Expenses  . .  1,000 
Cash  13,000 


By  the  English  method  the  nominal  capital  would  simply 
be  shown  as  a  memorandum  at  the  beginning  of  the  state- 
ment of  capital  and  ruled  oft.  Then  would  be  shown  the 
number  of  shares  issued  at  so  much  per  share  called,  and 
the  amount  of  arrears  deducted,  leaving  the  net  capital 
paid  up.  The  English  plan  has  the  merit  of  simplicity, 
but  it  is  not  necessary  for  me  to  express  a  preference  for 
either;  I  explain  the  difference  because  it  is  quite  passible 
that  questions  may  be  set  which  cannot  b( 
from  a  knowledge  of  one  systetlt^  Ohl]^. '^^ 
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In  this  hypothetical  company  we  will  assume  that  a 
profit  has  been  made  on  its  operations.  The  question  of 
what  is  profit  is  too  large  for  discussion  now,  but  if  in  the 
final  Balance  Sheet  the  value  of  the  assets  exceeds  the 
amount  of  the  liabilities  added  to  the  share  capital,  paid 
up  and  reserve  (if  any),  the  difference  will  be  profit  and 
shown  as  a  credit  balance  in  the  Profit  and  Loss  Account. 
After  the  dividends  have  been  paid  the  balance  of  profit 
still  remaining  is  carried  forward  from  year  to  year,  and 
cannot  be  added  to  the  Capital  Accounts  as  in  a  partner* 
ship.  It  is  apparent,  therefore,  that  a  profit  cannot  be  said 
with  certainty  to  have  been  made  unless  the  assets  and 
liabilities  as  shown  on  the  Balance  Sheet  are  correctly 
valued.  This  is  the  basis  of  what  is  called  the  single- 
account  system,  as  contrasted  with  the  double-account 
system.  I  .  may  here  be  pardoned  for  cautioning  the 
younger  students  against  confusing  the  single  and  double 
accoant  systems  of  accounting  with  single  and  double  enb'y 
bookkeeping,  because  they  are  distinctive  matters. 

Seserves. 

The  law  allows  the  whole  profit  to  be  distributed  as 
dividends;  in  fact,  more  than  the  true  profit,  for  it  is 
not  obligatory  on  a  company  to  reinstate  lost  capital  out 
of  profits,  or  to  provide  for  shrinkage  tn  value  or  wastings 
of  assets,  so  long  as  they  can  pay  outside  creditort;. 
Prosperous  companies,  however,  usually  retain  some  of 
their  profits  undivided,  either  to  provide  against  con- 
tingencies or  to  provide  themselves  with  funds  to  meet 
certain  future  payments.  Where  a  profit  has  really  been 
made,  setting  aside  a  portion  of  it  creates  a  real  reserve. 
A  reserve  can  only  be  created  out  of  profits,  and 
can  only  continue  intact  until  a  loss  occurs.  But 
if  a  reserve  on  one  side  of  the  Balance  Sheet  is 
represented  on  the  other  side  by  an  asset  having  do 
real  value,  then  the  reserve  is  really  reduced  by  the 
amount  at  which  the  fictitious  asset  was  stated,  and  if 
the  fictitious  asset  is  stated  at  a  greater  sum  than  the 
reserve,  then  not  only  is  the  latter  entirely  swallowed  up, 
but  part  of  the  share  capital  is  also  lost. 

Sinking  Fund. 

Take  the  case  of  a  company  having  liability  to  deben< 
ture-holders,  say  jf50,ooo,  and  to  avoid  lengthy  calcula- 
tions we  will  suppose  the  debentures  to  be  redeemable  in 
two  years.  A  sinking  fund  is  desired.  The  following 
entries  will  show  the  operation,  it  being  assumed  that 
the  investments  can  be  made  at  the  rate  of  interest,  5  per 
cent,  taken,  as  that  does  not  affect  the  point  we  are 
considering : — 

At  the  end  of  the  first  year  the  first  instalment  is  set 
aside. 

Profit  and  Loss  (Appro- 
priation Account)   Dr.  £3^,3190   4  10 
To  Sinking  Fund  Cr.  /24,3go   4  10 

Investment  Account  Dr.   24,390   4  to 

To  Cash      ..   Cr,  24,390  4  10 


At  the  end  of  the  second  year  there  is  the  second  instal- 
ment to  be  added  to  the  sinking  fund  and  the  interest 
earned  on  the  first  instalment. 

Investment  Account  Dr.   £t,2xg  10  4 

To  Sinking  Fund  Cr.  ;fi,2ig  10  4 

For  Interest  earned. 
Profit  and  Loss    . .    Dr.   24,390   4  10 

To  Sinking  Fund  Cr.  24,390  4  10 

2nd  instalment. 
Note. — ^I'fae  last  instalment  in  any  number  of  years 
would  not  be  invested. 

Then  the  investment  is  called  in. 
Cash        . .       ..Dr.  /  25i6og  15  2 
To  Investment  Ac- 
count       ..    Cr.  ^35,609  13  2 

Debenture-holders  are  paid:  — 

Debenture  Holders'  Account    Dr.  ^^50,000 

To  Cash  Cr.  f  50,000 

The  Ledger  Accounts  would  show  sis  under : — 
Debbntdrbs. 


igoi 

Jut.  3  To  Cub  (7) 


£ 

.  50,000 
£y>flao 


1901 


J«n.   r  By  jo  £1,000  5% 
Debent 


Mures  at  par  30,000 
£30,000 


Sinking  Fdnd. 


s  d 


1901  £ 
Dec.  31  By  Profit  utd 
Loss  A/c 

(!)       ..  34.390  4  10 
■   •  lnterest(4)  1,919  ">  4 

igo) 

Dec.  31  By  Profit  and 
Loss  A/e 

(5)       .■a4.890  4  10 
£S>MOO    o  o 


Investment. 


Dec.  3t  To  Cash  {3). .  24.390  4  10      Dec.  31  By  Cash  {6( . .  35.609  js  i 
■  •  Interest  (4)  1,219  10  4  | 

£iifi09  ij   3  £39.609  IS  < 

pROFrr  AND  Loss. 


igoi  £      s  d 

Dee.3t  To  Sinkiii£ 

Fund  (2)  24,390  4  10 

igo) 

DK,3t  ,  Sinking 

Fund  (J)  24,390  4  10 

£48.780  9  e 


1901  £      s  d 

Dec.  31  By  Balanced)  4S780  9  1 


,£4».?So   9  8 


Jbylk)QgrC= 
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Cash. 


1901  fid 
Dcc.31  ToBaIaiiee(i)48.78o  9  8 

tgot 

he.  31  ■  IiiTattaeBt 

AeoonntCQajifog  15  1 

£74490  4  ID 


1903  £  ad 

Dec.31  BylavMtment 

(3)^      ■■a*J9»  4  10 
.  V  Dabentim 

holders  (7)  30,000  o  o 

£74.390  4  W 


The  sinking  {and  is  left  with  its  credit  balance,  and  may 
be  transferred  to  Reserve  Account.  Its  nature  is  not 
changed  by  the  mere  fact  of  the  debentures  being  paid  off — 
it  has  been  a  reserre  all  along— that  is,  an  accunulation 
ont  of  profits. 

B»rrow€d  Capital. 

When  capital  is  borrowed  by  means  of  debentures,  the 
debenture-holders  should  be  debited  and  the  Debentures 
Account  credited.  As  the  money  is  received  it  will  be 
credited  to  fh«  Debeotnre-holders'  Account  by  way  of  the 
Cash  Bo(A,  ultimately  closing  it  if  the  issue  is  at  par. 
Where  issued  at  a  discount  the  entry  should  be,  say : — 

Debenture-holders   . .  . .  ^{'95,000 

Cost  of  issues  of  Debentures  (discount)  5,000 


To  Debenlnres 


;f  100,000 


The  Cost  of  Issue  Account  should  also  be  debited  with 
other  expenses  of  issue  and  the  whole  written  off  in  instal- 
ments. If  debentures  are  issued  at  par  and  redeemable 
at  a  premium,  an  account  may  be  debited  with  the 
premium  payable  on  redemption  and  gradually  written  off. 
Dr  the  entries  may  be  put  throng  at  the  face  value  and  the 
premium  gradually  accumulated  by  means  of  a  sinking 
fond. 

Fixed  and  floating  capital  (or  fiied  and  floating  assets) 
is  a  classification  sometimes  made,  the  capital  represented 
br  assets  by  means  of  which  the  business  is  carried  on 
beii^  tenned  fixed  capital  (01  assets)  in  distinction  to  the 
thii^  traded  in,  which  are  called  floating  assets.  It  is 
ir,  the  treatment  of  the  accounts  representing  fixed  capital 
that  the  double-account  system  is  used,  but  I  am  afraid 
that  time  forbids  farther  illustration. 

Xtduction  9f  Capital. 
As  a  matter  of  absolute  fact,  the  capital  of  a  company 
ii  ledaced  when  it  experieiues  a  loss,  so  that  its  assets 
sre  ao  longer  adequate  to  represent  its  capital,  but  the 
eSect  may  not  be  shown  in  the  boohs,  without  the  previous 
uection  of  the  Supreme  Court.  What  we  wish  to  know  as 
^tndents  is  how  to  make  the  adjustment  when  the  sanction 
^  been  secured.  To  illustrate.  The  Western  District 
Putoral  Company.  Lim.,  showed  the  following  balances 
•X  Capital  Accounts  :— 


Authorised  Capital — 
FuUy  Subscribed  70,000  Shares 

atj^i  

Uncalled  C(4>ital  at  8s.  6d.— 
On  57i055  Shares 

current        . .  ^24,248  7  6 
On  2,945  Shares 
forfeited      .,    1,251  12  6 

Calls  in  Arrear — 
On  Shares  current  1,747  ^ 
On    Shares  for- 
feited  .,      ,.    927  6  8 


Dr.  Cr. 
/     8   d      ^     s  d 

70,000  o  o 


25,500  o  o 


2,674  10  2 


38,174  ro  2 

Capital  paid  up  in  money   /4i,825  9  10 

In  addition  to  shares  already  forfeited,  it  was  resolved 
to  forfeit  7,055  shares  owing  calls  of  is.  6d.  per  share;  to 
cancel  the  whole  of  the  forfeited  shares,  passing  the  can- 
celled capital  to  the  credit  of  Profit  and  Loss  Account  to 
wipe  off  the  debit  balance,  which  was  j|^4,3i3  13s.  lod. 
Apparently  no  entries  have  been  made  respecting  the  for- 
feited shares,  except  to  allocate  the  amounts  uncalled 
and  in  arrears  as  between  the  shares  current  and  tiiose 
forfeited. 

The  following  Journal  entry  would  give  effect  to  the 
resolution : — 

£      s   d      £      •  d 

Aatborised  Capital       . .     Dr,  10,000  o  o 

To  Uncalled  Capital  (at  8/G)  Cr.  4,350  o  o 

Calls  Account     . .    ^927  6  8 

Hus  7,055  at  1/6      529  2  6 

  1,456  9  2 

Profit  and  Loss   4i293  10  10 

j^IOfCXX)  o  o  /io,ooo  o  o 

This  leaves  a  debit  balance  of  j^ao  33.  in  the  Profit  and 
Loss  Account.  If  the  amount  gained  by  reducing  capital 
is  more  than  sufficient  to  wipe  off  the  profit  and  loss 
debit  it  is  better  to  use  an  intermediate  account,  and  only 
transfer  the  necessary  amount  to  Profit  and  Loss  Account, 
and  the  balance  to  Reserve,  because  it  is  not  allowable  to 
reduce  capital  so  as  to  put  the  Profit  and  Loss  Account 
in  credit,  and  thus  make  it  possible  to  pay  a  dividend  out 
of  capital. 

In  a  simple  case  of  forfeited  shares  without  reduction  of 
capital  the  English  method  is  to  debit  Subscribed  Capital 
Account  for  the  amount  previously  credited  in  respect  of 
the  shares  forfeited,  crediting  the  Calls  Ac(;punt  witlL  the 
arrears  and  Forfeited  Shares  ^p^ij^i^^jtl^i^^i®. 


304 


THE   ACCOUNTANT        September  15.  1906. 


Example : — i,ooo  Shares  of  £^1  nominal  value ;  13s. 
called,  los.  paid. 

Subscribed  Capital  /750 

To  Calls  Account       . .       . . 
Forfeited  Shares        . .       . .  500 
1,000  Shares  forfeited  for  non-payment  of  Calls 
amounting  to  5s. 

Under  the  Colonial  method  the  entry  wonid  be : — 
Uoiubscribed  Capital       ..       ..  £1,000 

To  Uncalled   /250 

Calls  , ,  . .  . .  , .  230 
Forfeited  Shares      . .       . .  500 

Amalgamations. 
In  the  case  of  amalgamation  in  the  selling  company, 
transfer  all  the  assets  to  a  Realisation  Account,  debit  the 
purchasing  company  and  credit  the  Realisation  Account 
with  the  purchase-price.  If  the  purchasing  company  pays 
the  liabilities  credit  it  with  sums  paid  and  debit  creditors. 
The  purchasing  company  will  then  gradually  hand  over  a 
certain  sum  in  cash  and  a  number  of  shares  for  distribu- 
tion  among  0ie  old  shareholders,  the  total  of  same  going 
to  credit  of  their  account  to  close  it,  and  the  distribution 
among  the  shareholders  of  the  cash  and  shares  will  be 
debited  to  Capital  Account.  As  the  selling  company  is 
being  liquidated,  much  the  same  principles  apply  in  other 
cases  of  liquidation,  with  the  distinction  that  Ttdien  selling 
to  another  company  (an  amalgamation)  there  would  likely 
be  a  gain  in  the  process,  whereas  in  winding  up  (or  recon- 
struction) there  is  more  probability  of  loss.  The  gain  or 
loss  by  realisation  having  been  transferred  to  capital  the 
distribution  of  the  cash  (and  shares  in  new  company,  if 
any)  will  close  the  Capital  Accounts.  Before  a  fair  dis- 
tribution of  capital  can  be  made  it  is  first  necessary  to  call 
all  sharas  of  the  same  class  up  to  the  same  amount. 

Trustees. 

In  considering  the  accounts  of  trustees  we  must  note  the 
distinction  that  a  trustee  has  the  legal  title  to  proper^ 
without  the  beneficial  interest  therein.  Firms  or  com- 
panies may,  saving  the  rights  of  creditors  and  individual 
shareholders,  and  speaking  broadly,  do  what  they  wish 
with  their  own,  but  the  trustee  must  look  to  the  trust 
instrument  for  his  directions,  from  which  he  may  not 
depart  without  sanction  of  the  Court,  and  the  Court  gives 
directions  in  cases  of  omission  or  uncertainty.  We  are 
principally  concerned  with  the  accounts  of  trusts  arising 
ander  wills.  It  is  obvious  that  everything  a  testator  dies 
possessed  of  or  entitled  to,  including  moneys  accrumg  but 
not  due,  forms  the  corpus  or  capital  of  the  estate.  The 
most  generally  approved  method  in  opening  the  accounts 
is  to  make  the  statement  for  probate  the  basis.  Accounts 
should  be  debited  with  the  various  assets  as  valued  for 
probate,  crediting  the  whole  to  capital.   The  liabilities 


shown  should  be  credited  to  separate  accounts  and  the 
total  debited  to  capital.  The  balance  of  Capital  Account 
will  then  be  the  net  capital  of  the  estate  on  which  duty  has 

to  be  paid. 

The  Capital  Account  is  to  be  charged  with  the  reason- 
able funeral  expenses  according  to  the  deceased's  station 
in  life,  and  with  the  probate  duty  and  costs  of  proving 
the  will,  and  generally  carrying  out  the  testator's  wishes, 
but  exclusive  of  the  executors'  remuneration,  unless 
specially  bequeathed  or  allowed  by  the  Court.  Capital  will 
also  be  debited  with  legacies,  and  where  bequeathed  free  of 
duty  the  legacy  duty  must  also  come  out  of  capital.  If  in 
the  process  of  realising  the  estate  and  converting  it  into 
cash  a  loss  results,  such  loss,  in  the  absence  of  negligence 
or  misfeasance  on  the  part  of  the  executor,  would  be 
charged  to  capital,  and  conversely  any  surplus  over  probate 
values  would  be  credited  to  capital.  After  the  estate  has 
been  realised  and  the  debts  and  legacies  paid,  the  residue, 
if  specifically  bequeathed,  would  be  paid  out  and  the 
Capital  Account  closed  thereby,  but  if  held  on  certain 
trusts  each  trust  fund  should  be  credited  with  its  portion 
of  capital,  the  successive  debits  to  capital  closing  the 
latter  account. 

In  all  questions  on  Executors'  and  Trustees'  Accounts  it 
is  important  to  distinguish  between  capital  and  income, 
and  each  transaction  should  be  scrutinised  to  see  if  it 
affects  the  capital,  and,  if  it  does,  it  must  be  dealt  with 
according  as  to  whether  or  not  the  amount  has  been 
allowed  for  in  adjustments  already  made. 

I>efalcatfon0:  Ubetr  prepentton  anb 
S>etectfon. 

By  W.  C.  Harkihgton. 

Prize  Essay  read   before  members  of  the  Wellington 
Accountant  Students'  Society. 


SciByriFTC  accounting  is  the  hub  of  the  universe  of 

commerce,  trade,  and  finance;  the  pivot,  as  it  were,  of  the 
wheel  of  fortune.  The  point,  if  truly  centred,  about  wliich 
the  business  revolves  with  the  velocity  and  ease  of  a 
spinning  top.  Over  tiiese  trade  movements  and  springs 
of  action  of  this  dangerously  vast  and  complex  machinery 
of  exchange  of  interests,  it  is  the  mission  of  accoun.taiits 
to  guard  against  fraud  and  maintain  order.  To  be  able 
to  do  this  properly  one  must  possess  a  good  practical 
experience  in  almost  every  department  of  bookkeeping, 
together  with  some  useful  knowledge  of  the  modem  con- 
ditions of  technology.  It  is  well  known,  and  clearly  under- 
stoodi  by  those  connected  with  accounts  that  fraud  varies 
both  in  its  origin  and  i^  Ui^^m^egnQ^i^fQHf^  been 
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effected,  according'ly  no  niles  that  will  have  nniveisal 
application  can  be  framed  or  enunciated  ;  the  best  that  can 
be  done  is  to  suggest  such  safeguard  as,  if  systematically 
exercised,  will  at  least  make  the  perpetration  of  fraud  a 
matter  of  difficulty  and  possibly  prevent  it  entirely.  This 
leads  one  first  to  consider  the  most  successful  qualities 
in  the  conduct  of  any  business.  Where  they  exist  the 
possibilities  of  fraud  are  greatly  curtailed  ;  where  they  are 
absent,  the  chances  of  fraud  are  not  only  great,  but  the 
eSect  of  a  completed  audit  is  spoiled,  thus ; — 

{a)  Capacity  for  organisation  and  administration. 

(1)  A  reliable  and  comprehensive  system  of  accounts. 

(/)  A  ^miliar  acquaintance  with  details  as  well  as  ascer- 
tained results. 

li}  Watchfulness  on  the  part  of  the  heads  over  each  other 
and  their  subordinates.  * 

Fraud  usually  commences  in  matters  of  detail  which  are 
not  considered  worth  considering,  that  would,  no  doubt, 
be  given  in  cash  sales,  cash  receipts  and  payments  on 
Ledger  Accounts,  and  theft  or  infiation  of  stock.  As  each 
of  tfiese  items  stands  out  alone  as  a  subject  upon  which  an 
essay  could  easily  be  written  it  is  my  intention  to  deal  with 
them  fully,  in  order,  it  is  hoped,  to  make  the  paper  of 
some  little  practical  use  in  canying  out  what  is  about  to 
be  discussed  and  in  opening  up  argument  in  connection 
therewith.  Being  limited  to  space  in  which  to  write  upon 
an  unfathomable  subject,  covering  as  it  does  the  whole 
movements  of  an  auditor  and  investigator,  as  well  as  the 
field  of  internal  check  of  a  bookkeeper,  one  can  only  pick 
upon  and  expose  (as  far  as  his  experience  allows  him]  the 
Bost  salient  items  of  fraud  in  accounts  and  Aeir  possible 
prevention,  and  in  rendering  these  items  attractive  one 
most  crystallise  his  observations  into  a  few  bright  and  tell- 
ing words.  Before  getting  well  under  way  with  this  essay 
one  cannot  do  better  than  to  make  it  plain  that  a  proper 
system  of  internal  check  shotdd  be  promoted,  such  as — 

(I)  Where  branches  are  kept  a  reconciliation  of  stock 
ojL  hand  at  each  month  end  should  be  made  at  the 
head  office. 

(a]  Banking  all  receipts  daily. 

E3}  Making  payments  for  amoimts  over  one  pound  by 
cheque. 

{4]  Keeping  petty  cash  on  the  Imprest  System ;  receipts 
ahottld  be  procured  and  preserved  for  all  disburse- 
ments. 

(5I  Filing  for  reference,  and  numbering,  all  receipts, 

docket  advice  notes,  and  statements. 
16]  Instituting  Self-balancing  Le<^ers. 
17)  Where  practicable  and  advantageous  introduce  the 

tabular  Day  Book,  Invoice  Book,  and  Ledger. 
9i  Have  a  good  classification  of  Personal  and  Nominal 

Accounts* 

^91  Whara  possible  have  a  good  record  of  stock-inrtrade. 


The  auditor,  on  the  other  hand,  should  make  sudi  notes 
of  ambiguities  discovered  during  the  progress  of  his  audit 
in  the  accounts  which  he  thinks  require  further  considera- 
tion and  explanation  from  those  in  charge  of  the  books. 

The  first  active  work  of  an  auditor  would  be  counting 
the  cash  in  hand  and  seeing  how  it  tallies  with  the  amount 
which  is  shown  in  the  Cash  Book.  Several  points  arise  in 
balancing  cash ;  besides  ^e  actual  cash  the  balance  may 
be  made  up  of  I  O  U's,  cheques,  P.O.O.'s,  and  there  may 
be  vouchers  for  expenses  not  entered,  which  should  be 
verified  by  other  means  than  by  a  formal  receipt.  Qieques, 
F.O.O.'s,  and  postal  notes  should  be  immediately  sent  out 
for  collection  or  paid  into  the  bank.  Steps  should  be  taken 
to  prove  the  value  of  I  O  U's ;  if  they  are  advances  upon 
wages  it  will  be  necessary  for  the  auditor  to  see  they  are 
ledeemed  on  first  pay  day.  Still,  at  all  tim«  I  O  U's 
should  be  discouraged.  The  Cash  Account  balance 
having  been  verified,  the  next  step  will  be  in  checking 
additions  and  carry  forwards,  also  see  that  all  postings 
have  been  completed.  Having  ascertained  the  accuracy 
so  far,  the  auditor's  diligent  and  conscientious  attention 
will  be  fully  required  in  vouching  receipts  and  payments. 
Receipts  should  be  vouched  by  the  counterfoil  Receipt 
Books,  Number,  Date,  Amount,  and  Name  being  compared. 
Spoiled  or  void  receipts  should  be  retained  and  cancelled. 
In  a  good  many  cases  the  receipts  cannot  be  vouched 
owing  to  the  absence  of  counterfoil  receipts ;  having 
nothing  to  corroborate  the  entries  on  the  debit  side  of  the 
Cash  Book,  the  auditor  must  satisfy  his  uneasy  mind  by 
other  means,  as  to  any  impression  of  leakage  which  he 
thmka  migbt  arise  owing  to  imsupported  cash  recMpts. 
He  is,  therefore,  required  to  possess  the  detective 
ingenuity  of  Sherlock  Holmes  or  the  morbid  curiosity  of 
a  Paul  Pry  in  gathering  together  sufficient  evidence  to 
prove  that  which  remains  in  darkness. 

A  small  amount  of  proof  is  obtained  by  extracting  trade 
debtors  who  are  usually  prompt  payers  but  at  the  time  of 
audit  are  in  arrear.  The  list  of  debtors  extracted  should  be 
given  to  the  bookkeeper  vrith  instructions  to  collect  and 
report  the  resuU.  The  auditor,  by  suggesting  a  change 
in  the  collector  at  this  stage,  would  be  gaining  a  better 
position  of  attack.  It  is  possible,  by  comparing  the  date 
of  the  receipt  with  the  date  of  lodgment  at  the  bank  as 
stated  in  the  Pass  Book,  to  see  if  it  had  been  the  custom 
to  pay  cheques  in  on  the  day  of  receipt,  or  to  retain  tiiem 
some  days.  Retention  of  monc^  in  this  way  has,  in  the 
past,  covered  serious  acts  of  frand,  almost  to  an  extent  that 
business  people  were  beginning  to  think  that  auditing  was 
an  unnecessary  expense.  A  continuous  audit  kept  well  up 
to  date  would  have  prevented  this.  Further  points  arise 
in  cash  sales  and  discounts.  Scrutinising  salesmen's  dupli- 
cates  and  desk  cashiers'  di<t5^t„^y«@  e^^glt^^l 
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proride  a  lot  of  good,  solid,  necessary  work.  A  compariton 
of  cash  sales  for  one  period  with  that  of  another  should  be 
done  and  the  chances  of  leakage  estimated.  It  is  my  inten- 
tion to  give  this  very  important  item  of  "  Cash  Sales  "  the 
consideration  it  deserves;  being,  as  it  is,  so  naked,  so  un- 
confirmed, and  so  unsupported  by  evidence,  too  much 
cannot  be  said  in  favonr  of  introducing  some  means 
whereby  irregularities  may  be  prevented.  As  circum- 
stances alter  cases  one  cannot  do  better  than  to  take,  cut 
up,  and  expose  Cash  Sales  in  some  particular  business, 
such  as  (a)  "  Miscellaneous  Sales "  in  an  anctioneeriog 
business,  and  (3)  "Newspaper  Sales  "  in  a  newsp^er  office. 
Under  heading  (a)  comprise  those  sales  which  certain 
auctioneers  hold  from  time  to  time  of  chattels  belonging 
to  different  owners,  more  especially  unsold  goods 
carried  over  and  disposed  of  privately.  A  good  pre- 
vention is  to  write  up  or  get  printed  a  catalogue  of  the 
several  lots  (similar  to  a  schedule  of  stock-in-trade)  with 
columns  ruled  for  Lot  No.  — ,  Name  of  Purchaser,  Sold 
Price,  Voucher  No.,  and  Cash  Received.  As  each  lot  is 
"knocked  down"  it  provides  matwial  for  filling  up  the 
vacant  columns — soch  as  Pnrdiaser,  Price,  Voucher  No. ; 
Cash  Paid  and  Voucher  No.  are  got  from  the  counterfoil 
Receipt  Book.  As  the  various  lots  are  cleared  and  paid 
for,  the  auction  clerk  should  enter  on  the  catalogue 
voucher  number  and  cash  received  respectively,  so  that  a 
glance  will  show  one  what  lots  are  paid  for  and  whidi 
still  remain  unsold.  The  Counterfoil  Receipt  Book  is 
accompanied  at  the  end  with  a  summary  or  analysis  of 
cash,  and  number  of  lots.  At  tiie  end  of  each  day  the 
total  amount  of  cash  in  the  summary  should  be  pencilled 
in  and  the  balance  in  hand  handed  over  to  the  cashier 
for  entry  in  the  General  Cash  Book.  This  he  will  enter 
to  the  credit  of  Miscellaneous  Auction  Sale  No.  i,  Sec. 
When  all  the  lots  have  been  sold,  as  according  to  the 
catalogue,  the  summary  total  should  agree  with  total  cash 
received  as  shown  by  catalogue,  and  as  a  double  check 
the  total  of  the  Catalogue  Summary  and  Miscellaneous 
Auction  Sale  Account  should  be  in  unison. 

Auctioneers  generally  do  not  confine  themselves  to  the 
one  specific  class  of  business,  but  also  add  land  and  estate 
agency  work  to  their  undertaking.  Where  this  is  the  case 
a  point  of  special  importance  occurs  in  examining  the 
Cash  Accounts.  Rent  coUectiog  on  account  oi  clients  is 
sometimes  small  and  insignificant ;  when  this  is  so  the 
firm's  own  Cash  Book  will  suffice.  But  where  receipts 
emanating  from  rent  producing  property  exceed  a  fair 
amount  it  is  more  couTenient  to  have  such  records  of  cash 
made  in  a  separate  book,  ao  that  it  will  be  only  necessary 
to  carry  totals  into  the  finn's  books.  It  is  here  a  matter 
of  great  importance  when  examining  the  "Recupts  and 
Payments "  for  the   auditor  to   scrutinise  both  books 


together,  otherwise  a  serious  gap  is  left  through  which 
defalcations  of  any  amount  may  find  their  way.  For 
instance,  the  same  actual  coin  may  march  from  draw  to 
draw,  or  party  to  party,  as  often  as  it  suits  the  purpose  of 
the  cashier  in  hiding  any  deficiency  of  cash  in  hand.  Cash 
Sales  in  [b)  "A  Newspaper  Business  "  has  for  many  years 
been  a  troublesome  item  of  revenue  to  protect.  Petty  pilfer- 
ing might  be  easily  manipulated  by  the  dishonest  employee. 
The  only  practicable  system  of  check  over  paper  sales 
where  first  editions,  second  editions,  extras,  and  back 
d^s  are  sold  is  the  "Counter  Sales  Book,"  ruled  with 
columns  for  (i)  Date,  (s)  Number  received,  (3)  Free  Sub- 
scribers, (4)  Number  sold,  and  (5)  Amount.  The  "Number 
received  "  can  be  checked  by  the  publisher's  returns  ;  the 
distribution  and  the  receipts  of  ca^  for  the  remaining 
columns  can  be  checked  by  comparing  tiie  total  free  papers 
with  the  free  list,  and  the  subscribers  with  the  Subscribers' 
ledger ;  total  cash  with  General  Cash  Book.  Sales  for 
cash  will  be  made  up  of  present  day  papers  and  back  dates. 
As  papers  are  distributed  the  number  in  the  Total  Received 
column  will  slowly  diminish ;  ivfaen  replenished  register  it 
by  adding  the  number  received  to  this  reducing  number. 
Sales  of  back  dates  do  not  affect  the  reducing  number, 
it  remains  the  same.  In  checking  this  book  one  must  take 
care  to  see  that  the  number  of  papers  remaining  on  hand 
after  the  day's  sales  correspond  with  the  number  in  the 
Counter  Sales  Book,  and  that  sales  for  Monday  compare 
favourably  with  Monday  in  the  previous  week,  and  that 
the  totals  of  columns  3  and  4  plus  number  of  papers  on 
hand,  as  in  column  No.  a,  equals  number  received  plus 
back  dates. 

Cash  Discounli. — -Where  Discount  columns  are  used  in  the 
Cash  Book  any  exceptional  amounts  should  be  inquired 
into.  In  most  businesses  there  is  a  fixed  and  well  under- 
stood rule,  or  trade  custom,  fixing  the  rate  of  discount 
accordijig  to  credit  taken  or  given,  or,  if  a  special  per- 
centage is  arranged,  there  will  probably  be  letters,  or  con- 
tract notes,  specifying  the  rate.  Discounts  obtained  should 
be  verified  when  vouching  payments — they  are  invariably 
marked  on  the  vouchers  ;  if  not,  it  should  be  insisted  upon, 
the  percentage  of  total  discounts  to  purchasers,  and/or 
to  sales,  furnishing  valuable  evidence.  Turning  to  pay- 
ments, the  auditor  should  in  like  manner  obtain  inde- 
pendent testimony  of  the  accuracy  of  each  entiy.  The 
Pass  Book  should  be,  as  soon  as  practicable,  completely 
called  over  with  the  Cash  Book,  and  the  balance  in.  the 
hook  verified  wiUi  that  at  the  bank.  All  'payment 
receipts"  should  be  checked  as  to  date,  name,  amount, 
and  discount,  and  compared  with  entries  before  cancella- 
tion. See  that  all  cheques  forming  vouchers  are  endorsed. 
The  auditor  must  always  obtain  some  proof  of  payment, 

otherwise  his  examination  would  Ue^wpEse-^ihal^  farce. 
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Salaiies,  u  a  rule,  can  be  proporly  vouched}  and  tiie^ 

constitnte  a  fairly  regular  item,  but  a  fiuctuating'  wage 
list  is  bard  to  check.  Fraud  may  result  from  individual 
wron^doiag,  or  it  may  result  from  conspiracy.  Frand  may 
be  found  in  a  cashier  simply  adding  a  gieater  amount  to 
his  weekly  Pay  Sheet  and  pocketing  the  differrace  when 
cashing  the  cheque.  There  may  be  a  conspiracy  between 
cashier,  pay  clerk,  and  foreman  by  introducing  dummies. 
Piece-worlteTs'  time  and  quanti^  may  be  falsified.  Rates 
chuged  may  be  hi^ier  than  osually  paid.  In  preventing 
fraud  of  this  oatnre  the  auditor  should  see  that  one  cheque 
is  drawn  for  the  total  wages  after  being  added  and  checked 
by  a  different  man  to  the  one  who  compiled  it.  Wages 
■hoidd  be  paid  by  a  Ledger-keeper  in  presence  of  each 
departmental  foreman,  if  possible.  All  acceptances  dis- 
charged as  per  Pass  Book  should  be  checked  witii  the 
retired  bill.  This  reminds  me  of  the  particular  attention 
an  auditor  should  give  in  reference  to  bills  receivable  as 
compared  with  the  Balance  Sheet ;  besides  verifying  bills 
receivable  with  bills  on  hand  and  bills  discoonted  he 
sbonld  also  inqmre  if  the  total  r^resents  true  trade  bills 
and  not  accommodation  bills  by  which  the  payee  is  only 
temporarily  accommodated. 

Faymients  out  of  Principal  and  Payments  out  of  Income. 
— Receipts  arising  from  principal  as  well  as  from  income 
ere  important  itOTis  appearing  in  an  '  Executor's  "  Cash 
Book.  The  investigator  will  be  required  to  exercise  care 
and  good  judgment  in  testing  the  accuracy  of  apportion- 
ments  of  cash  on  account  of  the  different  owners  entitled 
thereto.  The  apportionmen*  of  dividends  or  interest  pay- 
able half-yearly  should  be  based  upon  the  number  of  days 
in  Che  particular  half-year  in  which  the  dividend  or  interest 
■rises,  and  not  upon  the  number  of  days  in  the  whole 
year,  this  will  make  a  big  difference  when  large  sums  have 
to  be  apportioned.  Fmiher,  dividends  and  interest  pay- 
able yearly  and  due  half-yearly  should  be  based  upon  the 
number  of  days  for  the  whole  year.  For  instance,  vdien 
death  occurs  March  31st  and  interest  on  stock  is  due  on 
joth  June  principal  would  be  90-365  of  yearly  interest  (and 
Bnt  90-181  of  half-yearly  interest),  the  balance  after  sub- 
tracting the  sum  calculated  from  interim  interest  would 
be  credited  to  income.  Where  the  estate  comprises  many 
investments  a  classification  should  be  made  of  them  so  as 
to  facilitate  checking  in  calling  over.  In  the  case  of  deal- 
ing with  the  mam^ement  of  a  business  carried  on  by  an 
executor,  the  executor  cannot  charge  for  his  work,  no 
natter  how  the  estate  has  benefited  thereby  except  under 
special  circumstances.  Expenses  by  way  of  "Just  Allow- 
ances "  in  preparing  accounts  are  allowable,  even  though 
the  executor  be  a  partner.  Notes  should  be  made  of  items 
of  any  material  importance  which  occur  to  the  investi- 
Ittor  during  the  execntion  of  his  duties,  so  that  he  may  be 
weD  armed   and  properly  safeguarded  against  those 


troublesome  people  who  are  bom  or  married  into  families, 
and  who  commence  disturbances  because  they  do  not  find 
so  much  money  as  they  expected,  or,  perhaps,  because  the 
poor  unfortunate  trustee  has  offended  them.  Beware  of 
putting  hasty  work  in  these  accounts ;  tiie  premier  destina- 
tion of  each  figure  must  be  first  determined. 

Before  proceeding  to  consider  stock-in-trade  generally, 
I  would  like  to  point  out  how  defalcations  have  frequently 
arisen  and  remained  undetected  from  the  omission  of  the 
precantion  to  check  the  niunber  of  tickets  on  hand  in  a 
tramway  company's  office.  The  misappropriation  is  brought 
about  by  the  setding-up  clerk  quietly  issuing  tickets  here 
and  there  to  different  guards  without  accounting  for 
them.  A  careful  guard  will  always  count  his  tickets 
before  signing  his  sheet;  others  are  dilatory,  and  others 
cannot  find  time  to  spare.  However,  it  matters  little 
whether  a  guard  is  careful  or  not  in  seeing  he  gets  that 
which  he  signs  for :  if  an  unscrupulous  clerk  wants  to 
gain  the  value  of  a  block  of  tickets  in  hard  cash  it  is  not 
difficult  for  him  to  manipulate  the  figures  on  the  "Guards' 
Return  Sheet "  when  he  knows  the  large  store  of  tickets  in 
hand  are  not  properly  controlled.  Thus,  you  will  readily 
see  that  unsold  tickets  on  hand  at  tiie  end  of  eacii  financial 
year  is  an  item  of  some  consequence.  This  being  so,  the 
auditor  would  be  contributing  very  grmtly  to  the  fraud  of 
any  dishonest  clerk  by  allowing  this  very  important  item 
of  check  to  pass  untested.  The  aggregate  number  of  tickets 
on  baud  of  all  sorts  and  kinds  in  id.,  ad.,  3d.,  4d.,  &c., 
at  stocktaking  can  be  easily  procured,  and,  when  ascer- 
tained, should  agree  with  the  number  resulting  after 
adding  purchases  to  number  brought  forward,  less  sales. 
Figures  for  ticket  sales  can  be  gathered  from  the  "  Guards' 
Returns  Analysis  "  Sheet,  and  for  ticket  purchases  from 
the  printers'  invoices.  This  can  be  done  without  much 
extra  labour  when  auditing  the  General  Cash  Book.  The 
statement  of  tickets  on  hand  ascertained  as  above,  besides 
checking  the  legitimacy  of  traffic  receipts  (in  so  much  that 
the  aggregate  number  of  tickets  sold  during  the  period 
under  balancing  should  correspond  in  value  to  the 
total  amount  of  traffic  receipts  drawn  from  ticket  sales 
for  the  same  period),  also  gives  records  for  statistical 
purposes. 

Further,  it  is  possible  for  the  bookkeeper  with  a  good 
system  of  check  to  arrive  at  the  same  result,  and  thus 
save  the  auditor  from  investigating  into  detail,  by  slowly 
and  surely,  moath  by  month,  building  up  for  readiness 
the  totals  of  die  various  tickets  sold  and  purchased  by 
means  of  a  "Register."  This  book,  besides  preventing 
double  shuffling  with  tickets,  has  another  good  feature,  in 
that  monthly  balances  of  the  various  tickets  on  hand  can 
be  arrived  at  with  "mplici^^j^^^  j^Jl^l^^f^giJi^a 
valuable  index  to  the  quantity  of  ticken  in  stock,  <8e  that 
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othen  may  be  ordered  when  those  on  hand  are  ai^ioach- 

ing  exhaustion.  The  following  information  showing  how 
pages  in  the  "Register  "  may  be  di\ided  will,  perhaps,  be 
of  some  practical  use: — (i)  Date,  (a)  Invoice  Reference, 
(3)  From  whom  pnichased,  (4)  Tickets  on  hand  at  com- 
mencement. (5)  Purchases  during  the  month,  (6)  Sales  as 
per  Guards'  Analysis,  (7)  Tickets  on  hand.  Columns  4, 
5,  6,  and  7  require  subdividing  into  the  various  kinds  of 
tickets  handled. 

Slock-in-Trade. — Taking  stuck  and  balancing  it  is  one  of 
the  most  important  items  to  be  considered  in  branch  busi- 
nesses, as  it  is  one  in  which  so  much  trust  and  confidence 
has  to  be  put  in  the  assistants ;  and  it  is  principally  for 
this  reason  that  theft  of  stork,  robbery  of  cash,  receipts, 
and  6ctLtious  entries  of  expenses  are  likely  to  be  met  with. 
Misapplying  cash  is  prevented  to  a  great  extent  by  the 
introduction  of  the  latest  "Cash  Register"  and  Counter 
Duplicate  Books  as  far  as  cash  sales  are  concerned.  To 
keep  the  transactions  of  branch  shops  well  in  hand  a  system 
of  internal  check  must  be  instituted.  This  is  in  charging 
them  with  their  purchases  at  the  selling  prices,  and  taking 
their  stock  on  the  same  basis  on  account  of  the  retail 
price  being  Qie  only  one  reckoned  with  in  dealing  with 
this  method  of  check.  Goods  will  be  sent  to  each  branch 
from  the  head  office  warehouse— if  they  are  stocked ;  if 
not,  then  direct  from  the  manufacturer.  Invoices  are 
checked  at  the  head  office  and  priced  at  the  selling  prices, 
they  are  then  given  to  the  stock  clerk  in  charge  of  the 
branches  to  write  up  in  his  Stock  Book  and  forward. 
Invoices  should  be  despatched  with  Advice  Notes,  so  that 
the  branch  manager  can  check  the  goods  and  notify  head 
office  at  once  if  there  should  be  any  shortages  or  overs. 

The  Stock  Book  and  Delivery  Book  kept  at  head  office 
are  the  most  important  books  in  connection  with 
.  branches ;  and  in  order  that  each  branch's  stock  may  be 
separated  a  Stock  Book  for  each  is  advisable.  Tliis  is  a 
great  advantage  to  stocktakers  who  are  always  handling 
goods  at  their  retail  value,  and  who  either  forget,  lose 
sight  of,  or  are  ignorant  of  the  cost  price.  In  the  above- 
mentioned  book  will  be  entered  on  the  debit  side  goods 
delivered  at  selling  prices,  and  cash  received  on  the  credit 
side,  this  being  the  turnover  for  the  week.  The  actual 
stock  of  each  branch  can  be  ascertained  at  the  end  of  each 
week  by  adding  goods  delivered  to  previous  balance  and 
deducting  the  cash  and  book  debts.  These  entries  are  all 
that  is  necessary  for  the  purpose  of  balancing  stock.  The 
Stock  Book  ought  to  show  at  a  glance  the  amount  of  stock 
on  hand  at  each  week  end  and  at  each  branch.  The 
aggregate  stock  can  be  "got  at "  with  very  little  extra 
time,  for  the  Trading  Account  and  Balance  Sheet 
the  Stock  Books  will  supply  the  figures  at  the  retail 
prices,  from  which  must  be  deducted  book  debts  and  the 


percentage  of  pn^t  made  in  charging  stock  to  the 
branches.  This  percentage  can  be  checked  by  comparing 
the  estimated  with  the  actual  percentage  of  gross  profit. 
As  all  goods  are  sold  by  the  branches  at  what  th^  are 
charged  to  them,  the  stocks  should  come  out  correct ;  if 
they  do  not,  the  reason  why  will  have  to  be  shown  for 
the  same.  Shortages  are  most  difficult  matters  to  face  in 
retail  businesses,  and  when  a  large  deficiency  arises  the 
best  thing  to  do  is  to  take  stock  over  again  at  the  earliest 
opportunity. 

Further,  it  is  obvious  that  the  above  method  of  control 
is  a  splendid  one  for  an  undertaking  rnnning  branches  in  a 
manner  above  contemplated — the  receipt  and  disposition 
of  goods  at  the  branches  at  the  same  prices.    But  what 
is  to  happen  when  branches  indulge  in  holding  periodical 
clearing  sales  and  sell  at  a  much  lower  rate?  It  means  tiiat 
the  system  of  control,  to  be  of  any  practical  use,  must  be 
further  developed,  so  that  it  will  meet  to  some  extent  these 
complications.   The  Stock  Book  already  mentioned  is  not 
to  be  taken  as  part  of  the  system  of  double  entry,  but  as 
a  check  on  stock  only.   I  will  later  on  show  how  it  can  be 
interwoven.    Bat  first  of  oil  I  must  explain  the  develop- 
ment of  the  Stock  Book  as  suggested  above.   The  Stock 
Book  will  be  debited  with  goods  sent  to  ^  branch  or 
branches,  and  as  daily  or  weekly  returns  are  received  it 
will  be  credited  with  the  totals.    On  an  approaching 
"  sale  "  the  difference  between  the  selling  price  and  the 
further  reduced  price  on  all  goods  "  marked  down  "  as  per 
the  sale  tickets  attached  thereto  will  also  be  credited  in 
the  Stock  Book  on  the  receipt  of  the  branch's  abatement 
properly  checked  and  signed.  As  soon  as  the  duration  of 
the  sale  has  expired  the  goods  must  all  be  re-marked  up  to 
their  original  selling  price.   The  original  prices  can  easily 
be  ascertained  if  goods  are  marked  with  a  ticket  bearing 
two  prices— the  old  one  ruled  out  and  the  new  price 
written  in.   The  difference  between  these  two  prices  will 
in  the  aggregate  be  debited  to  branch  or  branches  in  the 
Stock  Book;  this  amount  is  derived  from  the  branch 
manager's  statement  ^ich  he  forwards  at  end  of  sale- 
Hie  Stock  Book  will  now  show  entries  on  the  debit  side 
for  goods  sent  out  and  an  amount  representing  the  differ- 
ence between  "  reduced  "  and  the  "  written  up  "  prices.  The 
credit  side  will  show  cash  sales  for  daily  or  weekly  turn- 
overs, and  an  amount  representing  the  difference  between 
the  "original  selling"  prices  and  the  "reduced  sole** 
prices.   The  result  of  these  two  columns  should  give  the 
correct  stock  on  hand  valued  at  the  selling  prices.  Where 
these  prices  represent  cost  plus  50  per  cent,  on,  ccwt  will 
represent  the  remainder,  after  taking  33  1-3  per  cent,  off 
selling  prices.  By  a  simple  calculation  the  cost  value  of 
stock  in  hand  at  branches  Con  be  easily  arrived  at  for  the 
Balance  Sheet.    Secondly,  a  more  scientific  method  of 
dealing  with  these  branches  is  to  bring  th^^toclc  Book 
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into  the  ap/tmn  of  donble  entry  bjr  {a)  debitii^  branch 
with  goods  at  selling  prices  and  crediting  a  Stock 
Account,  viz.,  "  Stock  at  Branch " ;  (b)  on  receipt  of 
branches'  daily  or  weekly  returns  debit  cash  and  credit 
branch.  The  total  sales  for  each  month  should  be  debited 
to  *  Stock  at  Branch  "  Account  and  credited  to  "  Sales 
Accouot " ;  (<)  at  sale  time,  when  the  statement  showing 
goods  written  down  arrives,  debit  "Stock  at  Branch 
Account "  and  credit  "  Branch  " ;  {d)  at  sale  end  goods 
written  up  as  per  statement  should  be  debited  Branch 
and  crodited  to  "Stock  at  Branch  Account  "  ;  {e)  Stock  on 
hand  as  shown  by  Stock  Book  should  correspond  exactly 
with  the  "Branch  Account  "  balance.  The  other  account- 
ing entries  in  the  head  office  books  do  not  enter  into  the 
system  of  control  of  stock  at  branches,  therefore  it  is 
nnnecessaiy  for  me  to  give  them.  Yet  I  would  at  this 
stage  like  to  state  that  as  branches  are  usually  managed 
by  men  earning  but  small  incomes,  and  who  are  much 
orerwtwked,  it  seems  that  some  system  of  check  of 
diis  nature  shoiUd  be  given  a  trial.  In  designing  Stock 
Accounts  the  bookkeeper  wiU  do  well  to  avail  himself  of 
whatever  practical  experience  is  possessed  by  the  com- 
pany's auditor.  And  the  auditor  should  in  turn  secure 
the  co-<q>e»tkm  of  the  botikkeeper.  unless  he  be  fortunate 
euoo^  to  possess  some  practical  knowledge  of  the  par- 
ticular class  of  business  carried  on.  He.  it  is  bought, 
would  be  the  best  authority  as  to  the  means  to  be  employed 
in  placing  a  defective  system  upon  a  solid  basis.  The 
ooussifu  of  the  pracaation  to  adopt  a  good  system  of 
oootrol  over  stock-in-trade  would  mean  that  the  proprietors 
would  be  living  in  a  fool's  paradise,  with  the  Balance 
Sheet  perfiaps  showing  a  handsome  profit,  after  paying 
and  pravidtng  for  all  expenses  for  the  period  covered  by 
the  accounts,  yet,  really,  if  the  truth  was  known,  the 
capital  expenditure  in  stock  on  hand  would  be  partly,  if 
not  wholly,  submerged  by  the  excessive  inflation  due  to 
nnscnpulons  heads  either  intentionally  or  ignorantly 
oversutiog  same.  Therefore  too  much  attention  cannot 
be  paid  to  this  item  of  floating  capital,  either  by  the  book- 
keeper or  the  auditor.  If  it  is  not  inflated  by  the  directors 
of  a  flagging  company  there  is  an  extreme  danger  of  tbe 
exact  value  being  tampered  with  by  one  or  other  of  the 
-iepartmentai  managers,  who  are  vciy  eager  to  keep 
vp  gross  profits  of  their  particular  charge  in  the  antici- 
Itaxion.  oi  better  things  ahead.  For  a  private  trader 
lo  adopt  this  method  -of  finance  he  would  be  gaining 
personal  wealth  by  hampering  and  bleeding  his  business. 
For  a  joint-stock  company  to  conduct  business  on  these 
lines  would  be  so  haphazard,  and  so  risky,  that  an 
amediate  accident  would  be  inevitable.  Some  auditors. 
IS  a  menus  of  escape,  usually  pin  their  faith  and  con- 
Ueoce  to  Lord  Lindley's  decision  in  Re  The  Kingston 
CHttm  Milis  appeal,  which  came  before  three  eminent 


Judges  for  inquiry.   I  tiunk  they  would  do  well  not  to 

place  too  much  reliance  on  the  remarks  of  Lord  Lindley  in 
his  decision,  but  share  them  with  those  of  Justice  Vaughan 
Williams,  who  decided  the  case  on  its  first  appearance  in 
Court.  He  was,  doubtless,  greatly  influenced  in  deciding 
it  against  the  auditor  by  the  evidence  of  an  inve^gator 
who  was  appointed  by  the  Board  of  Trade  to  make  a 
thorough  investigation  extending  over  two  years.  The 
investigator's  evidence  went  so  far  as  to  say  that  a  careful 
examination  of  the  accounts  should  have  shown  the  per- 
centage of  gross  profit  disclosed  by  the  Trading  Accouot  to 
be  so  abnormal  as  to  reasonably  call  for  inquiry.  In  con- 
clusion, I  might  say  that  it  has  been  my  endeavour  to 
pick  out  and  illustrate  as  far  as  possible  various  points 
of  fraud,  all  of  which  have,  in  some  degree  or  other,  a 
striking  resemblance,  euid  the  means  to  be  emplt^ed  in 
preventing  any  likely  chances  of  its  occurrence,  either  by 
the  bookkeeper  in  the  early  stages  of  its  existence,  by  the 
introduction  of  an  efficient  system  of  internal  check,  or  by 
the  auditor  who  is  called  upon  to  conduct  periodical 
audits,  or  by  the  investigator  whose  services  are  required 
to  "ferret  out"  figures  omitted,  misplaced,  or  dilated. 


payment  b]?  a  Xanlier  ot  frauOuUmii? 
aitere&  Cbeques. 


It  was  decided  by  the  House  of  Lords  in  Sckolfitld  v. 
LondesboTough  (1896,  A.C.  514)  that  the  acceptor  of  a  bill 
of  exchange  is  not  under  a  duty  to  take  precautions 
against  fraudulent  alterations  in  the  bill  after  acceptance, 
and  that  the  mere  existence  of  spaces  between  the  words, 
which  might  possibly  enable  the  apparent  amount  of  the 
bill  to  be  increased  by  the  insertion  of  writing  in  the 
spaces,  is  not  suflicient  evideiu:e  of  negligence  on  the 
acceptor's  part  to  make  him  liable  as  having  authorised 
the  alterations.  The  case  of  cheques  fraudulently  altered 
by  writing  into  them  additional  words,  and  the  liability  of 
a  banker  towards  his  customer,  the  drawer  of  the  cheque, 
were  discussed  in  the  judgments  of  the  Lords,  principally 
with  reference  to  Young  v.  Gr^te  (1827,  4  Bing,  ^53) ;  but 
it  was  not  necessary  to  do  more  than  distinguish  the  latter 
case,  or  to  decide  whether  the  rule  laid  down  in  Scholfield 
V.  Lottdesborougkt  under  the  circumstances  there  dis- 
closed, would  apply  to  the  case  of  a  cheque  as  between 
banker  and  customer.  It  had  been  held  in  Young  v.  Grott 
that  a  banker  who  paid  a  cheque,  fraudulently  altered  by 
writing  into  it  additional  words  and  figures,-  was  not 
liable ;  but  the  Court  there  was  bound  by  an  ar^rator's 
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finding  of  oegligence,  and  the  case  has  never  beea  regarded 
as  satisfactoiy.  The  Judicial  Committee  <^  the  Privy 
Conncil  have  now  decided,  in  a  case  on  appeal  from  the 
High  Court  of  Australia,  that  the  rule  in  ScholjUld  v.  ' 
Lendesborougk  does,  under  similar  circumstances,  apply 
to  cheques  on  a  banker.  This  decision,  Cclonial  Bank  of 
Australasia  v.  Marshall  {TimeSf  July  aflth  1906),  is  of  first- 
late  importance.  The  decision,  it  is  submitted^  would  be 
acquiesced  in  by  the  House  of  Lords  as  in  accordance 
with  the  principles  laid  down  in  ScMfield  v.  Landes- 
boreugkt  and  the  dicta  there  contained  and  obienrations 
made  npon  the  caae  of  Young  v.  Grote.  Lord  Macnaghten, 
too,  was  a  member  of  the  Judicial  Committee  which  has 
decided  Colonial  Bank  of  Australasia  v.  Marshall,  ead  one 
of  the  Lords  1^0  sat  in  Scholfitld  v.  Londesborough. 

The  facts  in  the  case  before  the  Judicial  Committee 
were  these.  Three  persons,  co-executors,  kept  a  current 
account  with  the  appellant  bank  in  Melbourne,  Victoria. 
One  of  tiiese  three,  Myers,  after  getting  cheques  signed  by 
bis  two  co<ezecutors,  before  signing  them  himself  and  pre- 
senting them  for  payment,  fraudulently  altered  the 
cheques,  so  that  a  cheque  (for  iostance)  really  drawn  for 
;^io  appeared,  when  presented,  to  be  a  cheque  for  ^110. 
The  alteration  was  possible  by  reason  of  sufficient  space 
having  been  left,  in  writing  the  cheques,  to  allow  of  the 
additional  words  and  figures  being  inserted  without 
arousing  suspicion,  and  the  cheques  so  altered  were  paid 
by  the  bank.  The  respondenu  (plaintiffs  in  the  action) 
were  the  two  co-executors  other  than  Myers.  The  forgeries 
coming  to  light,  the  bank  claimed  the  right  to  debit  the 
executors'  account  with  the  full  amount  of  the  forged 
cheques  as  paid,  and  the  action  was  brought  by  the 
respondents  against  the  bank  and  Myers  to  enforce  repay- 
ment  of  the  amounts  debited  over  and  above  the  original 
amounts  of  the  cheques  before  these  were  altered.  The 
defence  set  up  was :  '  If  the  said  cheques,  or  any  of  them, 
"were  fraudulently  altered  and  increased  in  amount,  such 
"cheques  were,  and  each  of  them  was,  drawn  by  the  plain- 
"  tiffs  and  the  defendant  Myers  without  reasonable  care  or 
"precaution,  and  in  a  manner  and  form  so  negligent  that 
"they  enabled  and  permitted  the  alterations  and  erasures, 
"if  any."  The  question  was  left  to  the  jury  whether  the 
cheques  were  drawn  negligently,  and  the  jury  found  that 
they  were,  and  gave  a  verdict  for  the  defendant  (appellant] 
bank.  The  Supreme  Court  of  Victoria  approved  of  the 
manner  in  which  the  jury  had  been  directed,  and  refused 
to  disturb  the  verdict  (1904,  29  V.L.R.  804).  Young  v. 
Grote  was  followed,  on  the  ground  that  it  was  still  good 
law  as  to  cheques,  and  had  not  been  oveiraled  by 
ScholfUld  V.  Londesborough.  From  the  judgment  of  the 
Supreme  Court  the  plaintiffs  (respondents)  appealed  to 
High  Court  of  Australia,  with  the  result  that  the  judg- 

mt  of  the  Supreme  Court  was  reversed,  and  the  executors 


held  entitled  to  succeed  against  the  bank,  on  the  ground 
that  Young  v.  Grote  did  not  apply,  and  that  the  principle 
laid  down  in  SeJml field  v.  Londesborough  should,  tuder  the 
circumstances,  govern  the  present  case  (t  Conunonw.  L.R. 
632).  This  decision  has  now  been  affirmed  by  the  Privy 
Council. 

It  is  of  the  utmost  importance  that  the  commercial  law 
of  the  different  parts  of  the  Empire  should  not  vary 
unnecessarily.  U  the  decision  in  Colonial  Bank  of 
Australasia  v.  Marshall  were  held  not  to  be  good  law  in 
England,  a  step  would  have  been-  taken  towards 
divergence  between  the  United  Kingdom  and  Australia  in 
the  law  of  banking  and  negotiable  instrumeats  which  it 
might  be  difficult  to  retrace.  The  English  Courts  are  not 
bound  by  the  decisions  of  the  Privy  Council  on  Colonial 
appeals,  nor  are  the  Colonial  Courts  technically  bonnd 
by  even  the  decisions  of  the  House  of  Lords.  The 
decision  of  the  Privy  Council  in  the  present  caae  would 
only  be  foUowvd  in  England  on  its  merits,  so  to  say.  In 
the  interests  of  Imperial  commercial  law,  therefore,  it  is 
well  to  be  able  to  feel  some  confidence  that  the  House  of 
Lords  would  acquiesce,  if  the  question  came  before  it, 
in  the  extension  of  the  principle  of  Seholfield  v.  Londts- 
borougk  to  the  relation  of  banker  and  customer. 

The  case  of  Young  v.  Grote  was  critically  examined  in 
the  judgments  of  the  Lords  in  Scholfield  v.  Londesborough, 
and  although  no  fresh  examination  was  made  in  the 
reported  judgment  of  the  Judicial  Committee  in  the  present 
case,  yet  this  was  done  by  the  High  Court  of  Atutralxa. 
At  p.  653  of  the  judgment  of  the  Hi^  Court  (i  Commonw. 
L.R.  633)  the  following  passage  occurs :  "  In  ScholfielSs 
"case  Lord  H&lsbury  is  reported  to  have  said  (p.  523}  that 
"the  time  had  come  when  it  would  be  desirable  to  examine 
'how  far  the  case  of  Young  v.  Grote  ought  to  be  quoted  wls 
"an  authority  for  anything.    In  our  opinion  it  is  an 
"authority  for  this  and  no  more — that  the  drawer  of  a 
"cheque  may,  by  his  negligence  in  connection  with  draw- 
ling it,  disentitle  himself  to  complain  that  the  banker  has 
"paid  a  larger  sum  upon  it  than  the  drawer  cotended." 
This  certainly  seems  to  sum  up  fairly  what  may  be 
gathered  from  the   judgments   in  Scholfield  v.  LonJ^s- 
borough  to  have  been  the  view  taken  of  Young  v.  Grote  by 
the  Lords.   Lord  Macnaghten  quoted  Lord  Cranworth  (in 
a  cited  case)  as  follows: — '"The  principle  is  a  sound  one, 
"that  when  the  customer's  neglect  of  due  caution  has 
"  caused  his  t»ankers  to  make  a  payment  on  a  forged  order, 
"  he  shall  not  set  up  against  them  the  invalidity  of  a  docu- 
"ment  which  he  has  induced  them  to  act  upon  as  genuine.** 
These  passa^  referring  to   Young  v.   Grote  are  not 
specially  cited  in  the  judgment  of  the  Privy  Council,  but 
it  is  said  th^t  Scholfield  v.   Londesborough  "bad  dow 
"become  the  governing  authority  which  must  prevail  so 
"  far  as  the  principles  laid  down  in  it  extended" 
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The  sztent  of  the  obligation  of  tiie  drawer  of  a  chequ« 
not  to  mialead  his  banker^  and  tiw  support  derived  from 
Fmh^  v.  Grett,  seem  to  be  stated  to  the  same  effect  hy  the 
UoDse  of  horda  and  by  the  Court  of  Australia.  The 
High  Court  professed  to  follov  the  House  of  Lords*  case 
aad  carried  out  to  a  logical  conclusion  the  principles  there 
laid  down,  aided  by  the  expressions  of  opinion  on  the 
question  of  banker  and  customer ;  this  question,  while 
only  arisiag  incidentally  and  by  way  of  analogy  in  the 
House  of  Lords,  was  at  the  root  of  the  matter  to  be  decided 
by  the  High  Court.  No  lawyeTi  it  is  submitted,  can  rise 
from  a  perusal  of  the  judgments  of  the  House  of  Lords 
in  SeMfieid  v.  Zendesborougk,  and  of  the  High  Court  of 
Australia  in  MarsJiall  v.  Calomial  Sank  ef  Austrtdasta, 
without  being  couTinced  thait  the  judgment  of  the  latter 
would  now  be  recognised  by  the  House  of  Lords  as 
correctly  carrying  out  the  principles  laid  down  by  the 
Lords  to  their  proper  conclusion.  It  is,  of  course,  as 
pointed  out  in  the  judgment  of  the  Judicial  Committee, 
impossiUe  to  define  the  extent  of  the  duty  of  a  customer 
to  his  banker  in  this  r^^rd,  or  the  limits  of  the  obligation 
of  the  banker.  With  reference  to  the  principles  laid  down 
in  SeMjuld  ».  iMmdeshoraugk,  it  is  said :  "The  principles 
■there  lead  down  appeared  to  their  Lordships  to  warrant 
*tiie  proposition  ttat^  whatever  the  duty  of  a  customer 
'towards  his  banker  might  be  with  reference  to  Uie  draw- 
-ing  of  cheques,  the  mere  fact  that  the  cheqne  was  drawn 
'with  spaces  such  that  a  forger  could  utilise  them  for  the 
'purpose  of  forgery  was  not  by  itself  any  violation  of  that 
'obUgation.  Their  Lordships  therefore  agreed  with  the 
'High  Court  of  Australia  that  there  was  no  evidence 
'pK^r  to  be  left  to  the  jury  of  negligence  on  the  part  of 
'the  reqiondents."  Had  the  Judicial  Committee  in  their 
judgment  analysed  the  case  of  Ytmne  v.  GroU  it  would 
have  been  more  apparent  Uiat  the  principles  of 
SeMfield  V.  EMdtsbfiromgM  were  correctly  applied  to  the 
case  of  banker  and  customer.  Agreeing  with  the  judgment 
delivered  in  the  High  Court  of  Australia,  the  judgment  of 
the  Judicial  Committee  may  in  a  sense  be  said  to  incor- 
porate the  jTidgment  of  the  High  Court  as  part  of  itself. 
The  High  Court  pot  its  finger  on  the  weak  point  in  Young 
V.  GroU — that  the  Court  which  decided  that  case  was 
already  boond  by  a  finding  of  negligence  (i  Commonw. 
LR.,  at  p.  648) — and  it  is  only  by  attending  to  this 
peculiaiity  of  the  case  that  it  is  seen  to  be  no  authori^ 
vfaatever  for  the  doctrine  that  tiie  dxawor  of  a  cheque  must 
at  his  peril  see  that  do  additional  wtods  can  be  written 
into  it 

[T)u  Sffliahrs*  Journal.) 


"-^r  R.  E.  Emsom  ft  Co.,  of  a6  Badge  Row,  Cannon 
Street,  E.C.,  announce  ttutt  they  have  taken  Mr.  Fkanx  R. 
iMsan,  the  scm  of  thdr  principal,  into  partnership. 


failures  wMb  Stlto  ot  Sate  tn  Bnoland 
ant)  HQlates. 


AccoRDiNo  to  Kmp'i  MtrcanUU  GtuttU,  the  total  number 
of  commercial  failures  recorded  In  England  and  Wales 
during  the  week  ending  Friday,  Sept.  7th,  was  15a,  via.: — 
New  Bankruptcy  Proceedings  published  in  the  London  Cautte, 
70 ;  Deeds  of  Arrangement  registered,  82. .  The  respective 
numbers  in  the  corresponding  week  of  last  year  were: 
Bankruptcies,  76;  Deeds  of  Arrangement.  64— total,  140; 
being  an  increase  of  12.  The  total  number  of  commercial 
failures  recorded  during  the  36  weeks  of  the  present  year  is 
5,798 ;  the  total  number  recorded  in  the  corresponding  36 
wedis  of  last  year  was  6,173,  showing  a  decnease  of  373. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Sept.  7th,  was  113.  The  number  In  the  corresponding  week 
of  last  year  was  137,  showing  a  decrease  of  23.  The  total 
number  filed  during  the  36  weeks  of  the  present  year  is 
3,271 ;  the  total  number  filed  in  the  corresponding  36  wedts 
of  last  year  was  3,788,  showing  a  decrease  of  317. 


Debentures. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
Friday,  Sept.  7th,  amounted  to  ^^657,769,  way  of 
addition  to  /334,ioo,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ;fi,354.34i.  showing  a  decrease  of 
;^6g6,572.  The  total  amount  registered  during  the  36 
weeks  of  the  present  year  was  £S9A^7,67^  (in  addition  to 
the  issues  in  previous  ytan  by  the  same  companies),  as 
compared  with  /56,769,66i  for  the  corresponding  36  weeks 
in  1903,  showing  an  inoease  of  j£ 2,438,013. 


No  FUNXRAL  ExPBNSBS.— A  tsstatcff's  estate  was  being 
administered  in  Chanceiy.  and  the  chief  clerk  pcdnted  out  that 
no  ram  bad  been  mentioned  In  the  usual  afBdavIt  as  having 
been  Iidd  out  in  foneral  expenses,  and  declined  to  proceed  till 
this  had  bean  rectified.  Invain  did  the  solicitor  try  to  explain; 
the  chief  clerk  adjourned  the  matter,  and  would  listen  to  no 
explanations.  "  There  must,"  be  said,  "  be  some  funeral 
expenses,  and  these  must  be  set  down  and  a  receipt  Aown."  At 
last  the  matter  was  adjoonted  to  the  Judge,  irtien  the  Hollowing 
eolloqay  took  place:  "Hr.  A.,  my  chief  cleric  tells  me  that  you 
"  decline  to  furnish  an  aoeount  of  (he  fimeral  expenses.  What 
"  is  7our  explanation  ot  tiiis  ?  "  "  M'lod,  I  have  tried  to  tell  the 
"chief  clerk  many  times,  as  m'friend  hare  knows,  but  he  has 
"  never  allowed  me  to  explain."  "  Well,  Ur.  A.,  wliat  is  the 
"explanation?"  "M'lud,  there  art  no  funeral  expenses;  the 
"  testator  was  eaten  b^  a  crocodile  in  India." — From  "  P<TjO." 


312 


THE    ACCOUNTANT        September  15,  1906. 


The  Profession  in  Scotland. 


Obltnary. 

The  death  occurred  in  Aberdeen,  on  the  9th  inst-i  of 
Mr.  William  Milne,  C.A.,  senior  partner  of  Messrs.  Milne 
ft  Mitroy,  C.A.,  Aberdeen.  The  deceased,  who  was  in  his 
seventy-fourth  year,  had  been  in  feeble  health  for  the  last 
four  or  five  years,  and  for  some  time  had  been  quite 
incapacitated  from  all  professional  work.  About  a  fort- 
night before  his  death  he  had  a  stroke  of  paralysis.  Mr. 
Milne  was  a  native  of  the  city  of  Aberdeen,  and  was 
.educated  at  Robert  Gordon's  College.  He  began  his  pro- 
fessional career  with  the  late  Mr.  William  Ross,  advocate, 
Belmont  Street,  serving  an  apprenticeship  as  an  account- 
ant. With  the  view  of  gaining  wider  experience  he  went 
to  Edinburgh  in  1856,  and  entered  the  office  of  Messrs. 
Lindsay,  Jamieson  &  Ilaldane,  and  was  for  several  years 
confidential  clerk  to  the  late  Mr.  Auldjo  Jamieson.  Mr. 
Jamieson,  in  1863,  appointed  him  factor  on  Lord  Huntly's 
estates  during  his  T..ordship's  minority,  and  he  continned  to 
act  as  factor  until  1897,  when  he  was  succeeded  by  his 
partner,  Mr.  Robert  -Milroy.  In  1863  be  started  business 
nn  his  own  account  in  Aberdeen,  and,  in  association  with 
the  late  Mr.  James  Meston,  was  the  founder  of  the  Aber> 
■deen  Chartered  Accountants*  Society  in  1867.  In  r873  Mr. 
Milne  joined  the  late  Mr.  Marquis  and  Mr.  Harvey  Hall 
as  a  partner  and  the  firm  became  known  as  Marquis,  Hall 
&  Milne.  This  partnership  lasted  until  1888,  when  it  was 
dissolved,  and  the  deceased  carried  on  business  on  his 
own  account  until  1897,  when  he  assumed  as  partner  Mr. 
Robert  Mtlroy,  who  had  been  in  his  employment  since 
1880.  '  Mr.  Milne  held  many  important  professional 
appointments  io  Aberdeen  and  the  North,  and  was  auditor 
of  the  accounts  of  the  Police  Department  of  the  city.  He 
was  pre-deceased  by  Mrs.  Milne  in  1902. 


Oanaral  Examlnliitf  Board  of  the  Beottiih  floatoilM. 


Tha  General  Examining  Board  have  issued  a  new 
Syllabus  of  Examinations,  which,  however,  does  not  come 
into  operation  until  after  the  examinatdons  to  be  conducted 
in  December  of  this  year. 

the  principal  change  is  in  the  Preliminary  Examination, 
where  either  Latin,  French,  or  German  is  now  made  a 
compulsory  subject.  There  are  thus  four  compulsory 
subjects  instead  of  three,  as  formerly,  and  other  two 
subjects  which  may  be  selected  from  a  list  of  four. 

In  the  Intermediate  Examination  the  Algebra  paper  will 
include  "Annuities  Certain,"  and  Paper  No.  4  "Prteift- 
writiiig,"  along  with  Comspoiideiice. 

Ia  the  Second  Division  oi  the  Final  Examination  "  The 


Principles  of  Cost  Aocounti "  has  been  incladad  in  ^per 
No.  s,  and  "Statements  for  loconu'taz  Ratoxni  aad 
Claims  "  In  Paper  No.  8. 


I.ORD  Charlbs  AMD  Tom  Fat.— Lord  Charles  Beredbcd, 
many  years  ago,  says  a  writer  ia  CasstlTi  Magaiint,  suffered 
considerable  loss  at  the  hands  of  a  Chinese  servant  named  Tom 
Fat.  In  the  course  of  a  speech  in  the  House  of  Commons  he 
b^>pened  to  be  pleading  for  toleruion  for  fbrei|;n  reiigfons, 
saying,  in  his  cbaraeleristie  manner,  that  a  Chiaanian  tiad  as 
good  a  chance  io  the  future  life  as  he  had,  when  a  nwnher 
interjected  the  question,  "  What  about  Tom  Fkt  ? "  Lord 
Charles  Beresfbrd  was  equal  to  the  occasioo.  He  immediafesly 
replied,  "  Tom  Fat  will  be  in  the  Are ! " 


Sanit  Itate  of  IHsconiU. 


April  5th  igo6   3^ 

May  4th   4% 

June  aist   3j% 

Sept.  liQy   4% 
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BxtnctfroDiilttMMiV,  bjLAwiBMCB  R.  Dicuxb,  P.CJL 
{Pott  190) 

Ltetuftl  pcoMOt  Mine  iMhK  vedal  fefttiirw.  The  goodwill 

to  die  Qoonae  girea  the  Ichb  or  frsebold  of  licensed  pram  It—  " 
■  nazket  nloe  greeXly  in  exeeM  of  thelt  resl  Tmlua  as  bnUdlogB.  To 
be  pcopcrljoon^end,  the  nlna  of  tlie  premliei  and  tbe  liceoie  aatat 
be  tefutud.  The  lormer  shonld  be  depradaled  In  the  oanel  wa j, 
^vtag  the  license  alone  to  be  considered.  A  license  on  freehold  pre- 
mises does  not  depredate,  but  a  license  on  leasehold  premises  passes 
away  wilb  the  premises  and  mast  therefore  be  depreciated  like  a  lease. 
AHcensemaTnt  ftny  time  be  lost— either  far  miMntdDct  or  far  norofr 
soil  iwn  this  la  ft  eondzvencT  ootslde  tbe  of  depredattoo.  It 

■nl0«n«.bavcavidadai*lnat  ^  tmaniios,  ^dob  maid  ippfM 

m}M  ft  OKMt  pndent  ooorse  to  adapt. 

Foe  fan  pudenkn  fts  to  UOBHIBI  HIUEUOE  appty  M- 

nu  UGENSES  INSURANCE  COBPORATIOH 
AND  GUARANTEE  FUND.  Limited. 
t4  inORBATE  STREET,  LOHDOh. 


Lleaiued  Pruportf. 


UeattMS  loMtred  and  Loans  and  Debentures  on 
Ucenied  Property  9/i  every  description  cuaranteed. 

Tht  Capltalluii  VafiM  of  Vie  BoodwUl  of  a  LloBnud  Bmlnea 
k  the  raJua  of  tha  lloaasd,  utd  may  be  estimated  upon  a  mere 
HbenI  basis  ff  the  license  li  Insured. 


THE  CENTRAL  (UHEMPLOYEO)  BODY  FOR  LONDON* 

APPOINTMENT  OF  ACCOUNTANT. 
fHE   Central    (Unemployed)  Body    for    London  are 
prepared  to  receive  applications  for  the  appointment  of 
an  Accotmtut  at  a  salary  of  £25/0  per  annum,  riung 
to  ^300. 

The  candidate  mast  be  a  fnlly  qualified  Accountant,  who 
mast  give  his  whole  time  to  the  work,  and  must  be  compe- 
tent to  take  entire  charge  of  the  accounts  of  a  Public 
Authority,  inclnding  preparation  for  the  Local  Government 
Board  audit. 

Applications  must  be  made  on  a  printed  form,  which  can 
be  obtained,  together  with  a  statement  as  to  the  conditions 
of  appointment  and  duties,  from  the  Clerk,  and  must  be 
accompanied  by  not  more  than  three  recent  testimonials. 

Applications  to  be  sent,  on  or  before  12  o'clock  noon  on 
Saturday,  September  2gth  1906,  addressed  to  the  Clerk, 
Central  (Unemplojred)  Body  for  London,  165  Temple 
Chambers,  Temple  Avenue,  London,  E.C..  and  endorsed, 
"Application  for  Accountant." 

Canvassing,  either  directly  or  indirectly,  any  member  of 
tbe  Central  Body  will  be  held  to  disqualify. 

By  Order,         H.  R.  Mavnard, 

Clerk  to  the  Central  (Unemployed) 

Body  for  London. 


Wheatley  Kirk,  Price  &  Co., 

(KSTABUSaU)  189(4 

Valuers,  auctioneers  ft  arbitrators 

OF  EVERY  DESCRIPTION  OF 

WORKS,  PLANT,  MACHINERY,  ft  STOCK. 


pamioDieAL  valuatiohs  at  sfmcial  JUrn 

AHNUAL    INSPECT  loss    FOR    D  K  fK  KC  t  AT  lOH . 

SALts  or  womxs  my  privatm  Thkaty. 
PABTWSJUJiira  iJf  ENOiMsn/jia  PKOFMsmtoK  ABUJiraa» 


46  Watling  Street,  London,  E.0 

and  ALBERT  SQUARE,  UANCHESTES. 
TCLBFHONS  ifin  Bakk,     TaLEORAMS—" INDICES,  LONDON.' 


paU.  1891. 


GUARDIAN 

assurance  company,  Liuitbdl 


FIRE,    LIFE,  ACCIDENT, 

AND   BURGLARY  INSURANCE 


Total  Funds  over  £5,000,000. 


Head  OrFicE:— 11  LOMBARD  STREET,  LONDON. 
Law  Courts  Branch  :— 21  FLEET  STREET. 


XeaMna  Brttcles. 


Gerard  van  de  Llnde,  Esq.,  P.C.A. 


^OME  little  time  ago  we  were  requested  by 
several  coirespondents  to  include  the 
portrait  of  Mr.  van  de  Linde  in  the  pictorial 
series  which  have  been  appearing  for  some 
time  past  in  our  columns,  and  we  have  now 
pleasure  in  complying  with  the  request,  ^li^e 

^  ,  ,        ,  D^itizeclbyV^P0Q.lC 

should    have  thought,  however,  that  wew 
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students  would  be  unacquainted  with  the 
physical  lineaments  of  Mr.  van  de  Linde, 
and  fewer  still  unfamiliar  with  his  name. 
Certainly  no  one  has  been  so  prolific  in  respect 
of  lectures  as  the  subject  of  our  illustration, 
and  few  have  been  so  generous  in  gifts  to  the 
Chartered  Accountants'  Benevolent  Associa- 
tion. To  enumerate  some  of  the  subjects 
Mr.  VAN  DE  LiNDE  has  dealt  with  on  behalf  of 
the  students,  mention  must  be  made  of — 

The  Prepaiation  and  Audit  of  Income  and  Expenditnre 

Accoants. 
The  Biography  of  a  Lloyd's  Policy. 
A  Merchant's  OfiSce. 
Marine  Insurance. 
Collieries. 

A  Merchant's  Accounts. 

The  Preparation  and  Audit  of  the  Accounts  of  Income 

and  Expenditnre  relying  to  Charitable  Institutions. 
Company  Work. 
Bookkeeping. 
Secretarial. 

A  Chartered  Acconntant's  Office. 

The  Articled  Clerk, 

The  Audit  of  Banks  and  Mercantile  Firms  (with  or 
withont  Branches  at  home  or  abroad). 

the  whole  comprising  a  series  of  lengthy, 
well  thought-out  papers  read  at  the  meetings 
of  the  various  Students'  Societies  throughout 
the  Kingdom,  and  appreciated  not  only  by  his 
immediate  hearers  but  by  embryo  accountants 
throughout  the  Colonies.  These  papers  have, 
doubtless,  been  a  very  heavy  burden — willingly 
borne,  however — and  have,  moreover,  involved 
the  author  in  a  voluminous  correspondence 
which  must  have  been  a  severe  tax  on  the  time 
of  a  busy  practitioner.  Considerations  of 
health  have  compelled  him  to  appear  less 


frequently  than  of  yore  before  the  students, 
but  his  good  wishes  are  still  with  them. 
Mr.  VAN  DE  LiNDE  is  chief  of  the  firm  of 
GERARD  VAN  DE  LiNDE  &  SoN,  Chartered 
Accountants,  50  Gracechurch  Street,  E.C., 
and  is  in  his  sixty-sixth  j'ear.  Severe 
bereavements,  with  which  our  readers  are 
sympathetically  cognisant,  have  had  a  mellow- 
ing influence  on  a  heart  exceptionally  kind. 


The  Relative  Value  of  B.Sg.  and  B.Coni. 
Decrees. 


|U[UCH  interest  attaches  to  the  letters  that 
^■^^  have  appeared  in  our  Correspondence 
columns  under  this  heading  during  the  past 
two  months,  indicating,  as  they  do,  not  merely 
that  the  more  progressive  of  our  Universities 
are  laying  themselves  out  to  provide  courses  of 
practical  value  to  business  men,  and  especially 
to  professional  accountants,  but  also  that  some 
at  least  of  these  latter  are  beginning  to  duly 
appreciate  the  advantages  offered. 

It  seems  to  us  that  while  a  discussion  of  the 
question  of  the  relative  merits  of  the  London 
degree,  B.Sc.  (Economics),  and  of  the  B.Com, 
degree  granted  by  the  Birmingham  and  Man- 
chester Universities  may  be  of  considerable 
academical  interest,  it  can  be  of  but  little 
practical  importance  to  anyone  who  may  be 
considering  the  desirability  of  entering  himself 
for  the  courses  leading  to  one  of  these  degrees. 
It  is,  of  course,  generally  admitted  that  a 
degree  of  the  University  of  London  is  harder 
to  get  than  that  of  any  other  University,  so  far 
as  the  question  of  difficult  examination  papers 
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is  ccoiceraed,  but^  on  the  other  hand,  the  value 
of  a  University  d^ree  is  by  no  means  confined 
to  its  testimonial  of  the  ability  of  its  holder  to 
come  up  to  a  certain  examination  standard, 
and  so  far  as  the  external  students  of  the 
University  of  London  are  concerned,  the 
Londcm  d^ree  guarantees  nothing  but  the 
examination  standard,  inasmuch  as  there  is  no 
common  tuition  and  no  common  residence. 
Tuition  leading  up  to  the  London  degree  can, 
of  course,  be  obtained  at  the  London  School 
of  Economics,  at  King's  College,  and  at 
University  College,  but  it  is  not  compulsory 
upon  candidates  for  degrees,  nor  is  it  necessary 
that  even  the  internal  students  should  take 
advantage  of  such  limited  opportunities  for 
social  intercourse  as  the  teaching  colleges 
provide.  A  London  degree  standing  alone  is 
thus  an  excellent  testimonial  of  intellectual 
ability,  but  no  testimonial  at  all  as  to  character, 
osiog  the  terra  as  implying  something  very 
much  more  than  mere  respectability. 

On  the  other  hand,  both  Birmingham  and 
Manchester  are  new  Universities,  and  until  a 
larger  number  of  graduates  have  been  admitted 
it  Kill  be  difficult  to  gauge  the  practical  or 
commercial  value  of  the  degree  that  they  are 
able  to  grant,  for  in  the  long  run  the  value  of 
any  degree  is  that  which  is  imparted  to  it  by 
the  graduates  collectively  rather  than  by  the 
University  itself.  At  Birmingham  all  the 
advantages  of  the  residential  system  obtaining 
in  the  cdder  universities  are  available,  although 
they  are  compulsory  only  to  a  limited  extent, 
whereas  at  Manchester  the  degree  in  Commerce 
HTMild  appear  to  be  one  that  is  open  to  the 
practicaJ  business  man  to  take  by  diligent 
stady  in  his  spare  time  without  interfering 
with  his  daily  avocations.  Such  an  arrange- 
meut  00  doubt  simplifies  enormously  the  task 


of  the  teaching  stafT,  but  it  appears  to  present 
all  the  disadvantages  of  the  London  course 

without  the  corresponding  advantage  of  an 
examination  which  is  of  universally  acknow- 
ledged severity. 

As  we  have  already  stated,  however,  these 
comparisons  are  of  but  little  practical  value,  in 
that  presumably  the  majority  of  would-be 
graduates  will  determine  their  choice  almost 
exclusively  upon  local  conditions — that  is  to 
say,  in  the  majority  of  cases  those  residing  in 
the  neighbourhood  of  London  will  find  it  most 
convenient  to  study  for  the  London  degree, 
while  students  for  Birmingham  and  for  Man- 
chester will  doubtless  be  recruited  largely  from 
their  respective  neighbourhoods.  In  the  nature 
of  things  it  is  only  the  man  who  is  able  to 
devote  the  whole  of  his  time  to  study  who  can 
do  otherwise. 

As  to  the  matriculation  difficulty,  while 
sympathising  with  the  correspondent  who 
finds  in  this  requirement  an  insuperable 
barrier,  which  he  considers  ought  in  his  case 
to  be  removed  in  consequence  of  his  having 
passed  the  Preliminary  Examination  of  the 
Institute  of  Chartered  Accountants,  we  may 
point  out  that  while  no  doubt  it  is  in  most 
cases  only  fair  to  deal  exceptionally  with 
exceptional  circumstances,  it  is  putting  matters 
quite  the  wrong  way  round  to  expect  an 
educational  institute  to  accept  as  equivalent 
to  its  own  an  examination  on  general  educa- 
tion prescribed  by  a  non-educationa!  body. 

The  tendency  of  the  present  day  is  in  the 
direction  of  making  the  leaving  examination  of 
good  schools  tantamount  to  matriculation,  and 
this  would,  of  course,  satisfactorily  solve  the 
difficulty  so  far  as  the  future  is  concerned.  All 
that  the  University  requires  is  to  1)6  prtitgctSd 
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against  wasting  its  time  upon  entirely  unprofit" 
able  material,  and  it  therefore  requires  all 
students  to  pass  an  examination  which  is 
evidence  of  having  received  and  having  profited 
by  a  good  general  education.  The  Institute 
of  Chartered  Accountants  and  other  similar 
bodies  ought,  one  would  imagine,  to  be  able 
to  dispense  in  practice  with  a  preliminary 
examination,  inasmuch  as  at  all  events  the 
great  majority  of  would-be  articled  clerks 
should  have  had  a  sufficiently  good  general 
education  to  have  enabled  them  in  the  ordinary 
course  of  events  to  pass  one  or  other  of  the 
examinations  which  will  entitle  them  to 
exemption  from  the  Preliminaiy.  It  is 
indeed  remarkable  that  so  small  a  propor- 
tion of  articled  clerks  should  be  thus  entitled 
to  exemption,  but  in  the  long  run  we 
feel  sure  that  the  course  of  events  will 
tend  in  the  direction  of  substituting,  under 
suitable  safeguards,  school-leaving  examina- 
tions for  both  Preliminary  and  Matriculation 
Examinations.  In  that  way  an  altogether 
unnecessary  amount  of  overlapping  would  be 
avoided,  and  for  the  future,  at  least,  the  hard- 
ship of  the  man  who  in  later  life  wishes  to 
return  to  a  scholastic  career  will  be  altogether 
avoided.  In  the  meanwhile,  we  are  afraid  that 
the  difficulty  must  be  faced  in  exactly  the 
same  way  that  the  Preliminary  Examination 
of  the  Institute,  or  its  equivalent,  has  to  be  faced 
by  men  of  all  ages  who  now  seek  to  be  articled 
to  Chartered  Accountants  as  a  preliminary  to 
securing  membership  to  the  Institute. 


Secret  Reserves. 

'PHE  article  on  Hidden  Reserves  which  we 
^    reproduce  this  week  from  the  columns  of 
Tlie  Manchester    Guardian,  is    of  sufficient 


interest  to  justify  us  in  reopening  the  discus- 
sion which  appeared  in  these  columns  a  month 
or  so  since.  The  line  taken  by  our  coptem- 
porary  is  more  practical  than  that  ordinarily 
observed  by  a  daily  newspaper,  and  indeed  we 
should  probably  not  be  far  wrong  if  we 
hazarded  the  guess  that  The  Manchester 
Guardian  is  indebted  for  its  views  to  some 
local  member  of  the  accountancy  profession. 
If  this  be  so,  however,  so  far  at  least  as  our 
readers  are  concerned,  it  merely  enhances 
interest  in  the  article  in  question. 

While  admitting,  as  all  practical  persons 
must  admit,  the  necessity  of  some  form  of 
Secret  Reserve   in  all   properly  conducted 
business  undertakings,  our  contemporary  points 
out  that  the  Birmingham  Small  Arms  Com- 
pany, in  the  case  that  has  recently  attracted 
attention,  sought  to  carry  the  position  a  step 
further,  in  that  they  wished  to  have  power  not 
only  to  build  up  a  fund  in  this  way,  but  also 
to  make  special  payments  from  it  without 
disclosure  to  the  shareholders.  This  is,  indeed, 
the  crux  of  the  whole  matter.    All  reasonable 
persons  must  admit  the  desirability  of  allowing 
directors  to  reserve  profits,  and  must  permit 
them  a  reasonable  discretion  as  to  how  far  the 
existence  of  such  Reserves  shall  be  disclosed. 
What  was  objected  to  in  the  B.  S.  A.  scheme 
was  the  power  proposed    to  be  given  to 
directors  to  deplete  this  Reserve  not  merely 
without  the  knowledge  and  sanction  of  the 
shareholders,  but  without  the  shareholders 
having  under  any  conceivable  circumstances 
the  right  to  ask  for  information  upon  the 
matter,    either    from  the  directors  or  the 
auditor,  both  of  whom  are,  of  course,  in  vary- 
ing degrees,  the  servants  of  the  shareholders. 

In  a  letter  which  appeared  in  these  columns 
OD  the  nth  ult.,  Mr.'  Er^C  At^CXifete,  F.C.A., 
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while  very  properly  drawing  attention  to  the 
fact  that  in  one  way  or  another  well  managed 
companies  will  always  have  Secret  Reserves, 
appears  to  have  somewhat  misapprehended 
some  of  the  points  at  issue — or  at  all  events 
one  of  the  points  at  issue.  He  accused  us 
of  entirely  overlooking  the  fact  that  directors 
can  just  as  easily  employ  the  general  funds  of 
a  company  as  the  secret  funds  for  the  purpose 
of  paying  corrupt  bribes,  adding  that  share- 
holders have,  as  a  rule,  no  right  to  call  for  an 
account  of  any  expenses  incurred  by  a  com- 
pany, whether  internal  or  otherwise.  It  is,  of 
course,  quite  true  that  the  accounts  ordinarily 
submitted  to  shareholders  are  summarised,  and 
that  there  is  thus  no  insuperable  obstacle  to 
prevent  those  who  may  be  so  minded  from  so 
stating  the  accounts  that  expenditure  which  it 
is  desired  to  conceal  may  be  hidden  away 
under  misleading  headings,  so  that,  although 
it  is  accounted  for  as  a  matter  of  figures,  its 
existence  remains  unsuspected.  This  may  be 
done  either  by  a  skilful  grouping  of  the  various 
items  of  expenditure  debited  to  Profit  and 
Loss  Account  or  by  the  entire  suppression  of 
that  very  useful  document.  But,  although  it  is 
possible  to  thus  conceal  expenditure  made  out 
of  the  general  funds  of  a  company  from  its 
published  accounts,  it  is  clear  that  this  act  of 
concealment  by  the  directors,  so  far  from 
authorising  the  auditor  in  observing  an  equal 
reticence,  imposes  upon  him  the  duty  of 
specially  drawing  the  attention  of  the  share- 
holders to  those  matters  which  he  thinks  it 
□ecessary  to  bring  to  their  knowledge  that  are 
□ot  fully  and  fairly  disclosed  upon  the  face  of 
the  accounts  as  issued.  If  it  came  to  the 
notice  of  an  auditor  that  any  of  the  general 
huds  of  a  company  were  employed  in  corrupt 
Wibes,  or  otherwise   improperly,  it  would 


clearly  be  his  duty  to  report  the  fact  to  the 
shareholders. 

But  if  the  articles  of  association  of  a  com- 
pany give  its  directors  power  to  employ  the 
Secret  Reserve  in  whatever  manner  they  may 
in  their  absolute  discretion  think  fit,  and  pre- 
clude the  auditor  from  giving  any  information 
with  regard  to  the  matter  to  the  shareholders, 
then  clearly  if  such  provisions  be  not  ultra  vires 
the  tongue  of  the  auditor  is  tied,  and  he  is 
prevented  by  the  company's  own  regulations 
from  discharging  his  statutory  duty.  If,  as 
Sir  Robert  Finlay  sought  to  urge,  such  a 
provision  in  the  articles  of  association  must  be 
taken  as  being  effective  only  to  the  extent  that 
it  does  not  interfere  with  the  statutory  duty  of 
the  auditor,  but  is  effective  up  to  that  unknown 
and  highly  problematical  point,  then  it  seems 
to  us  that,  to  say  the  least  of  it,  an  unnecessary 
and  altogether  onerous  duty  is  thrown  upon 
the  auditor  of  carefully  distinguishing  between 
what  is  and  what  is  not  such  a  malversion  of 
trust  funds  as  may  absolve  him  from  com- 
pliance with  the  prohibition  contained  in  the 
articles  of  association.  We  may  point  out, 
however,  that  this  is  really  the  beginning  and 
not  the  end  of  the  matter.  In  considering  a 
clause  of  this  description,  one  has  to  deal  with 
it  not  as  to  how  it  will  probably  work  out  in 
practice,  assuming  that  all  attendant  circum- 
stances, including  the  personnel  of  the  board,  are 
in  its  favour,  but  how  it  might  be  reasonably 
expected  to  work  out  in  practice  under  normal — 
or  even  under  adverse — circumstances.  We  do 
not,  as  our  correspondent  appears  to  imagine, 
suppose  that  directors  are  greater  rogues  than 
shareholders  or  any  other  class  of  persons,  but 
we  do  think  it  undesirable  that  any  class  of 
persons  who  occupy  the  position  of* accotmting 
parties  should  be  altoge^!iier^  aiia  irrevraoly 


318 


THE   ACCOUNTANT    '    September  22,  1906. 


exempted  from  those  safeguards  which  experi- 
ence has  shown  it  is  necessary,  in  the  interests  of 
the  public,  should  be  imposed  upon  them. 

Before  concluding,  however,  we  should  like 
to  point  out  that  in  actual  working  such  a 
provision  in  articles  would,  we  think,  in  all 
probability  be  found  to  absolutely  preclude 
the  possibility  of  an  effective  audit  of  payments 
out  of  the  Secret  Reserve.  Save  in  those  cases 
where  the  audit  is  redundant  because  every- 
thing is  absolutely  in  order,  the  object  of  an 
audit  is,  we  need  hardly  remind  our  readers,  to 
enable  irregularities  to  be  detected ;  and  if  it  is 
going  to  be  taken  for  granted  that  the  persontul 
of  the  board  is  such  as  to  preclude  the  possi- 
bility of  irregularities,  then,  as  we  have 
already  pointed  out,  the  sooner  that  assump- 
tion is  made  candidly,  and  carried  to  its  logical 
conclusion  of  abolishing  the  audit  altogether, 
the  better  for  all  parties  concerned,  for  an 
illusory  safeguard  is  undoubtedly  worse  than 
no  safeguard  at  all.  Assuming,  then  (as  it  is 
necessary  to  assume  for  the  proper  discussion 
of  this  point,  and  as  may,  we  imagine,  be 
assumed  without  the  least  reflection  upon  the 
board  of  the  Birmingham  Small  Arms  Com- 
pany, Lim.,  or  any  other  individual  company), 
that  a  particular  board  is  desirous  of  appropri- 
ating some  portion  of  its  Secret  Reserve  for  an 
improper  purpose — be  it  the  payment  of  a 
corrupt  bribe,  investment  in  companies  in 
which  individual  directors  are  personally 
interested,  in  payment  of  additional  directors' 
fees,  or  of  loans  to  individual  directors  without 
adequate  security — if  the  directors  possess  the 
power  to  employ  these  funds  in  whatever 
manner  they  in  their  discretion  may  think  fit, 
it  is  clear  that,  so  far  as  the  audit  of  such  a 
fund  is  concerned,  the  only  authority  and 
voucher  that  the  auditor  would  be  entitled  to 


ask  for  would  be  a  resolution  of  the  board 
voting  the  payment  and  the  acknowledgment 
of  its  receipt  by  the  payee  named  in  the  board 
minute.  The  auditor  would  have  no  power  to 
inquire  as  to  the  nature  of  the  payment,  and  if 
it  were  an  improper  one,  it  does  not  require 
very  much  experience  of  men  of  affairs  to  gauge 
the  probability  of  the  record  being  so  framed 
that  prima  facie  it  does  not  appear  to  be 
improper.  The  limited  inquiry  which  would 
alone  be  practicable  by  the  auditor  under  such 
circumstances  would  be  insufficient  to  disclose 
irregularity,  and  thus  the  hypothetical  case 
cited  by  Sir  Robert  Finlay  would,  it  may 
safely  be  assumed,  never  occur  in  practice. 

Lastly,  we  may  point  out  that  under  all 
ordinary  articles  of  association  it  is  competent 
for  shareholders  who  are  dissatisfied  to  appoint 
a  committee]of  investigation  to  inquire  into  the 
company's  affairs  generally,  and  in  particular 
to  examine  its  books  of  account.   It  seems  to 
us  very  doubtful  whether  the  accounts  relating 
to  the  disposal  of  a  Secret  Reserve  could  ever 
be  called  for  by  such  a  committee  in  the  face 
of  the  company's  article  that  was  challenged 
by  Mr.  Newton  in  the  Birminghatn  Small  Arnts 
Company*s  case.   To  obtain  such  an  investiga- 
tion it  would,  we  think,  be  necessary  to  alter 
the  articles  of  association  by  special  resolu- 
tion, and  this,  of  course,  means  that  a  very 
serious  difficulty  would  be  placed  in  the  way 
of  shareholders  who  desired  to  exercise  a  right 
that  they  undoubtedly  possess  under  all  normal 
articles. 

For  our  own  part,  while  freely  admitting,  as 
we  have  always  admitted  in  these  columns,  the 
desirability  and  necessity  of  Secret  Reserves  in 

reason,  we  cannot  bring  ourselves  to  the  view 
that  it  is  desirable  that  the  existence  of  these 
Reserves  should  be  formally  recogi^^  by  the 
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passing  of  some  such  addition  to  the  company's 
articles  of  association  as  that  now  in  question. 
The  practice  which  has  existed  for  very  many 
years  of  creating  such  Reserves  without  express 
authority  has,  we  think,  much  to  commend  its 
retention.  It  imposes  upon  those  responsible 
for  the  accuracy  of  the  accounts  presented  the 
duty  of  saying  that  these  Reserves  are  both 
necessary  and  reasonable,  and,  for  our  own 
part,  we  think  it  would  be  very  regrettable  if 
anything  were  to  be  done  to  absolve  accounting 
parties  from  this  duty. 


Company  Law  Reform  and  Stock  Exchange 
Abuses. 

Jn  our  Correspondence  column  last  week  will 
be  found  a  letter  which,  as  we  stated  in  a 
foot-note  appended  thereto,  raises  a  question 
which  we  think  well  worthy  of  further  dis- 
cassion,  although  we  are  unable  to  accept  all 
the  ^atements  made  by  our  correspondent.  It 
is,  we  think,  hardly  necessary  to  attempt  to 
apportion  blame  without  first  of  all  ascertain- 
ing whether  abuses  that  admittedly  exist  are 
preventable,  and  in  particular  can  be  prevented 
by  those  who  are  held  up  to  criticism;  but, 
however  that  may  be,  the  main  point  must  be 
admitted,  and  has  already  been  frequently 
drawn  attention  to  by  ourselves  in  past  issues, 
that  most  of  the  losses  of  the  public  through 
speculations  in  "wild  cat"  schemes  might 
have  been  avoided  had  there  been  no  Stock 
Exchange  dealings  in  the  shares  of  those  com- 
panies. It  is,  we  think,  beyond  question  that 
in  certain  cases  official  quotations  have  been 
granted  to  companies  which  had  not  complied 
with  the  conditions  precedent  thereto ;  and  in 
more  numerous  instances  there  have  been  con- 
sdeiable  dealings  on  the  Stock  Exchange  in 


the  shares  of  companies  which,  from  the  plain 
business  man's  point  of  view,  ought  never  to 
have  been  touched  by  the  Stock  Excluinge 
at  all. 

But  admitting  all  this  it  may,  we  think,  well 
be  asked  whether  it  is  reasonable  to  hold  the 
Stock  Exchange  Committee  or  individual 
members  responsible.  They  do  not  hold  them- 
selves out  to  the  public  as  censors  of  company 
promotion,  nor  do  they  in  any  way  suggest  to 
the  public  that  the  mere  fact  that  they  have 
bought  or  sold  shares  in  any  particular  com- 
pany on  behalf  of  a  client  is  to  be  taken  as 
implying  that  the  company  is  reputable  or  in 
any  way  suitable  either  for  investment  or 
speculation.  So  far  as  mere  dealings  go, 
stock-jobbers  are  like  other  merchants — ^that 
is  to  say,  they  lay  themselves  out  to  sell  that 
which  the  public  is  desirous  of  buying,  and  to 
buy  that  which  the  public  is  desirous  of  selling. 
They  owe  absolutely  no  duty  whatever  to  the 
public,  and  it  is  difficult  in  the  extreme  to 
suggest  any  serious  reason  why  they  should  be 
expected  to  refuse  to  deal  in  shares  which  the 
public  are  desirous  of  dealing  in.  The  position 
of  the  stockbroker  is,  of  course,  somewhat 
different.  He  is  employed  by  and  is  the  agent  of 
his  client  the  public,  and  it  thus  becomes  his 
duty  to  consider,  at  all  events  so  far  as  may 
be  practicable,  the  interests  of  his  principal. 
There  can  be  no  doubt  that,  in  general,  brokers 
discharge  this  duty  most  scrupulously,  often 
losing  good  business  by  advising  their  clients 
against  certain  investments  or  speculations 
which  they  would  otherwise  have  undertaken. 
But  it  is  not  every  client  who  is  open  to  such 
advice,  and  it  is  not  always  that  the  broker  is 
possessed  of  sufficient  knowledge  to  give  the 
necessary  warning.  He  has  no  si^ial  facili^s 
of  obtaining  information^^an^  i)[  would '£^ere- 
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fore  be  grossly  un&ir  to  impute  to  him  a  know- 
ledge of  the  position  and  prospects  of  each  of 
the  numerous  companies  in  which  he  deals. 
Unless,  therefore,  members  of  the  Stock 
Exchange  were  prohibited  from  dealing  in  ail 
stocks  and  shiares  until  an  oflicial  quotation  had 
been  granted,  it  seems  to  us  that  it  would  be 
quite  impracticable  to  pro^de  anything  that 
purported  to  be  a  more  effective  safeguard  to 
the  public  than  that  at  present  afforded  by  the 
disinterested  advice  which  every  broker  of 
repute  is  always  willing  to  give,  albeit 
gratuitously,  to  his  clients. 

Assuming  the  Stock  Exchange  Committee' 
were  to  make  a  regulation  limiting  the  dealings 
of  members  in  the  direction  just  indicated,  and 
assuming  that  regulation  to  be  binding  upon 
all  members,  the  next  point  that  calls  for 
inquiry  is  as  to  whether  such  a  restriction, 
would  have  any  practical  effect  as  preventing 
dealings  on  the  part  of  the  public  in  the 
shares  of  what  may  be  conveniently  called 
"  undesirable  "  companies.  This  question  only 
requires  to  be  considered  quite  superficially  to 
enable  it  to  be  answered  unconditionally  in  the 
negative.  The  public  does  not  dabble  in  the 
shares  of  rotten  companies  because  it  is  lured 
into  doing  so  by  dishonest  and  interested 
brokers,  but  because,  as  a  result  of  what  it  has 
heard  or  read  outside  the  Stock  Exchange,  it 
has  come  to  regard  these  particular  shares  as 
a  ready  means  for  making  money  quickly  with- 
out earning  it.  Probably  the  one  saving 
feature  in  the  whole  situation  is  that  in  the 
ordinary  course  of  events  the  speculator  goes 
to  a  respectable  broker.  If  all  respectable 
brokers  refused  to  undertake  such  busmess  it 
is  certainly  not  reasonable  to  suppose  that  it 
would  remain  unperformed.  The  Stock 
Exchange  would    be   quixotically  throwing 


away  a  substantial  portion  of  its  income,  but 
the  public  would  be  in  no  way  benefited,  in 
that  it  would  undoubtedly  get  its  business 
transacted  by  outside  brokers,  and  would  thus 
not  merely  be  swindled  by  dishonest  company 
promoters,  but  also  by  dishonest  keepers  of 
"bucket-shops."  At  the  present  time  those 
behind  these  market  rigs  think  that  they  can 
secure  their  purposes  best  through  the  medium 
of  the  Stock  Exchange;  but  if  that  opening 
were  barred  to  them  they  would  certainly  find 
other  means  of  attracting  the  public,  and  we 
question  whether  anyone  would  be  sufficiently 
optimistic  to  suggest  that  the  public  would  be 
the  better  for  the  alteration. 

With  regard  to  the  question  of  official 
quotations,  which  are,  of  course,  quite  a 
different  thing  from  an  ofiicial  settling-day,  it 
must  be  admitted  that — in  some  cases,  at  least — 
quotations  have  been  given  to  companies  where 
more  than  the  prescribed  maximum  of  shares 
remained  under  the  control  of  the  promoters. 
Such  quotations  can,  of  course,  only  have  been 
obtained  by  fraud,  and  it  would  certainly 
profitable  to  inquire  whether  more  effective 
steps  could  not  be  taken  to  prevent  a 
recurrence  of  frauds  of  this  description ;  but 
we  are  quite  opposed  to  our  correspondent's 
suggestion  that  a  qualified  accountant 
nominated  by  the  Board  of  Trade  should  be 
called  upon  to  examine  the  circumstances  of 
each  company,  and  report  as  to  whetl^r  or  not 
all  the  prescribed  conditions  have  hcea  com- 
plied with.  It  would  be  absolutely  impossible 
to  institute  any  inquiry  that  would  invariably 
detect  a  deliberate  fraud  cleverly  engineered  ; 
and,  that  being  so,  the  safeguard  that  such  an 
inquiry  would  purport  to  provide  would  be 
illusory,  and  in  consequence  most  dangerous. 
The  question  as  to  ti^t  additional  saefeguards 
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might  wnth  advantage  be  provided  is,  however, 
wdl  worthy  of  very  careful  consideration ;  and 
with  a  view  to  initiating  a  discussion  upon  this 
point  we  would  suggest  in  the  first  instance 
that  all  companies  intending  to  apply  for  a 
quotation  should  be  required  to  state  the  fact 
in  the  prospectus,  and  to  obtain  from  their 
respective  auditors  a  certificate  that  the  allot- 
ment of  shares  had  been  carried  out  under 
their  immediate  supervision,  and  that,  so  far  as 
they  were  able  to  ascertain,  they  had  every 
reason  to  suppose  that  the  various  allottees 
held  the  shares  standing  in  their  respective 
names  unconditionally,  and  free  from  the 
control  of  any  pool.  It  may  be  questioned, 
however,  whether  even  this  provision  would  be 
very  effective  in  practice  until  a  law  has  been 
passed  declaring  participation  in  any  pool 
having  for  its  object  the  inflation  or  depression 
of  the  market  price  of  any  shares  or  stocks  to 
be  a  criminal  conspiracy  to  defraud  the  public  ; 
and  it  wonld  certainly  tax  the  ingenuity  of 
lawyers  to  frame  an  Act  upon  these  lines  which 
would  remedy  abuses  which  all  straightforward 
persons  are  desirous  of  putting  down,  without 
at  the  same  time  so  interfering  with  legitimate 
transactions  as  to  render  the  conduct  of 
ordinary  and  proper  business  impossible. 


oaabtBHMd  anoonncement  of  the  CbrmatioD'^ 

Gaaprtttton.  of  a  South  Wales  Siemen's  Steel  Asso- 
ciation and  the  rumours  of  further  combination  among 
British  iron  and  steel  manufacturers  has  led  a  weekly 
ooounercial  cootemporary  to  put  on  record  some 
pecaliariy  interestiiig  facts  relative  to  the  working  of 
such  comUnatiau  in  Germany.  It  is  said,  and  we  can 
wen  lielieve  it,  that  industrial  syndication  is  more  com- 
plete, and  more  effective,  in  the  coal,  iron,  and  steel 
trades  of  Germany  than  in  any  other  class  of  industries 
io  any  conntiT— not  even  excepting  America.  All  the 


various  syndicates  are  either  sections  of  a  composite 
whole  or  work  in  harmony  therewith,  and  practically 
every  material  and  article  of  manufacture  is  thus  con- 
trolled. The  organisation  Is  said  to  be  perfect,  each 
of  the  works  in  the  syndicate  being  visited  by  a  com- 
mittee of  experts,  its  capacity  for  productioD  and 
aptitude  for  special  classes  of  work  is  ascertained,  and 
orders  are  received  and  allocated  by  the  central  office 
of  the  syndicate  so  as  to  prevent  waste,  overlapping,  and 
unnecessary  delay.  Prices  are  fixed  by  and  remittances 
mxtde  by  the  central  office,  which  is  also  able  to  use 
great  weight  when  transit  rate  problems  arise.  Then 
it  is  interesting  to  note  how  the  export  bounty  policy, 
inaugurated  in  Germany  in  1897,  has  worked.  The 
various  syndicates  supplied  their  associated  customers 
with  raw  materials  at  cheaper  rates  when  those 
'materials  were  required  for  the  manufacture  of  goods 
intended  for  export  than  when  needed  for  goods 
intended  for  home  consumption.  These  rates  were 
increased  or  decreased  in  accordance  with  the  home 
demand,  the  object  being,  of  conne,  to  secure  the  con- 
tinuous running  of  the  mills— as  our  contemporary 
puts  it,  "  dumping  abroad  rather  than  damping 
furnaces  at  home."  German  manufacturers  were 
therefore  enabled  to  sell  their  goods  in  this  country  at 
less  than  our  own  cost  price,  to  the  serious  detriment 
of  our  own  trade.  It  is  said,  by  way  of  example,  that 
the  German  Wire  Rod  S}mdicate  in  one  six  months* 
period  sold  33,000  tons  at  home  at  a  profit  of  £5Bjooo, 
and  ig,ooo  tons  abroad  at  a  loss  of  £^2,000.  The 
bounties  as  recently  as  last  year  were  as  much  as 
IS.  6d.  per  ton  of  coal,  4s.  lod.  par  ton  of  pig  iron,  15s. 
per  ton  of  semi-finished  steel,  and  sos.  per  ton  on 
shapes.  Now,  however,  as  the  vigorous  home  demand 
is  taxing  the  capacity  of  Germany's  furnaces  to  the 
utmost,  this  bounty  policy — so  long  and  so  cleverly 
maintained — has  been  dropped,  giving  our  own  manu- 
&cturers  a  long  looked-for  chance.  Let  us  hope  that 
they  will  accept  it— the  move  in  the  way  of  combina- 
ticm  is  at  any  rate  a  ffiov«,  and  that  is  much  better  than 
standing  still  waiting  until  the  German  bounty  policy 
comes  into  force  again,  as  it  assuredly  will  when  the 
home  demand  has  been  overtaken. 


LouMlnthe   The  statistical  summary  published  by 
Hmuttlc    Lloyd's  Register  shows  that  during  1905 
■ulna.      the  gross  reduction  in  the  effective 
mercantile  marine  of  the  world  amounted  to  8S3 
vessels,  of  792,354  tons,  excluding  all  vessels  under  100 
tons.  As  between  steam  and  iaSt  i£&  total  is  Prided 
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as  follows  :  382  vessels  were  steamers,  537,978  tons ; 
501  sailing  vessels,  264,376  tons.  Casualties  under  the 
generic  phrase  "  wrecked  "  are  the  most  prolific  cause 
of  disaster,  the  percentages  being  416  in  the  case  of 
steamers,  and  41-3  as  regards  the  losses  of  sailing 
vessels.  The  percentage  of  steamers  lost  by  the 
United  Kingdom  was  1-34,  while  the  average  percen- 
tage of  the  British  Colonies,  the  United  States,  France, 
Germany,  Italy,  and  Norway  was  1*55,  the  figures  as 
regards  sailing  vessels  being  3*37  per  cent,  and  4*74  per 
cent,  respectively.  Those  who  go  down  to  the  sea  in 
ships  will  note  the  large  proportion  of  disasters  among 
sailing  vessels. 


■omtt  Qoalnt  these  hustling  go-ahead  days  there 
lasaruM  Bliki.  is  apparently  nothing  that  cannot  be 
insured,  and  some  of  the  risks  mentioned  by  a  well- 
known  broker  at  Lloyd's  in  an  interview  with  The 
Tribune  representative  are  certainly  quaint  enough  in 
all  conscience.  For  instance,  we  are  told  that  it  is  by 
no  means  an  nncommon  thing  for  the  managers  of  a 
race  meeting  or  a  cricket  match  to  insure  against  their 
receipts  being  diminished  in  the  event  of  rain.  Another 
feature  is  the  Insuring  of  the  lives  of  reigning  monarchs 
and  public  men,  while  losses  from  earthquakes  and 
hurricanes,  and  even  war  and  revolutions,  are  con- 
udered  quite  ordinary  business.  Among  recognised 
curiosities  may  be  mentioned  the  case  of  an  impecu- 
nious peer,  who,  in  order  to  secure  a  loan  from  a 
cautious  money-lender,  insured  his  marriage  to  the  lady 
in  question,  while  another  individual  insures  against  a 
rise  In  the  price  of  bis  cigars  I 


a  dmilar  action,  under  dmilar  drcomstances,  been 
brought  in  ttiis  country. 


PwFtnenhipi  ud  A  corporation  and  a  partnership 
PromlMory  Hotaa.  signed  (in  the  order  named)  as  joint 
makers  of  a  promissory  note,  which  came  iuto  the 
hands  of  a  holder  in  due  course.  His  attempt  to 
enforce  it,  however,  resulted,  says  a  financial  contem- 
porary, in  a  decision  by  the  United  States  District 
Court  of  Texas  that  the  fact  of  the  note  being  jointly 
made  by  a  corporation  and  a  partnership  amounted  (o 
notice  that  the  transaction  "  was  not  one  in  the  usual 
'*  and  ordinary  course  of  borrowing  money  for  paxtner- 
*■  ship  purposes."  It  seems,  we  are  told,  that  the 
bolder  must  show  either  that  the  proceeds  of  the  note 
were  actually  used  in  the  partnership,  or  that  all  the 
parties  assented  to  the  making  of  the  note,  or  subse- 
quently ratified  it.  Periiaps  some  of  oar  readers  may 
like  to  ft^ast  what  the  decision  would  have  been  had 


The  Tr»d* 

Union  BUL 


Lord  Lindley's  recent  article  in  The 
Times  has    provoked    Mr.  Frederic 
Harrison  to  pen  an  epistle  which  in  its  unreasoning 
vehemence  is  indeed  regrettable.   Mr.  Harrison  can- 
tends  that  the  question  is  one  of  politics,  not  of  law, 
and  he  accuses  Lord  Lindley  of  being  "  a  bitter  and 
ignorant  party  bigot."    The  grounds,  if  Indeed  the 
word  "  grounds  "  can  be  applied  thereto,  on  which  this 
contention  is  based  are  merely  dogmatic  statements  to 
the  effect  that  "  every  trade  onion  is  permanoitly 
*'  fighting  for  its  very  life  against  a  secret,  powerful, 
"  unscrupulous  combination  of  capitalists  who  are 
'*  ready  to  take  any  opportunity  to  destroy  and  cripple 
<*  it,"  and  that  "  every  trade  union  question  comra 
"  before  tribunals  which  are  almost  uniformly  preju- 
"  diced  in  favour  of  capital  and  hostile  to  labour ; 
"  which  are  always  ready  to  give  full  rein  to  their 
<*  prejudices  and  their  ignorances,  just  as  Lord  Lindley 
"  does."    Into  the  question  of  the  administration  of 
justice  by  His  Majesfy's  Judges  we  need  not  go,  for 
few  will  be  found  to  concur  in  this  wholesale  unsup- 
ported indictment,  but  we  may  perhaps  be  permitted 
to  point  out  that  the  very  essence  of  the  Bill  is  to  set 
up  a  favoured  class— the  precise  sin  attributed  to  the 
law  lords!    For  the  rest,  Mr.  Harrison's  d>ject  will 
not  gain  much  by  the  use  of  such  tactics. 


Ouh  BisiTTM.  '^^^  half-yearly  analysis  of  London 
joint -stock  and  private  banks  made  by 
Mr.  H.  W.  Birks  for  the  half-year  ended  the  30th  June 
last  shows  that  the  bank  holding  the  highest  proportion 
of  cash  to  liabilities  (depouts  and  acceptances)  was 
Robarts,  Lubbock  &  Co.  with  22*27  per  cent.,  and  the 
lowest  Contts  &  Co.,  with  8'42  per  cent.,  the  average 
being  14*20  per  cent.  The  proportion  of  cash  in  hand 
and  at  call  and  investments  against  liabilities  varied 
firom  78'as  per  cent,  in  the  case  of  Child  &  Co.  down 
to  35'8o  per  cent,  in  the  case  of  the  National  Bank, 
the  average  being  52*67  per  cent. 


American      por  quite  a  number  of  years  it  has 
Pnl'i^Md  practice  among  American 

Income  Tu.  life  offices  to  allow,  by  way  of  rebate, 
the  income-taa  on  t^e  premu^jigf^^juMch  the 
English  assurer  loses  by  virtue  of  his  unanlity  to 


September  22,  1906.        THE  ACCOUNTANT 


323 


deduct  premiums  payable  to  American  offices  when 
making  bis  return  to  the  Inland  Revenae  authorities. 
It  has,  of  course,  been  pointed  out  several  times  that 
this  practice  was  unfair  to  policy-holders  in  other  lands, 
and  it  is  now  reported  that  it  will  be  discontinaed. 
A  pctot  win,  however,  axise,  we  should  imagine,  as  to 
irhether  or  not  the  concession  is  a  part  o£  the  original 
contract ;  and  although  this  may  be  a  question  of  fact 
io  each  case,  the  intervention  of  the  Courts  is  not 
mdikely. 


Mt.'Bwjaa  and    We   (lo  not  know  what  chance  Mr. 

Uh  Trasti.  Bryan  possesses  of  becoming  Presi- 
dent of  the  United  States,  for  politics  are  outside  our 
sphere,  but  he  proposes  to  enforce  the  criminal  clause 
of  the  Sherman  Law  (against  monopolies),  to  render 
it  illegal  for  the  same  person  to  act  as  director 
at  two  or  more  inter-related  corporations,  to  adopt 
a  scheme  for  the  Federal  licence  of  corporations 
eogagcd  in  inter-State  commerce,  and  to  forbid  the 
use  of  the  mails,  telegraph,  and  railway  tines  to 
any  corporation  seeking  a  monopoly  of  any  article  of 
commerce.  As  regards  contribution  to  political 
campaign  funds  he  Is  all  for  publicity,  and  would  forbid 
such  contributions  from  corporations.  He  also  would 
advocate  that  the  President  should  be  allowed  to 
aathorise  the  importation,  free  of  duty,  of  articles  com- 
peting with  those  made  by  Trusts,  and  is  in  favour  of 
the  electifHi  tA  U.S.  Senators  by  direct  vote. 


_  _     In  another  column  we  reproduce  the 

Ths  Bins  el 

ti [Ill  mm  Bills  of  Exchange  (Crossed  Cheques) 
CMmb)  Mm,  im  Act,  1906,  which  received  the  royal 
assent  on  the  4th  ult.,  and  is  designed  to  remove  the 
disability  recently  placed  by  the  Courts  upon  bankers 
collecting  cheques  on  behalf  of  customers  by  a  some- 
what unexpected  reading  of  Section  22  of  the  Bills  of 
Enbai^e  Act  on  the  part  of  the  House  ot  Lords. 
The  new  Act,  which  consists  of  but  one  effective  section, 
deals  solely  with  the  point  at  issoe,  and  remedies  what 
can  (Mily  be  regarded  as  an  admitted  injustice. 


Tb*  "^^^  annual  autumnal  meeting  of  the 

oaBtaiB  or  Associated  Chambers  of  Commerce  of 
Cmumtm.    the  United  Kingdom  was  held  at  Bristol 
last  week.   A  summary  of  its  proceeding  in  so  far  as 

they  are  likely  to  prove  of  interest  to  our  readers  will 
^lear  in  these  columns  in  due  course,  and  in  the 


meantime  we  may  mention  that  one  of  the  most 
important  resolutions  passed  upon  the  opening  day 
expressed  regret  that  nothing  has  yet  been  done  to 
remedy  anomalies  existing  in  reference  to  the  income- 
tax,  many  of  which  must  now  be  regarded  as  admitted, 
in  view  of  the  report  of  the  Departmental  Committee 
of  last  year.  Inasmuch,  however,  as  a  second  Com- 
mittee has  been  appointed  to  consider  other  aspects  in 
connection  with  the  uicidence  of  income-tax,  and  has 
not  yet  reported,  it  seems  to  us  that  this  resolution  is 
a  little  premature. 


 ^        .    In  a  case  which  came  before  His 

Dlnetori  and 

ProfoMtonai  Honour  Judge  Rentoul,  K.C.,  in  the 
City  of  London  Court,  a  short  time 
since,  a  firm  of  solicitors  sued  another  firm  for 
jCs  7s.  6d.  for  costs  in  endeavouring  to  raise  a  loan. 
It  appeared  that  the  defendant  was  desirous  of 
raising  ^£^450  for  a  client,  and  had  asked  the  plaintiff 
to  undertake  it,  which  he  had  agreed  to  do  upon  the 
defendant  undertaking  to  pay  costs.  The  matter  was 
placed  by  the  plaintiff  before  a  company  of  which  he 
was  the  solicitor  and  chairman,  but  no  loan  was  made, 
as  the  security  was  considered  insufficient  Included 
in  the  plaintiff's  demand  for  costs  was  an  item  of 
ten  shillings  for  attending  the  board  meeting  of  the 
company  concerned  on  defendant's  behalf,  and  be 
contended  that  it  was  a  well-known  practice  for 
solicitors  to  insurance  and  other  companies,  although 
they  happened  to  be  directors  of  the  company,  also  to 
act  for  clients  in  regard  to  a  mortgage  and  to  be  paid 
in  both  capacities.  The  case  under  review  was  a 
somewhat  extreme  one,  as  there  was  only  one  other 
director  present  at  the  board  meeting  referred  to,  and 
the  witness  as  chairman  had  the  casting  vote.  Judge 
Rentoul  rtated  that  if  such  a  custom  really  existed  it 
was  an  extraordinary  one,  and  was  subversive  of  all 
common  sense.  He  might  as  well  accept  a  brief  to 
conduct  a  case  before  himself  in  his  own  Court.  After 
this  expression  of  opinion  the  parties  settled  the  case 
by  withdrawing  the  record.  A  good  deal  has  been 
heard  from  time  to  time  of  recent  years  of  the  iniquities 
of  agents  accepting  commisdons  from  both  sides.  We 
have  no  intention  of  defending  such  a  practice,  but  we 
may  point  out  that  there  are  even  stronger  arguments 
against  allowing  professional  men  whose  services  have 
been  retained  by  one  party  to  act  for  and  chaise  costs 
to  the  other,  unless  it  be  perfectly  clear  tht 
parties  are  cognisant  of  the  arrangement.  c 
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Compuir  We  regret  DOt  being  able  to  reply  more 
Liqaidatian.  promptly  to  the  question  raised  in  the 
letter  signed  "  Tonisian  "  which  appeared  in  a  recent 
issue,  in  which  our  correspondent  deals  with  a  claim 
put  forward  by  the  Companies  Liquidation  Departmuit 
of  the  Board  of  Trade  to  have  paid  in  to  the  Companies 
Liquidation  Account  at  the  Bank  of  England  a  larger 
sum  than  he  considers  them  to  be  entitled  to  under 
Secticm  15  of  the  Act  of  1890.  The  wording  of  that 
section  justifies  a  demand  upon  the  liquidator  tor  any 
money  representing  unclaimed  or  undistributed  assets 
of  the  company  which  have  remained  unclaimed  or 
undistributed  for  six  months  after  the  date  of  their 
receipt.  Under  this  rule  it  is  clear  that  no  moneys 
need  be  paid  in  until  six  months  after  they  have  been 
received  by  the  liquidator.  If  in  the  meantime  they  have 
been  claimed  or  distributed,  Section  1 5  cannot,  of  course, 
apply.  We  consider  that  our  correspondent  is  quite 
correct  in  the  view  that  he  takes  with  regard  to  the 
matter,  and  we  think  that  if  the  Board  of  Trade  officials 
be  suitably  approached  they  will  adopt  a  course  which, 
we  understand,  they  have  often  adopted  upon  previous 
occasions— *.«.,  climbed  down. 


A  BookkMpiDg  With  regard  to  the  case  put  forward  by 
QohUwi.  our  correspondent  "  Weary,"  assuming 
that  the  transactions  stated  are  genuine  transactions, 
there  can  be  no  question  as  to  the  propriety  of  so 
regarding  them  in  the  books  of  account — that  Is  to 
say,  as  a  sale  and  a  subsequent  repurchase  of 
goods.  The  genuineness  of  such  transactions  is 
not  to  be  determined  by  the  movement  of  the  goods 
in  question,  but  by  all  the  facts.  We  do  not,  however, 
agree  that  the  mere  fact  of  debiting  a  loss  to  Profit 
and  Loss  Account  as  a  separate  item  suggests  a 
gambling  transaction  of  any  kind.  Transactions  in 
dif£n'ences  may  be  perfectly  legitimate,  and  should  be 
80  regarded  in  accounts;  but  transactions  which  are 
not  in  difiTerences  but  in  bulk  should  be  regarded  in 
the  form  in  which  they  actually  take  place. 


"Chartered  Accountants  Clerk,'  who 
Truitmuit  of     .  .   ,         ,     ,       .  . 

Coal  Royaiuai        ^">^  issue  of  the  i8th  ult.  raised  a 

M  inowM  iB  question  as  to  whether  the  tenant-for- 
Trait  Aoeeoiitt.  Kfe  of  the  estate  of  a  deceased  testator 
is  entitled  to  the  whole  amount  received  by  the 
executors  as  royalties  in  respect  of  a  colliery  forming 
part  of  the  trust  estate,  while  apparently  not  quite 
clear  in  his  own  mind  as  to  the  propriety  of  such  treat- 
ment, appears  to  think  that  in  view  of  the  decision  in 


Lee  V.  Neuchatet  AsphalU  Company,  Lim.,  it  is  l^ally 
correct.  We  may  point  out  that  this  decision  cansot 
possibly  have  any  bearing  upon  the  matter,  In  that  it 
relates  not  to  the  distinction  between  capital  and 
income  as  between  life-tenant  and  remainderman,  bat 
to  the  right  of  the  shareholders  of  a  solvent  company 
to  deal  as  the  majority  may  think  fit  with  their  own 
affairs,  subject  to  the  limitations  of  the  Companies  Acts 
under  the  articles  of  association  of  the  particular 
company  concerned.  The  decision  in  Howe  v.  Lord 
Dartmouth  shows  that  in  the  absence  of  any  express 
provision  to  the  contrary  where  an  estate  is  left  in  trust 
for  or  directly  to  several  persons  in  succession,  the 
Court  implies  the  intention  that  such  portion  of  the 
estate  as  is  perishable  should  assume  a  permanent 
character,  and  therefore  be  capable  of  succesdoo. 
Due  provision  must  therefore  be  made  out  of  income 
for  any  deterioration  that  may  take  place  in  the  capital 
value  of  the  asset  during  the  continuance  of  the 
trust  in  favour  of  the  life-tenant.  With  r^ard  to  our 
correspondent's  second  inquiry,  an  annuity  secured  by 
deed  on  real  estate  is  primarily  chargeable  against  the 
Income  of  real  estate. 


ftn  AeoooBtMit's  A  correspondent  recently  sought  for 
•*  Vad*  HMn."  advice  as  to  the  best  book  obtain- 
able on  practical  accounting,  which  was  to  give  an 
outline  of  a  complete  set  of  books  from  the  com- 
mencement to  an  auditor's  ugnature  on  the  Balance 
Sheet.  It  is  by  no  means  clear  to  us  precisely  what 
is  expected,  but  we  think  that  in  all  probability 
our  correspondent  will  find  what  he  requires  in 
Dicksee's  "  Bookkeeping  for  Accountant  Students." 
Naturally,  however,  something  depends  upon  the  nature 
of  the  business  carried  on.  No  single  book  can  be 
expected  to  deal  upon  practical  Hues  with  all  the 
difiierent  methods  of  accounting  in  nse  under  varying 
conditions. 


■•tor  'Bum  ud  "^he  announcement  made  by  the 
MpFMtaUon.  directors  of  the  Associated  Omnibus 
Company  that  no  Interim  dividend  will  be  paid  in 
respect  of  the  first  half  of  the  present  year,  on  account 
of  the  uncertainty  that  exists  with  regard  to  the 
amount  which  will  require  to  be  allowed  for  deprecia- 
tion, will  serve  to  remind  shareholders  that  new 
methods  of  traction  involve  prudent  financial  methods, 
and  until  a  proper  aveitige  allowance  for  deprecaation 
has  been  arrived  at  they  must  expect  nothing  regular 
in  the  shape  of  dividends.  As  there  is  likel^o  be  some 
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eondderable  dlvei^nco  of  oi^loD  aa  to  what  mm  Is 

likely  to  be  required  for  depreciation,  we  may  perhaps 
quote  from  an  article  contributed  to  Commercial  InUlU- 
giKe,  by  a  special  correspondent,  dealing  with  the 
motor-cab  in  Paris.  The  following  are  the  "  fixed  daily 
expenEcs  "  of  each  cab,  independent  of  the  distance 
covered: — 

Fes.  Centt,       t  d 

Cleaniag    y>  9 

Wear  and  tear  erf  driver'a  oniform  60  6 

Hire  of  Tuameler    50  3 

Imnrancs   i         00  10 

Saad-Iaz   1        00  10 

Tmra-tax   13  i} 

IncidcBUl   t        JQ  13 

5        35  4  4i 

while  the  following  figures  denote  the  working 
expenses  <tf  the  cab  for  a  dtotance  of  loo  kilometres 
(64  miles) ; — 

Fes.  CeaU.  £  *  d 

u  litres  (a8  galls-)  petnl     ..  S        6s  o  4  4 

Driver's  wage   8        co  068 

Oil  and  Grease    50  009 

Upkeep  of  earruR»>i>ork    ..      ..      i        30  013 

U|toyot  nwchincry        ..  s        00  018 

DeficecBtion   t        jd  039 

Tjm    6        00  o  s  o 

■9        85  I  4  "4 


Those  among  our  readers  who  are  at  all  interested  In 
awtor  traction  may  be  able  to  draw  some  useful  com- 
parisons from  these  figures,  and,  in  any  case,  ventila- 
tioQ  of  the  depreciation  problem  is  to  be  desired, 
eq>edally  as  it  will  have  to  be  properly  considered  at 
the  end  of  the  year. 


Jhiitt 


A  short  time  ance  a  correspondent 
forwarded  us  a  list  showing  the  amount 
<tf  audit  fees  paid  by  some  eighteen  brewery  companies 
as  contrasted  with  the  amouots  of  their  respective 
share  and  loan  capitals.  Such  a  list  is  andoubtedly  of 
bterest  from  several  points  of  view.  It  should  be 
borne  in  mind,  however,  that  an  audit  which  entirely 
complies  with  statutoiy  requirements  is  by  no  means 
the  most  osefnl  form  of  audit  that  it  is  possible  to 
conodve,  and  Uiat  in  consequence  most  intelligent 
boards  of  directors  prefer  to  arrange  for  what  we  may 
call  the  maximum  audit  at  a  fee  proportionate  to  the 
«ork  performed.  At  the  same  time  it  seems  extremely 
difficult  to  understand  bow  the  audit  of  any  brewery 
company  with  a  capital  of  upwards  of  one  hundred 
thoDsand  pounds  can  be  undertaken  at  a  profit  for 
injrthiag  like  twenty  guineas  per  annum.  For  so 
inadequate  a  remuneration  it  is  obviously  not  to  be 
expected  that  the  auditor  would  perform  any  duties  in 
adfition  to  those  which  dev(^ve  upon  him  by  statute. 


IBMIM  TU. 


In  reply  to  the  inqmry  of  our 
correspondent  "  Law  of  Equity,"  we 
understand  that  it  is  the  practice,  in  all  cases  where 
the  person  assessable  for  income-tax  employs  for 
domestic  consumption  any  portion  of  his  stock-in- 
trade,  to  require  a  sum  representing  a  reasonable 
valuation  thereof  to  be  added  to  the  assessable  profits. 
Hotel  proprietors,  Ixiarding-house  keepers,  and  the 
like  are,  we  believe,  usually  charged  fifty  pounds  as 
representing  the  value  of  their  board.  A  similar  rule 
would  doubtless  apply  to  managers,  although,  of 
course,  the  amount  of  additional  charge  would  be 
varied  according  to  circumstances.  Undoubtedly, 
however,  a  number  of  persons  whose  circumstances 
are  similar  to  those  cited  by  our  corre^tondent  do,  in 
point  of  fact,  escape  the  payment  of  income-tax. 

It  occurs  to  us  that  it  is  not  altogether 
CwUfloatM.  profitable  to  discuss  decisions  of  the 
House  of  Lords  after  the  style  of  our  correspondent 
"  H.  W.  M.,"  whose  letter  appeared  in  our  issue  of  the 
ist  inst.,  save  with  a  view  to  further  legisUtion. 
Perhaps  our  correspondent  would  care  to  draft  out  a 
clause  which  will,  if  passed,  meet  what  he  considers  to 
be  the  equities  of  the  case.  Our  legal  contributor  will 
deal  with  and  explain  the  application  of  the  judgment 
in  the  Great  Fingall  case  in  an  early  issue,  and  if  in  the 
meanwhile  our  correspondent  will  let  us  know  precisely 
how  he  suggests  the  law  might  be  altered,  his  propor- 
tion might,  we  think,  be  conveniently  discussed  at  the 
same  time. 


Thi 


The  members  of  the  Auctioneers*  Insti- 
JLaetlmiMn*  tute  of  the  United  Kingdom  held  their 
iniutote.  provincial  meeting  last  week  at  Windsor 
on  the  13th,  14th,  and  15th  inst.,  under  the  presidency 
of  Mr.  H.  D.  Buckland.  The  meeting  this  year  is 
stated  to  have  been  the  best  attended  that  has  been 
held  since  the  foundation  of  the  Institute. 


On  the  i3tb  inst.  the  Bank  of  England 
raised  the  minimum  rate  of  discount 
from  34  per  cent,  to  4  per  cent  with  a  view  to  checking 
the  serious  drainage  of  gold  that  had  been  experienced 
owing  chiefly  to  withdrawals  for  the  United  States, 
which  in  the  previous  week  bad  represented  /"aiaiSjOoo 
out  of  a  total  of  1^3,137,000.  Whether  the  increase  of 
4  per  cent,  will  produce  the  desired  effect  has,  how- 
ever, yet  to  be  seen,  for  on  the  13th  inst.,  after  the  rate 
had  been  raised,  a  further  four  hundred  tl^isax*  ' 
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poands  wss  withdrawo,  this  time  in  sovereigns,  and 
unless  the  demand  ceases,  a  further  faardeoing  of  rates 
would  appear  to  be  absolutely  essential. 


iBttfMt  on  "^^^  question  was  recently  raised  by 
Batata  DQty.  a.  W.  "  as  to  whether  interest  on 
estate  duty  should  be  paid  out  of  income,  in  view 
of  the  decision  in  In  re  Fish;  Lea  v.  Fish  {Accountant 
Law  Reports,  XXIII.  p.  io6).  Oor  correspoodent 
thinks  that  although  this  decision  was  given  under 
the  Act  of  1894,  and  although  in  the  Act  of  1896 
it  is  stated  that  interest  on  estate  duty  shall  be 
recoverable  iu  the  same  way  as  if  it  formed  part 
of  the  estate  duty;  whereas  under  the  1894  Act  it 
was  stated  that  such  interest  shall  form  part  of  the 
estate  duty,  there  is  very  slight  ground  for  the  change 
iu  treatment  that  has  been  adopted  by  several  writers 
upon  the  subject.  Among  such  writers,  it  may  be 
mentioned,  are  Professor  Dicksee,  who  in  the  pro 
formd  examples  worked  out  in  Chapter  XI.  of  his 
"Advanced  Accounting "  charges  interest  on  estate 
duty  against  income ;  and  Mr.  Arthur  F.  Whinney, 
F.C.A.,  who  adopts  the  same  course  iu  his  article  on 
Executorship  Accounts  in  the  "  Encyclopxdia  of 
Accounting."  We  have  not  so  far  been  able  to  trace  a 
decidon  directly  bearing  upon  the  point  at  issue,  but  it 
seems  lo  us  to  be  sufficiently  covered  by  the  judgment 
of  Mr.  Justice  Buckley  in  In  re  Earl  Howe's  Settled 
Estates;  Howe  v.  Kingscote  (Accountant  Law  Reports, 
XXIX.,  p.  61),  in  which  his  Lordship  held  that  prima 
facie  it  was  plain  upon  general  principles  that  a  tenaot- 
fbr-lifs,  whose  income  was  increased  by  the  postpone- 
ment of  the  payment  of  duty,  ought  to  bear  the  interest 
as  the  price  of  obtaining  that  postponement.  During 
the  time  that  duty  remains  unpaid  it  is  clear  that  the 
moneys  requisite  for  the  payment  of  such  duty  remain 
part  of  the  corpus  of  the  estate,  and  as  such  are  pre- 
sumably earning  income.  Inasmuch  as  that  income 
would  naturally  be  credited  to  Income  Account,  it 
seems  only  natural  that  the  income  accruing  due  on 
unpaid  estate  duty  should  be  debited  to  Income 
Account  per  contra. 


Correspondence  anO  £nautrte0. 

All  commuaicatlons  to  the  Editor  should  be 
by  letter  only. 


Cfieck-Flgure  System. 

(To  ihe  Editor  of  The  Accountan/.) 
Sir, — I  should  be  obliged  if  any  of  your  readers 
would  give  me  particulars  of  the  Check-Figure  System. 
What  la  it?   How  is  it  worked  ? 


I  am  told  it  is  a  sure  preventive  against  errors  in 
posting  and  additions,  but  no  one  appears  to  be  aUe  to 
give  details. 

Yonrs  faithfully, 

C.  O.  FILEY. 
Newcastle-upon-Tyne,  September  13th  1906. 
rWe  have  already  invited  communications  upon  this 
subject  {vide  p.  37),  but  there  appears  to  be  an  andc- 
sirable  amount  of  mystery  about  the  whole  matta*. 
We  cannot  advise  oor  readers  to  pay  fancy  prices  in 
the  dark.— Ed.  Acct.] 

The  Ded^on  In  Davis  v.  Petrle. 

fTo  tke  Editor  of  Tie  Aceouniemt.) 
Sir,— I  should  be  very  much  obliged  if  you  can  give 
me  information  on  the  following : — A  client  of  mine 

bought  goods  from  &  Co.  On  the  i8th  July  he 

recdves  a  letter  from  a  firm  of  accountants  that  

Sc.  Co.  have  executed  a  deed  of  assignment,  and  the 
letter  signed  by  the  accountant "  for  self  and  co-trustee" 
makes  application  for  the  debt  owing. 

On  perusal  of  Kemp's  Mercantile  Gazette  of  August 
8tb  inst.  my  client  and  I  find  the  case  of  Davis  v.  Petrie 
(rimes,  6th  August),  and  it  would  appear  from  this  tlut 
should  my  client  pay  the  amount  claimed  by  the 
trustee  he  may  find  himself  in  the  unfortunate  position, 
though  I  myself  consider  that  when  application  is 
made  by  a  trustee  it  should  be  paid.  I  take  it  that 
Afford  was  a  trustee,  but  Davis  was  the  trustee  in 
bankruptcy,  which  would  altn  matters.  In  my  cUoit's 
case  I  presume  that  the  accountant  named  is  a  trustee 
in  bankruptcy,  and  therefore  he  would  not  be  com- 
pelled to  pay  twice  over. 

Yours  faithfully, 

CORVUS. 

[If  &  Co.  have  executed  a  deed  of  assignment, 

the  accountant  named  is  presumably  trustee  under  the 

deed.   In  view  of  the  deciaon  quoted,  &  Co.'s 

debtors  would  be  well  advised  not  to  pay  the  trustee 
without  receiving  a  satisfactory  indemnity  in  exchange. 
—Ed.  Acct.] 


Cumulative  Preference  Shares. 

{To  the  Editor  of  The  Aecountant.} 
Sir, — I  shall  be  glad  if  you  will  kindly  give  me  an 
answer  to  the  following:— In  Pixley's  "Auditing/' 8tfa 
edition,  p.  302,  we  read — 

"  Unless,  however,  it  is  expressly  provided  for  in  toe 
private  Act  or  At^s  c^^^rax^ation,  preference  shares 
are  only  entitled  to  me  prerareuHal  divitfiiiid  out  of  the 
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profits  of  each  yaar,  and  if  there  are  not  profits  aviul- 
aUe  for  the  payment  of  the  full  amount  no  part  of  the 
deficiency  can  be  made  good  ont  of  the  profits  of  any 
subsequent  year,  or  ont  of  any  other  fonds  of  the 
company." 

Also  we  read  in  Dawson's  "  Lexicon  of  Liquidators," 
p.  239— 

"PfimA  fadt,  where  one  class  of  shares  is  entitled  to 
a  dividend  at  a  fixed  rate  in  preference  to  another  class, 
the  dividend  is  cnmnlatlve ;   therefore  where  it  is 
intended  that  the  dividend  should  be  non-cumulative 
the  r^nlations  should  strictly  prohibit  the  right,  in  the 
evmt  of  a  deficiency  in  any  year,  to  resort  to  the  profits 
of  subsequent  years,  or  the  undistributed  profits  of  past 
years.    .    .  ." 
These  two  views  seem  to  be  entirely  opposite,  and  I 
should  be  glad  to  have  your  opinion  through  the 
medinm  of  your  valuable  paper. 

Yours  faithfully, 
September  ijlh  igo6.  DUNELH. 
[Palmer's  "  Company  Law,"  p.  60  (third  edition) 
supports  Mr.  Dawson's  view. — Ed.  Acct.] 

Poor  Rate  Assessment. 

fr»  the  Editor  of  The  Aecotmtant.) 

Sir,— A  bouse  is  let  at  5s.  per  week,  the  landlord 
paying  all  rates,  taxes  (including  water),  and  doing  all 
repairs.  The  rates  are  7s.  6d.  in  the  £^  and  the  water 
rate  los.  per  year.  The  Assessment  Committee  allow 
20  per  cent,  for  "  statutable  deductions." 

Can  any  reader  explain  (in  figures)  the  mode  of 
arriving  at  the  "gross  estimated  rental "  and  the  rate- 
able value  ? 

Yours  truly, 

September  lyth  1906.  6. 

Form  of  Accounts  for  Local  Authorities. 

(To  tie  Editor  of  The  Accountant.} 
Sib,— I  see  yon  have  a  letter  in  The  Accountant  of 
September  8tfa  from  Mr.  Eckersley  referring  to  the 
inadequacy  of  the  financial  statement  required  yearly 
by  the  Local  Government  Board  from  each  Corpora- 
tioa  and  Urban  District  Council.  As  you  know,  I  have 
had  conadeiable  experience  in  these  matters.  I  wrote, 
is  January  last,  a  letter  to  the  Secretary  of  the  Local 
Government  Board  spedally  calling  his  attention  to 
the  matter  which  Mr.  Eckersley  particularly  refers  to  ; 
a  copy  of  this  letter  I  now  enclose.  I  largely  endorse 
what  Mr.  Eckersley  says,  and  if  Corporation  Accounts 
are  to  be  improved,  and  the  statements  required  by  the 
Local  Government  Board  tuumonised  therewith,  the 
accountancy  profession  ought,  in  my  opinion,  to  be 
heard  io  this  matter. 


On  the  D^>artmental  Committee  it  seems  there  are, 

out  of  eight  members,  five  who  are  either  officials  or 
ex-officials  of  the  Local  Government  Board,  and  only 
one  practising  accountant,  Mr.  Gane,  your  late  Pred- 
dent.  As  I  wrote  to  the  Local  Government  Board,  I 
thought  possibly  they  might  have  desired  my  evidence, 
but  1  suppose  1  showed  too  clearly  the  bent  of  my  views. 
What,  therefore,  you  are  proposing  to  do  Hotc,  in  open- 
ing your  pages  (o  correspondents,  may  prove  of  vital 
importance  in  view  of  Parliamentary  action  by  Mr.  John 
Bums  on  behalf  of  the  Local  Government  Board. 

Yours  truly, 

GEO.  SWAINSON,  f.s.a.a.,  f.l.s.,  &&, 

Borough  Treasurer. 

Town  Hall,  Bolton,  18th  September  1906. 

[COPY] 

Town  Hall,  Bolton. 

15th  January  1906. 

Sir, — Enclosed  I  beg  to  forward  the  Returns  in 
pursuance  of  Section  28  of  the  Municipal  Corporations 
Act,  1883,  aad  the  Local  Taxation  Returns  Acts,  i860 
and  1877,  for  the  County  Borough  of  Bolton. 

May  I  be  allowed  to  say,  in  connection  with  tie 
accounts  question  which  has  been  referred  by  the  Presi- 
dent of  the  Local  Government  Board  to  a  Special 
Departmental  Committee,  that,  in  my  opinion,  these 
Returns  are  on  mistaken  lines.  For  the  reasons 
expressed  at  the  Conference  of  Accountants  at  St. 
Louis,  U.S.A.,  in  1904,  I  think  the  time  has  now 
arrived  for  the  "Income  "  of  the  year  for  each  munici- 
pality to  be  stated,  and  the  "  Expenditure  "  of  the  year 
to  be  also  shown  in  these  Returns. 

The  words  "  Receipts  "  and  "  Expenditure  "  as  head- 
ings are  altc^ether  incorrect.  They  should  be 
"  Revenue  "  and  "  Expenditure,"  or  "  Income  "  and 
"  Expenses  "  ;  Payments  or  Disbursements  being  the 
ccrrelalive  of  Receipts,  and  not  Expraditure. 

In  the  words  of  Dr.  Cleveland,  C.P.A.,  at  the 
St.  Louis  Conference,  "These  Returns  ignore  the 

"fundamental  distinction  between  Revenues  and 
"  Expenses  on  the  one  hand,  and  Receipts  and  Dis- 
"  bursements  on  the  other.  This  confusion  bespeaks  an 
"utter  disregard  for  the  purposes  of  accounting,  for 
"  the  problems  of  administration  around  which 
"accounts  are  to  be  classified  and  co-ordinated,  and 
"for  those  well-established  principles  of  finance  and 
"administration  with  which  accounting  resnlts  and 
"financial  reports  must  be  harmonised." 

Nowhere  in  these  Returns  ia  the  financial  position  of 
the  municipality  of  Bolton  set  forth,  and  it  is 
impossible  from  them  in  any  wayfm  Ascectatq /the 
solvency  or  otherwise  of  tii^'^J^^itW.^^^^^*- 
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In  the  opinion  of  Mr.  Wiltnot,  of  the  noted  firm  of 
accountants,  Price,  Waterhouse  ft  Co.,  'Ike  freeise 
"financial  positiim  of  the  municipality  at  the  close  of 
"the  financial  year  should  be  shown"  and  it  is  sub- 
mitted that  such  a  statement,  including  all  debts  due 
to  and  by  the  municipality,  and  its  assets,  should  be 
shown  on  the  lines  contemplated  by  the  recent  enact- 
ment of  the  Town  Councils  (Scotland)  Act,  1900. 

I  am  sending  a  copy  of  this  communication  to  your 
President 

I  am.  Sir, 

Your  obedient  Servant, 

Geo.  SwAiNSON, 

Treasurer. 

Tlie  Secretary, 

Local  Government  Board, 
Whitehall,  London,  S.W. 


IReviews. 


Terminal  Cost  Accounts. 


By  Anoxew  Gow  Nisbet,  C.A. 


('*Thb  Accountakts'  I^rasv,"  Vol.  XLVL) 

London,  1906:   Gee  &  Co.,  34  Moorgate  Street,  E.C. 
Price  3a.  6d. 

This  volume  is  the  second  instalment  of  a  series  of  works 
un  Cost  Accounts  which  have  been  announced  in  connec- 
tion with  "The  Accountants'  Library,"  which  will  prove 
'.>f  considerable  utility  to  those  who  are  desirous  of 
seriously  studying  this  somewhat  neglected  branch  of 
accountancy  work.  Mr.  Nisbet's  book  deals  with  Cost 
Accounts  suitable  to  undertakings  where  definite  con- 
tracts are  entered  into  in  which  the  costing  is  definite  and 
terminating,  such  as  engineers,  shipbuilders,  and  the  like. 
The  ground  that  it  covers  is  therefore  not  quite  so 
untrodden  as  that  occupied  by  the  other  volumes  of  the 
series,  but,  on  the  other  hand,  it  represents  probably  that 
branch  of  costing  which  in  general  is  most  imperiectly 
dealt  with  in  practice.  The  author's  treatment  of  his 
subject  is  clear,  although  it  errs  perhaps  upon  the  side  of 
conciseness.  In  the  chapter  on  die  treatment  of  Shop 
Expenses  and  Establishment  Charges  in  particular,  we 
think  that  a  good  deal  more  might  have  been  said  with 
advantage,  but  on  the  whole  the  volume  will  be  found  of 
onsiderable  value,  especially  to  accountant  students,  who 
urally  do  not  wish  to  be  overweighted  with  detail.  ■ 


Catalofue  of  the  Books  In  the  Ubnuy  of  the 
Institute  of  Accountants  and  Actuaries  In 

01asg:ow. 

Glasgow,  1906 :  Wm.  Hodge  &  Co. 
The  Library  of  the  Glasgow  Institute  was  ertablished 
shortly  after  the  granting  of  the  Charter  in  1885,  and  in 
1899  was  transferred  to  the  present  buildings  at  atS  St. 
Vincent  Street.    The  first  catalogue  was  not,  however, 
issued  until  18S9,  while  supplements  appeared  ten  years 
later  and  in  1901.  The  number  of  books  in  the  Library  at 
the  close  of  last  year  was  3,910,  and  it  will  thus  be  seen 
that  the  preparation  of  this  the  second  prinied  catalogue 
by  Mr.  John  N.  Mitchell,  under  the  direction  of  the 
Library  Committee,  has  been  a  work  of  some  importance. 
In  some  337  pages  the  contents  of  the  Library  are  cata- 
logued in  alphabetical  order  under  subjects,  titles,  and 
authors'  names.    Reference  would,  however,  have  been 
facilitated  had  the  method  adopted  in  connection  with  the 
Library  Catalogue  of  the  English  Institute  been  followed, 
and  distinctive  founts  of  type  employed  for  each  of  these 
three  classes  of  headings.  No  inconsiderable  proportion  of 
the  works  are  only  remotely  (if  at  all)  connected  with 
accountancy,  but  the  Library  is  a  very  complete  one,  so 
that  no  complaint  is  likely  to  arise  under  this  heading. 
The  value  of  the  catal<^ue  is  materially  enhanced  by  the 
fact  that  sections  of  larger  works  dealing  with  particular 
subjects  are  indexed  under  these  subject  headings  as  well 
as  elsewhere.    For  instance,  there  are  references  to  no 
less  than  four  authorities  on  the  subject  of  the  depreciation 
of  horses,  and  the  references  to  depreciation  as  a  whole 
cover  four  columns  of  print. 


How  to  become  a  Qualified  Accountant. 


By  RiCHA&D  A.  Witty.  A.S.A.A. 


London,  1906:  Sir  Isaac  Pitman  ft  Sons,  Lim.,  i  Amen 
Comer,  £.C.  Price  3S.  net. 
Many  of  our  readers  will  doubtless  consider  that  the 
only  satisfactory  way  of  becoming  a  qualified  accountant  is 
through  the  medium  of  articles  to  a  member  of  one  of  those 
associations  incorporated  by  Royal  Charter,  and  to  such 
the  object  of  the  volume  now  before  us  will  not  be  very 
obvious.  It  goes  without  saying,  however,  that  the 
expense  that  naturally  attaches  to  articles  makes  this 
method  of  qualification  prohibitive  to  at  all  events  some 
who  may  be  quite  competent  in  other  respects.  To  these 
Mr.  Witty's  handbook  is  addressed,  and  it  will  no  doubt 
be  found  by  them  of  considerable  interest.  It  must  not 
be  supposed,  however,  that  it  is  limited  to  methods  of 
quaUfying  otherwise  ^f^g^^^>@@^[0iarteTed 
Accountant.  The  requirements  of  the  variQs  chartered 
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bodies  are  also  set  ont,  and  mdeed  the  volume  contains  a 
mass  of  information  that  will  be  of  value  to  all  accountant 
students. 


The  Porelga  Trader's  Mctlonary. 


By  J.  GsAHAM  and  G.  A.  S.  Olives. 


London^  1906:  Macmillan  &  Co.,  Lim. 

Price  3s.  6d.  ' 

Although  perhaps  too  highly  priced  to  command  a  very 
extensive  sale,  this  volume  will  be  found  of  considerable 
•taint  to  all  engaged  in  foreign  correspondence,  giving  as 
it  does  the  equivalents  in  English,  French,  German,  and 
Spanish,  of  a  large  niunber  of  business  expressions 
divided  under  suitable  headings  in  tabular  form.  No  less 
than  eight  pages  are  devoted  to  technical  terms  connected 
with  bookkeeping  and  accounts,  and  if  the  work  as  a  whole 
may  be  judged  from  the  completeness  and  accuracy  with 
which  this  portion  has  been  prepared,  we  have  no  hesita- 
tion in  saying  that  it  is  of  exceptional  merit. 


1Receivec0bip0. 


By  Geobge  Albxanoes  Touche,  C.A. 


(From  TAe  Journal  of  Accountancy,  N.Y.) 

Receiteksiiips  form  an  important  branch  of  accountancy 
in  England,  where  receivers  are  appointed  in  one  of  two 
ways :  either  {a)  by  the  Court  pendente  lite,  or  by  way  of 
eqaitable  execution,  or  {b)  in  wriiting  by  a  mortgagee. 

.A  receiver  appointed  by  the  Court  is  an  of&cer  of  the 
Court.  The  object  of  his  appointment  is  to  secure  the  pre- 
serration  of  property  by  bringing  it  under  the  guardianship 
of  the  Court.  Such  property  may  need  protection  from  a 
variety  of  causes.  It  is  not  necessary  that  it  should  be  in 
immediate  jeopardy  :  the  danger  may  be  prospective  and 
possible,  as  well  as  actual.  The  property  may  be  the 
subject  of  conflicting  claims,  and  the  Court  may  think  it 
'jnreasonable  that  it  should  be  received  or  collected  by 
any  one  of  the  parties  pending  the  determination  of  their 
Rspective  rights.  It  may  be  in  the  hands  of  those  whose 
Interests,  although  immediate,  are  only  partial ;  or  it  may 
belong  to  lliose  who  are  incompetent  to  deal  with  it.  The 
<ltscietionaiy  jurisdiction  of  the  Courts  in  the  appointment 
'A  leceivers  is  of  the  widest  Und.  Without  the  safeguard 
£<•  afforded,  the  issue  of  litigation,  or  the  adjustment  of 
^-$hts,  might  be  largely  nullified  by  the  deterioration,  loss, 
~r  dissipation  of  the  subject  matter  in  dispute.  Receiver- 
ifip  appointments  by  the  Court  are  almost  co-extensive 


with  the  range  of  cases  where  there  may  be  danger  to 
assets.  They  may  include  receivers  for  debenture-holders 
or  debenture  stockholders ;  for  mortgagees ;  and  for  the 
protection  of  general  creditors.  Receivers  may  also  be 
appointed  pending  litigation  as  to  probate;  for  the  dis* 
placement  of  executors  and  trustees  on  good  cause  being 
shown  ;  and  for  the  protection  of  the  estates  of  infants 
or  lunatics.  They  are  sometimes  entrusted  with  the 
charge  of  assets  or  affairs  in  cases  between  vendors 
and  purchasers^  tenants-in-common,  life-tenants  and 
remaindermen,  in  actions  for  specific  performance  of 
covenants,  and  in  partnership  disputes.  To  this  list  might 
be  added  cases  where  the  directors  of  a  company  are  in 
open  disagreement,  but  such  instances,  as  grounds  for 
appointments,  are  rare. 

The  properties  of  which  a  receiver  may  be  appointed 
include  the  rents  and  profits  of  real  estate,  and  all  personal 
estate  which  may  be  taken  in  execution  at  law,  even 
although  it  may  not  be  in  any  of  his  Majesty's  dominions. 
Receivership  appointments  in  writing  by  a  mortgagee 
are  limited  to  cases  where  a  mortgagee  has  a  right 
to  enter.  The  Conveyancing  Act  of  iS8i  entitles  such 
mortgagee  to  appoint  a  receiver  of  the  mortgaged  pro* 
perty,  unless  the  right  is  expressly  negatived.  The  Com- 
panies Clauses  Act  of  1863,  which  authorised  the  creation 
of  debenture  stock  by  companies  such  as  railway  com- 
panies, and  other  companies  incorporated  by  Act  of 
Parliament,  provided  (Clause  35)  that  in  case  of  default 
in  payment  of  interest  a  receiver  (or  in  Scotland  a  judicial 
factor)  could  be  appointed,  and  prescribed  how  that  should 
be  effected,  and  the  duties  of  the  receiver.  Trust  deeds 
securing  the  debentures  and  debenture  stocks  of  joint- 
stock  companies  now  almost  invariably  contain  equivalent 
provisions. 

In  actual  experience,  and  especially  in  cases  where  the 
safeguarding  or  preservation  of  assets  is  concerned,  it  is 
often  found  that  these  are  so  involved  or  so  much  used  in 
the  conduct  of  some  important  undertaking  or  enterprise 
that  the  mere  appointment  of  a  receiver  of  such  assets 
[however  excellent  theoretically)  would  be  ineffectual,  and 
perhaps  paralysing  and  destructive.  In  real  life  the  needs 
of  the  situation  demand  the  exercise  of  powers  largely 
exceeding  those  of  a  mere  receiver.  The  preservation  of 
assets  involves  carrying  on  the  business,  and  the  conse- 
quent sale  of  assets  existing  when  the  receiver  is  appointed, 
their  replacement  by  other  assets,  and  their  sale  and 
replacement  again  and  again,  so  that  the  often  valuable 
asset  of  goodwill  attaching  to  a  going  concern  may  not  be 
destroyed.  It  thus  happens  that  the  receiver  is  not 
infrequently  also  invested  with  the  wide  and  far-reaching 
powers  of  a  manager,  and  with  all  the  consequent  duties 
and  responsibilities  connected  with  the  handling  of  under- 
takings in  which  special  bui^'^i^^titude  is'ess^tia'l. 
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In  cases  wbeie  substantial  assets  are  situated  oi^  of  this 
countxy  and  at  a  considerable  distance,  as  in  a  British 
Colony  or  South  America,  a  deputy  receiver,  or,  if  neces- 
sary, a  deputy  receiver  and  manager,  may  be  appointed  by 
the  Courts  in  England.  In  other  cases  the  English  receiver 
may  be  authorised  to  commence  proceedings  in  the  local 
Courts  for  the  ^pointment  of  such  local  receiver  and 
manager.  But  with  a  viev  to  retaining,  as  far  as  possible, 
its  control,  the  Court  would  prefer  the  appointment  of  an 
attorney  or  agent  for  the  English  receiver  to  either  of  the 
foregoing  aUernatives,  if  such  appointment  would  suflice 
to  meet  the  necessities  of  the  case. 

It  will  be  seen  that  receiverships,  with  or  without  the 
incidental  duties  of  manager,  cover  a  wide  range  of 
affairs,  requiring  for  their  administration  trained  business 
capacity  of  a  high  order,  a  trustworthiness  beyond 
question,  and  disinterested  and  impartial  service.  From 
an  accountant's  point  of  view,  receiverships  on  behalf  of 
debenture-holders  of  companies  registered  under  the  Com- 
panies Acts  with  limited  liabilify  are  the  most  important, 
and  I  propose  to  limit  my  remarks  to  receiverships  of  this 
character. 

Such  appointments  may  be  made  in  either  of  the  ways 
mentioned.   Even  when  the  appointment  is  not  originally 

made  by  the  Court,  but  by  the  debenture-holder,  or,  if 
there  is  a  trust  deed,  by  the  trustees  for  the  debenture- 
holders,  the  tendency  of  modem  practice  among  Char- 
tered Accountants  is  to  get  the  appointment  confirmed  by 
the  Court. 

Especially  is  this  desirable  if  it  is  necessary  to  raise 
money  for  the  purpose  of  carrying  on  the  business,  as  the 
Court  can  give  power  to  bonow  in  priority  to  debenture- 
holders,  and  can  confer  on  the  lenders  the  rights  of  a 
salvor.  A  receiver  appointed  by  the  Court  has  also, 
generally  speaking,  greater  authority  than  one  appointed 
by  a  mortgagee.  For  instance,  to  refuse  to  delivor  property 
to  a  Court  receiver,  or  to  refuse  him  admittance  to  the 
company's  premises,  would  constitute  contempt  of  Court, 
as  wonld  also  the  levying  of  distress  for  rent,  or  execution 
on  behalf  of  a  judgment  creditor.  In  each  of  the  two 
last-mentioned  cases  leave  may,  however,  be  obtained 
from  the  Court  to  take  the  steps  referred  to.  In  the  case 
of  a  receiver  appointed  out  of  Court,  whose  appointment 
had  not  been  confirmed,  his  only  remedy  would  be  to  bring 
a  separate  action  to  restrain  a  threatened  distress  or  execu- 
tion, or  to  obtain  control  of  the  company's  property  and 
assets. 

Whether  confirmed  or  originally  appointed  by  the  Court,^ 
the  receiver  is  an  accounting  party,  as  it  is  necessary  for 
him  to  prepare  and  submit  his  accounts  to  the  Court  (in 
form  prescribed  by  the  rules]  at  such  intervals  as  may  be 
%ected,  and  to  pay  into  Court  the  balances  shown  by 


these  accounts  to  be  due  from  him.  The  accounts  must  be 
verified  by  affidavit,  and  properly  vouched,  and  the  parties 
chiefly  interested  will  be  entitled  to  attend  the  appointment 
for  passing  them  at  the  expense  of  the  estate,  whUst  any 
party  to  the  proceedings  may  do  so  at  his  own  expense. 

The  Court  will  ai^int  a  recover  at  the  instance  of  a 
debenture-holder,  secured  by  a  floating  charge,  even 
though  the  principal  is  not  immediately  payable,  and  the 
interest  is  not  in  default,  if  it  can  be  shown  that  the 
security  is  in  jeopardy,  or  that  the  company  seeks  to  part 
with  its  assets  otherwise  than  in  the  «dinary  course  of 
business.  Unless  and  until  such  appointment  is  made,  the 
company  may  exercise  its  powers  of  borrowing  and 
charging  to  the  prejudice  of  debenture-holders. 

The  causes  vriiich  lead  to  the  ai^ointment  of  a  receiver 
of  the  assets  and  undertaking  of  a  company  frequently 
result  in  its  liquidation  also,  although  there  are  many 
cases  where  a  receivership  is  deskable,  pending  some 
capital  re-arrangement,  but  where  no  liquidation  is 
required.  If  there  is  both  a  receivership  and  liquidation, 
the  Court,  in  the  interests  of  convenience  and  economy, 
and  the  absence  of  reasons  for  acting  differently,  favours 
the  appointment  of  one  person  to  both  offices.  Should 
there  be  uncalled  capital  charged  to  the  debenture-holders, 
the  advantage  of  this  course  becomes  apparent.  No 
receiver,  nor  even  manager,  can  make  a  call,  but  a 
liquidator  may  do  so,  and  must,  if  the  position  requires  it. 
A  receiver  can  only  be  empowered  to  take  proceedings  in 
the  name  of  a  liquidator  to  get  in  a  call,  but  the  liquidator, 
acting  in  both  capacities,  should  be  able  to  get  in  the  call 
more  expeditioasly  and  cheaply. 

The  practice  of  dual  appointment  is  based  on  con- 
venience, and  will  be  modified  to  meet  special  circum- 
stances. For  instance,  if  the  assets  appear  unlikely  to 
produce  a  surplus,  after  paying  off  the  debenture  charge, 
the  Court  would  not  remove  a  receiver  in  order  to  sub- 
stitute a  liquidator  who  sought  to  question  the  validity  of 
the  debentures.  Neither  would  the  Court  be  likely  to 
remove  the  debenture-holders'  receiver  if  the  amount  to  be 
derived  from  calls  were  small. 

In  1893,  in  an  action  brought  by  the  British  Linen  Co. 
Bank,  the  writer  had  been  appointed  receiver  of  the  South 
American  and  Mexican  Company,  a  large  trust  company 
associated,  prior  to  their  failure,  with  the  great  Anglo- 
Spanish  house  of  Murrieta.  The  company  went  into 
liquidation  immediately  afterwards,  and  the  Official 
Receiver  of  the  Companies  Winding-up  Department 
(Board  of  Trade),  who  had  been  {^pointed  liquidator* 
applied  to  be  appointed  receiver  also.  In  this  case  there 
were  not  only  general  assets,  but  also  a  great  amount  of 
uncalled  capital  to  be  got  in.  The  Judge  of  first  ijistance, 
following  the  established  rule  in  cases  where  th«ra-is  much 
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oncalled  capital,  made  an  order  appointing  the  tiquidator 

to  both  offices  ;  but,  on  its  being  pointed  out  to  the  Court 
of  Appeal  that  there  was  a  large  body  of  assets  which 
could  be  most  conveniently  handled  by  some  one  who, 
tbnangh  his  ordinary  business  relations,  had  a  knowledge 
of  such  securities  which  a  Government  official,  however 
able,  was  without  equal  opportunities  of  acquiring,  the 
order  was  varied,  and  it  was  directed  that  the  writer 
should  continue  to  act  as  receiver  of  these  assets,  leaving 
the  liquidator  to  act  as  receiver  of  the  uncalled  capital. 

Where  the  receiver  is  appointed  by  the  debenture- 
holders  or  trustees  in  the  exercise  of  their  rights  without 
the  interrention  of  the  Court,  the  Court  will  not  interfere 
with  such  rights  by  displacing  the  receiver  so  appointed,  or 
hj  appointing  a  liquidator  in  his  place;  nor  will  the 
Court,  in  such  circumstances,  refuse  to  grant  an  order 
living  the  receivw  for  the  debenture-holders  liberty  to 
take  possession.  The  receiver  should  be  what  the  law 
calls  'an  indifferent  person."  Save  in  some  rare 
instances,  it  is  desirable  that  he  should  be  impartial  and 
disinterested.  In  debenture-holders'  actions  the  person 
proposed  by  the  parties  having  the  conduct  of  the  pro- 
ceedings is  commonly  selected,  if  unobjectionable.  In 
cases  of  financial  and  commercial  importance,  the  appoint- 
meot  is  most  frequently  conferred  on  a  well-known  Char- 
tered Accountant.  As  the  duties  of  manager  are  often 
joined  to  those  of  receiver,  it  is  obviously  important  that 
the  selection  shoold  fall  on  a  man  having  a  working 
knowledge  of  business  principles,  and  experience  in  the 
higher  realms  of  finance ;  and  who,  consistently  with  his 
professional  and  other  pursuits,  can  spare  sufficient  time 
for  the  due  performance  of  the  important  duties  of  his 
office.  A  Chartered  Accountant,  from  the  nature  of  his 
pnrfession,  ihonld  be  pre-emdnently  qualified  to  perform 
the  multifarious  duties  that  fall  to  a  receiver,  and  it  is  on 
a  recognition  of  this  fact  that  the  present  [aactice  has 
arisen. 

The  Court  will  not  iqipoint  a  receiver  and  manager  at 
the  instance  of  the  debentore-holders  in  some  cases  where 
special  powers  and  duties  have  been  conferred  on  a  com- 
pany for  public  convenience,  such  as  a  company  under  the 
Tramway  Act  of  1870,  where  the  debenture  charge  is  not 
illowed  to  ii)t«fere  with  carrying  on  the  undertaking.  In 
sach  cases  a  receiver  only  will  bo  appointed,  but  the  Court 
vill  appoint  a  manager  of  a  railway  company  at  the 
isstance  of  a  judgment  creditor. 

The  Conrt  will  not  ai^int  a  receiver  and  manager  for 
a=  indefinite  period,  but  will  make  the  appointment  for  a 
tpccific  term,  usually  with  certain  restrictions  and  limita- 
t£>Qs,  and  with  directions  as  to  reporting  progress  to  the 
lodge,  and  lodging  accounts.  As  the  practical  effect  of 
»Ch  an  appointment  is  to  make  the  property  or  under- 
taking over  which  the  receiver  ia  appointed  pass  into  the 


possession  of  the  Court,  the  Judge  to  whom  the  cause  is 
assigned,  and  to  whom  the  receiver  must  go  for  directions, 
becomes,  in  fact,  although  not  in  terms,  the  governing 
director  of  the  business  for  the  time  being.  This  is  not  a 
responsibility  which  Judges  care  to  assume  indefinitely.  If 
the  object  of  the  receivership  has  not  been  achieved  on 
the  expiration  of  the  period  originally  fixed,  it  is  customary 
to  extend  it  from  time  to  time  by  subsequent  orders,  but 
the  general  attitude  of  the  Court  is  one  of  discouragement 
to  the  long  continuance  of  receiverships. 

Unless,  as  in  rare  circumstances,  the  Court  dispenses 
with  security,  the  official  status  of  a  receiver  appointed  by 
the  Court  is  not  complete  until  the  security  is  given.  The 
amount  of  the  security  is  fixed  by  the  Court,  and  is  usually 
twice  the  ertimated  value  of  the  assets  likely  to  come  into 
the  receiver's  hands,  vriien  they  consist  of  personal  pro- 
perty of  a  movable  nature.  When  the  assets  consist  of 
real  or  immovable  property,  a  valid  sale  cannot  be 
effected  by  the  receiver  without  the  leave  of  the  Court,  and 
the  security  in  such  cases  is  therefore  usually  less  than  the 
estimated  value  of  the  property,  particularly  when  the 
value  is  large. 

The  security  must  be  given  at  the  receiver's  own 
expense,  and  is  almost  always  in  the  form  of  a  bond  of  a 
guarantee  society.  There  are  several  important  corpora- 
tions giving  these  guarantees  whose  bonds  are  accepted  by 
the  Court.  The  premium  varies  in  inverse  ratio  with  the 
repute  and  standing  of  the  receiver,  8  to  to  per  cent,  per 
annum  on  the  amount  of  the  bond  being  an  ordinary  rate 
in  the  case  of  well-known:  practitioners.  This  premium  is 
payable  by  the  receiver,  and  may  not  be  charged  in  his 
accounts,  but  the  fact  of  his  having  been  subjected  to  this 
expense  is  not  overlooked  when  the  amount  of  his 
remuneration  is  fixed.  As  the  estate  is  realised,  and  the 
proceeds  are  paid  in,  so  the  amount  of  security  may  be 
reduced  by  order  of  the  Court. 

In  cases  of  urgency,  the  Court  will  sometimes  give  the 
receiver  leave  to  act  before  security  has  been  furnished, 
but,  in  such  cases,  the  party  at  whose  instance  he  is 
appointed  has  to  undertake  to  be  responsible  for  the 
consequences  of  his  acts. 

When  the  bond  has  been  given*  aiid  the  receiver  is 
legally  clothed  with  possession,  anyone  who  seeks  to  dis- 
turb or  interfere  with  Hie  property  of  which  he  has  been 
appointed  receiver  (even  if  he  be  a  sheri£E  who  executes 
process)  is  guilty  of  contempt  of  Court. 

The  manner  and  extent  to  which,  in  the  winding-up  of  a 
company,  or  in  bankruptcy,  a  receiver  has  to  give  way  to 
provide  far  preferential  payments  has  been  the  subject  of 
two  Acts  of  Ibe  Legislature,  the  second  Act  following  a 
decision  of  the  Courts  as  to  the  meaning  of  the  first  Act. 

The  first  Act  was  -The  Pr^^^ff^^f'^^OJ^" 
Tuptcy  Act  of  1888/*  which  pronded  that,  Q  the 
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distribution  of  the  assets  of  any  company,  paFochial  and 
other  rates,  wagos  or  salary  of  a  clerk  or  servant  not 
exceeding  50,  and  wages  of  labourers  not  exceeding  ^25, 
should,  33  between  themselves,  rank  equally  in  priority 
to  other  creditors. 

In  1896  Mr.  Justice  North  decided,  in  the  case  of 
Richards  v.  KidderminsUr  (1896,  2  Ch.  212),  that  the  Act  of 
1888  dealt  only  with  preferential  payments  to  be  made  by 
the  liquidator  out  of  the  assets  in  his  hands,  and  conse- 
quently did  not  override  the  charge  of  debenture-holders  or 
other  secured  creditors. 

It  was  this  decision  which  led  to  the  passing  of  the 
second  Act — namely,  "The  Preferential  Payments  in  Bank- 
ruptcy Act  of  1897."  That  Act  extended  the  Act  of  1888, 
so  as  to  give  the  claims  of  preferential  creditors  priority 
over  the  claims  of  holders  of  debentures  or  debenture  stock 
under  any  floating  charge  to  the  extent  to  which  the  assets 
of  the  company  available  for  the  payment  of  general 
creditors  proved  insufficient  to  meet  them. 

Although  the  Acts  relating  to  the  subject  of  preferential 
payments  are  of  comparatively  recent  date,  the  practice  of 
giving  protection  to  wage  earners  is  supported  by  ancient 
precedent  and  modem  usage  alike.  In  countries  like 
Spain,  where  the  Roman  law  still  holds,  no  less  than  in 
some  of  the  States  of  the  United  States  of  America,  and  in 
Canada,  the  labour  lien  applies,  so  that  workmen  who 
have  been  engaged  on  railway  or  other  works  are  entitled 
to  a  lien  thereon  for  their  wages,  such  lien  being  superior 
even  to  the  claims  of  mortgagees.  In  this  respect  the 
principles  which  govern  the  modem  practice  represent  no 
new  development  of  democracy,  but  are  really  a  return 
to  the  ways  of  ancient  Rome. 

It  has  been  said  that  the  first  duty  of  a  receiver  is  to 
receive.  There  have  been  receivers  (mostly  non.profes- 
sional)  on  both  sides  of  the  Atlantic  whose  devotion  to 
tbis  rule  has  been  chiefly  manifest  when  the  question  of 
their  remuneration  was  concerned.  The  remuneiatioa  of 
a  receiver^  when  he  is  not  acting  as  manager  also,  is 
usually  fixed  by  way  of  a  percentage  on  the  amount 
collected,  but  the  Court  will  take  into  account  any  extra- 
ordinary trouble  or  expense  to  which  he  may  have  been 
put  in  the  performance  of  his  duties,  although  such 
special  labours  have  not  resulted  in  any  present  cash 
receipts.  When  the  receiver  is  also  acting  as  manager,  his 
remuneration  is  usually  based  upon  the  time  expended 
by  himself  and  his  staff,  and  is  charged  at  the  ordinary  pro* 
fessional  rates.  The  remunnution  is  credited  in  the 
receiver's  accounts  as  a  payment,  and  deducted  from  the 
balance  paid  into  Court. 

While  the  primary  object  of  a  receiver  is  to  realise  and 
collect,  it  is  often  necessary,  for  the  proper  discharge  of 
his  duties  and  the  protection  of  the  assets  entrusted  to  faia 
care,  that  he  should  snpad  large  sums  of  money.  A 


receivership  frequently  becomes  necessary  because  all  the 
working  capital  is  exhausted,  and  the  receiver  finds  him- 
self faced,  at  the  outset,  by  the  imperative  need  of  find- 
ing funds  for  a  business  whose  credit  is  gone.  Very  oftea 
wages,  on  whose  payment  the  continuity  of  tiie  business 
depends,  are  due  on  the  morrow  of  the  appointment,  and 
there  is  no  cash  balance  out  of  which  to  pay  them.  In  such 
circumstances  the  Court  will  authorise  the  receiver  to 
borrow  on  the  security  of  the  property  in  his  hands,  and 
such  borrowings  will  rank  in  front  of  the  claims  of  the 
debenture-holders  which  he  represents.  But  authori^  to 
borrow  is  not  synonymous  with  ability  to  borrow.  It  is 
the  business  of  the  receiver  to  find  a  lender  without 
becoming  personally  responsible  for  the  mon^  he  borrows, 
and  this  is  not  always  an  easy  task.  Such  borrowings  are 
most  frequently  necessary  where  a  receiver  and  manner 
is  authorised  to  carry  on  Uie  business  in  respect  of  which 
he  is  appointed. 

Hie  receiver  is  UaUe  for  any  loss  arising  from  his  own 
carelessness,  neglect,  or  wilful  dafaulti  or  the  unauthorised 
delegation  of  authority  or  delivery  of  money  or  property  to 
others;  but  he  is  not  expected  to  be  more  careful  of  the 
receivership  property  than  of  his  own.   He  is  also  person- 
ally liable  for  all  debts  which  he  contracts,  unless  there 
is  a  specific  agreement  with  the  creditors  to  the  contrary, 
but  he  is  entitled  to  be  indemnified  out  of  the  assets  for 
all  such  personal  obligations  properly  incurred,  and  such 
Indemnity  ranks  in  priority  to  the  claims  of  persons  who 
have  advanced  money  pursuant  to  an  order  of  the  Court. 
There  is  an  exception  to  this  rule  of  personal  liability 
where  he  is  appointed  under  a  trust  deed,  the  terms  of 
which  empower  the  trustees  for  debenture<holders  to 
nominate  a  receiver  ajul  manager  who  is  to  act  as  and  be 
the  agent  of  the  company.  If  a  raceiver  so  appointed  con- 
tinues to  act  after  an  order  has  been  made  for  winding  up 
the  company,  he  becomes  personally  liable. 

It  not  infrequently  happens  thi^  s  receiver  has  to  cany 
on  a  business  at  a  loss,  pending  realisation  or  recoastrtic- 
tion,  and  it  requires  great  watchfulness  lest  the  realisable 
value  should  shrink  to  a  point  at  which  it  becomes 
insufficient  to  cover  his  personal  responsibilities.  Cases 
are  by  no  means  unknown  where,  in  the  vain  hope  of 
effecting  aa  advantageous  sale  as  a  going  concern,  a 
receiver  and  manager,  possessed  of  more  zeal  than  discre- 
tion, has  carried  on  a  declining  or  unprofitable  business 
for  a  protracted  period,  with  melancholy  consequences  to 
his  clients  and  lomself.  When  he  has  been  obliged,  in 
the  end,  to  resort  to  a  forced  realisation,  he  has  found 
himself  saddled  with  responsibilities  in  excess  of  the 
realisable  value  of  the  assets,  and  has  not  only  had  to  go 
without  remuneration  (in  itself  a  suffident  reflection  on 
his  business  capacity),  j^^^.^^W2i^>0®^(«rge  the 
indebtedness  out  of  his  own  fun^.  (3 
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The  position  of  a  iec«iT«r  is  often  difficult,  and  one  that 
c^Is  for  great  forethought  and  insight.  To  cany  on  a 
business  at  a  loss  may  lead  to  serioos  consequences,  but 
the  forced  sale  of  the  same  business  may  be  equally  or 
even  more  disastrous.  It  is  ea^  to  slaughter  an  estate  by 
hasty  and  injudicious  sale.  The  receiver  may  eren  see 
his  way,  by  so  doing>  to  satbfy  the  claims  of  the 
mortgagees  on  whose  behalf  he  is  appointed.  But  the  duty 
of  a  receiver  goes  beyond  the  mere  satisfaction  of  the 
claims  of  the  debenture-holders.  He  ought  to  have  the 
same  desire  to  protect  those  whose  claims  rank  after  them. 
He  is  frequently  in  a  position  where  he  has  to  reconcile 
rcmflictiog  interests,  especially  where  there  is  a  series  of 
charges  of  different  ranks  and  values. 

The  receiver  and  manager  is  often  confronted  with  the 
ta^k  of  pacifying  dissatisfied  shareholders  and  aggrieved 
debenture-holders,  to  say  nothing  of  the  work  of  raising 
fresh  money  before  it  is  possible  for  him  to  place  the 
undertaking  on  a  better  footing  with  a  view  to  avoiding 
liquidation  or  making  a  satisfactory  sale.  He  may  even 
find  it  advisable  to  demand  an  apparent  sacrifice  from  the 
body  whose  interests  he  represents.  In  these  circum- 
stances the  personal  equation  counts  for  much.  The 
lesuurcefulness  and  financial  connections  of  the  receiver 
may  greatly  facilitate  the  provision  of  the  necessary 
funds,  while  the  weight  of  his  authority  may  be  the 
determining  factor  in  securing  a  satisfactory  arrangement 
«f  conflicting  interests. 

In  every  body  of  investors  there  are  generally  some 
whose  one  idea  is  to  stand  rigidly  on  their  legal  rights, 
and  it  may  be  the  duty  of  the  receiver  to  wean  them  from 
that  statuesque  but  unprofitable  attitude.  For  example, 
debeatnce-holders  to  the  amount  of  500,000,  whose 
Mcurity  consists  of  assets  which  may  stand  in  the  books  at 
three  times  that  sum,  but  which,  for  various  reasons, 
might  not  realise  more  than  ;^3oo,ooo  on  a  forced  sale, 
may  be  well  advised  to  reduce  the  face  value  of  their 
security,  and  also,  perhaps,  the  rate  of  interest,  in  con- 
sideration of  the  subscription  by  the  shareholders  of 
partly-paid  shares  in  a  reconstructed  company,  so  as  to 
provide  funds  for  the  re -establishment  of  the  business. 
Shareholders  could  not  be  expected  to  assume  this  liability 
merely  to  improve  the  securUy  of  the  debenture-holders. 
i^mt  coocession  is  reqttired  from  them  also,  and  may  be 
advantageously  given.  When  such  a  reconstruction  has 
been  carried  through,  the  business  may  become  profitable 
again,  and,  with  more  assets  and  steady  earnings,  the 
iAentvxes,  although  reduced  in  amount,  may  be  more 
valuable  than  before. 

When  lArge  and  important  undertakings  are  concerned, 
a  is  often  not  feasible  to  sell  them  outright.  They  may 
>f— be  disposed  of  as  going  f»ncems;  btit  in, 
pcihaps,  the  majority  of  cases  the  choice  lies  between 


reconstruction  or  a  forced  sale.  The  latter  course  should 
be  avoided  whenever  possible.  It  almost  inevitably  means 
the  displacement  of  labour,  and  the  sacrifice  of  plant, 
machinery,  trade  connection,  and  goodwill.  Whether 
regarded  from  the  professional  or  any  other  point  of 
view,  reconstruction  is  the  more  satisfactory  course.  The 
saving  of  an  industrial  business  from  disaster  means 
better  value  for  its  assets  and  a  continuation  of  employ- 
ment for  the  workers  engaged  in  it. 

Technically  speaking,  the  reconstruction  of  a  company 
does  not  fall  within  the  province  of  a  receiver,  but  it  is 
often  the  only  practicable  thing  for  him  to  do,  if  the  best 
interests  of  all  concerned  are  to  be  promoted.  In  this 
connection  he  may  render  valuable  service,  for  which  the 
machinery  of  the  Court  would  furnish  no  adequate 
remuneration.  In  these  circumstances  it  is  sometimes  pro- 
vided that  the  amount  of  his  remuneration  shall  be  dealt 
with  by  agreement  among  the  parties  concerned,  or  fixed 
by  arbitration,  instead  of  being  settled  by  the  Court  on  the 
ordinary  basis. 

The  business  with  which  a  receiver  and  manager  may 
have  to  deal  are  so  varied  that  it  is  impossible  to  lay  down 
specific  rules  for  their  guidance.  An  active  professional 
experience  has  covered  receivenhips  of  limited  companies 
owning  raiilways  in  the  Colonies  and  abroad,  collieries  at 
home  and  in  Che  Colonies,  tobacco  plantations  in  the  Far 
East,  iron  furnaces,  steel  mills,  electrical  engineering 
works,  publishing  and  newspaper  businesses,  financial 
and  investment  trusts,  theatres,  breweries,  manufacturing 
and  trading  concerns  situated  in  Great  Britain,  Canada, 
Australia,  South  Africa,  France,  Spain,  and  Turkey. 

The  business  of  a  receiver,  like  the  business  of  account- 
ancy, IS  world-wide,  and  may  take  him  wherever  money  is 
invested  or  trade  is  established.  Different  laws  may 
involve  variations  in  procedure,  just  as  different  businesses 
involve  variations  in  treatment,  and  the  receiver  must 
adapt  himself  to  loc^  conditions.  But  the  broad  principles 
00  which  all  businesses  should  be  conducted  are  of 
universal  application,  and  are  much  the  same  all  the  world 
over. 

A  receiver  usually  continues  to  act  until  the  office 
becomes  unnecessary  through  the  satisfaction  of  the  claims 
of  the  debenture-holders  by  repayment,  or  by  substituted 
security  in  a  reconstruction  or  re-arrangement.  He  may 
retire  earlier  for  reasonable  cause,  such  as  infirmity,  in 
which  case  the  costs  of  his  discharge  are  home  by  the 
estate.  If  be  seeks  to  retire  without  reasonable  cause,  he 
must  bear  the  cost  of  the  change  himself.  He  is  also  liable 
to  removal  for  irregularity  in  bis  accounts,  or  gross 
dereliction  of  dttty.  A  bankrupt  is  disqualified ;  a  peer  is 
regarded  with  disfavour.  Men  in  both^  positions  have 
privileges,  although  of  diffe^^ig|^,@i^@a(@ter. 
fere  with  the  enforcement  of  the  ordinary  remei£eb.  The 
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reasons  which  disqualify  a  peer  might  also  be  urged 
agaiast  the  appointmeot  of  a  member  of  Parliament. 

The  advantages  of  appointing  Chartered  Accountants  to 
the  important  and  responsible  duties  of  receivers  and 
managers  of  large  enterprises  have  long  been  appreciated 
in  Kngland.  Their  experience  aad  training  in  the  science 
which  has  done  so  mnch  to  make  possible  the  vast  fabric  of 
modern  commerce  and  international  exchange,  by  enabling 
every  variety  of  transaction  in  trade  and  finance  to  be 
directed  and  controlled,  give  them  a  peculiar  fitness  for 
the  complicated  tasks  with  which  receivers  have  often  to 
contend.  Skilled  in  accounts,  familiar  with  commercial 
law  and  usage,  acquainted  with  business  of  almost  every 
description,  and  possessed  of  a  knowledge  of  men  and 
affairs,  the  members  of  the  profession  of  Chartered 
Accountants  have  now  attained  in  England  the  rank  and 
confidence  which  they  have  long  enjojed  in  Scotland,  and 
which  the  certified  public  accountants  in  the  United 
States  of  America  are  securing  with  rapid  strides.  To  the 
certified  public  accountants  in  America,  as  the  profession 
is  consolidated  and  its  status  is  better  understood,  the 
inqwrtant  receiverships  which  axe  inevitable  from  time  to 
time  in  an  enterprising  industrial  community  will  doubt- 
less become  generally  entrusted,  with  advant^e  to  their 
clients  and  credit  to  themselves,  and  an  important  branch 
of  business  will  pass  into  the  hands  of  those  who  are  most 
competent  to  deal  with  it. 


H»epteciation  and  an  HnMtor'8 
VesponsfMUts  in  Connection  TCbetewttb. 

By  J.  P.  Bainbkidge,  Jr.,  F.I.A.V. 

An  essay  written  for  the  Incorporated  Accountants 
Students'  Society  of  Victoria. 

The  subject  of  depreciation  is  one  of  the  most  interest- 
ing, complicated,  and  delicate  with  which  the  auditor  has 
to  deal — interesting  because  it  is  one  of  those  subjects  which 
take  him  out  of  the  grooves  in  which  auditing  work  usually 
runs  and  project  him  Into  the  centre  of  the  work  and 
interests  of  men  whose  occupations  and  knowledge  are 
widely  different  from  his  own  ;  complicated  because  of  the 
infinite  variety  of  the  articles  which  are  subject  to  depre- 
ciation, and  of  the  extent  to  which  they  are  so  subject ;  and 
delicate  because  of  the  danger  th«re  is  of  an  auditor  coming 
somewhat  into  conflict  with  the  directors  of  his  company 
on  the  question  of  the  provision  which  it  is  proper  to  make 
for  depreciation. 

Depreciation  is  defined  as  "diminishing  value"  or  a 
"falling  in  value,"  and  the  depredation  contemplated  by 
the  title  to  this  essay  Is  the  diminished  value  of  the  assets 
of  a  business  at  the  end  of  a  period,  as  compared  with  their 
value  at  some  previous  date,  usually  at  the  end  of  the 


previous  fiscal  period ;  and  it  is  thought  that  the  question 
is  intended  to  be  considered  principally  in  relation  to  the 
assets  of  companies,  as  it  is  in  these  ctues  only  that  any 
serious  responsibility  on  the  part  of  an  auditor  arises. 
Depreciation  may  be  the  result  of: — 

(1)  A  fall  in  the  market  price  at  which  the  asset  can  be 

bought; 

(2)  The  lessened  life  of  the  asset,  due  to  the  use  made 

of  it,  and  the  consequent  wear  and  tear  it  has 
snfiisred,  during  the  period  under  review  ;  or 
(3}  Some  invention  which  in  point  of  efficiency  is  so 
mperior  as  to  render  the  asset  obsolete ;  and  to 
these  may  be  added 
(4)  The  gradual  exhaustion  of  a  wasting  asset  by  the 
lapse  of  time,  or  by  the  value  extracted  from  a 
source  of  supply  which  is  not  anlimited. 
Before  entering  on  a  discussion  of  the  sul^ect  of  depre- 
ciation, it  is  necessary  to  make  a  distinction  between  fixed 
assets  and  floating  or  circulating  assets,  and  the  following 
definiti<m8  are  offered  as  beiog  sufficient  for  most  ordinary 
cases: — 

Fixed  assets  are  those  which  are  acquired  for  use  in  a 
more  or  less  permanent  form  in  carrying  on  the  busi- 
ness of  any  particular  undertaking. 

Floating  or  circulating  assets  are  those  which  axe  only 
acquired  for  the  purpose  of  being  disposed  of  again 
either  in  their  original  or  in  an  altered  form. 

The  business,  consequently,  looks  for  its  profit  to  the 
turnover  of  its  floating  assets,  and  not  directly  to  its  fixed 
assets,  which  are  only  useful  in  so  far  as  they  contribute  to 
the  turnover  of  the  others.  The  fixed  assets  do,  however, 
their  service  distinctly  assist  the  profit,  inasmnch  as  the 
turnover  could  not  be  maintained  without  them. 

This  distinction  between  fixed  assets  and  floating  assets  is 
important,  since  it  is  in  respect  of  fixed  assets  only  that  any 
difference  of  opinion  arises.  In  the  case  of  floating  assets, 
the  dictates  of  common  sense,  the  principles  of  accounting, 
and  the  requirements  of  the  law,  all  agree  that  depreciation 
of  these,  from  whatever  cause,  must  not  be  overlooked,  but 
must  be  taken  into  account  immediately. 

The  principal  factors  to  be  con^dered  in  determining  the 
amount  of  depreciation  to  be  provided  are  : — 

(1)  The  first  cost  oi  the  asset. 

(2)  The  period  of  its  probable  life. 

(3)  The  probable  cost  of  repairs  and  renewals  during 

its  life. 

(4}  The  value  which  may  remain  in  the  asset  after  it  is 
discarded  as  unfit  for  its  original  purpose. 
It  is  in  consideration  of  points  such  as  these  that  the 
accountant  comes  into  close  touch  with  the  work  of 
engineers,  manufacturers,  and  other/^Mrte-fipnlwIiom  his 
usual  work  is  far  removed'^ '^'^^^  by  V^OUglL 
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If  aocmmte  informatim  u  to  the  first  f>f  the  above  hcton 
is  obtained,  and  reasonably  accurate  estimates  aa  to  the 
other  three  are  made,  the  rate  of  depreciation  for  any  new 
ondeftaking  can  be  arrived  at  thos  .— To  the  first  cost 
(bctor  I  above)  add  the  estimated  upkeep  during  the 
"life"  {factor  3),  and  from  the  snm  thus  obtained  deduct 
the  re^ual  valne  at  the  end  of  the  *'  hfe  "  (factco'  4).  Then 
divide  the  result  by  the  years  of  life  (factor  2),  and  the 
quotient  will  be  the  annual  sum  to  be  written  off. 

If  it  be  agreed  to  chaige  to  revenue  all  renewals  and 
repairs  in  the  years  in  which  they  are  incurred,  the  third 
fictor  may  be  omitted,  and  the  problem  will  then  be  greatly 
simplified,  and  the  chances  of  arriving  at  a  comet  result 
much  improved. 

Althoagb  in  the  case  of  a  new  undertaking  a  reasonable 
estimate  of  a  proper  charge  for  depreciation  may  be  arrived 
at  by  tlic  means  just  outlined,  still  depreciation,  in  tbe  last 
retort,  must  be  a  matter  of  experience  combined  with  prudent 
foresight. 

Until  the  results  of  experience  over  a  suffident  period  have 
been  odiated,  the  provision  to  be  made  for  depreciation  is, 
as  already  stated,  a  matter  of  estimate  and  conjecture. 

An  ample  experience  of  any  particular  class  of  asset,  the 
RMlts  of  the  experience  having  been  carefully  and  accurately 
noted,  should  furnish  the  basis  for  detennining  very  closely 
the  rate  of  d^redation.  Inasmuch,  however,  as  there  is 
always  a  probability  of  something  unexpected  happening 
which  may  add  to  the  normal  rate  of  depreciation,  it  is  well 
to  make  fwovidon  at  a  rate  somewhat  higher  than  the 
miBimum  indicated  by  normal  experience. 

Provision  may  be  made  by  writing  a  r^ular  percentage 
year  by  year  off  the  balance  of  the  account  representing  the 
asset  Since,  of  course,  each  writing  off  has  the  effect  of 
reducing  the  balance  of  the  account,  this  method  is  spoken 
of  as  a  percentage  on  the  diminishing  value.  In  the  opinion 
of  the  writer  this  method  is  probably  the  one  employed  in 
tbe  great  majority  of  cases,  but  he  ventures  to  submit  that 
unless  its  effect  has  been  studied,  and  is  fully  appreciated, 
by  all  conosmed,  it  Is  likdy  to  lead  to  serious  misunder- 
standing. It  is  suggested  that  a  board  of  directors  might 
instruct  that  secretary  to  write  to  per  cent,  off  the  Plant 
Account.  The  secretary  does  it  in  the  only  way  that  occurs 
to  him,  reducing  the  Plant  Account  by  the  amount  of  the 
dqiTBciation  each  year,  and  this  goes  on  for  years  without 
question.  The  directors,  the  while,  are  under  the  impression 
that  they  are  providing  for  the  complete  writing  down  of 
their  plant  in  ten  years,  whereas,  under  the  method  being 
enfdoyed,  at  the  end  of  the  tenth  year  there  will  still  be  35 
per  cent.  Of  the  cost  of  the  original  plant  standing  on  the 
books. 

Because  the  provision  of  a  percentage  on  tbe  diminishing 
value  may  thus  lead  to  confusion,  it  is  suggested  that  the 
better  {dan  would  be  to  calculate  the  percentage  on  the  total 


cost  of  the  asset,  as  contemplated  in  the  description  pre- 
viously given,  of  the  method  of  arriving  at  an  estimate.  If 
this  be  done,  it  will  probably  be  wise  to  credit  the  annual 
depreciation  to  a  Depreciation  Reserve  Account,  so  that  the 
Asset  Account  may  always  famish  the  cost  to  date  without 
difficulty.  Such  a  Depreciation  Reserve  Account,  however, 
should  never  be  shown  as  a  Reserve  Fund  on  the  liabilities' 
side  of  the  Balance  Sheet,  but  the  amount  of  the  Asset 
Account  should  he  shown,  less  the  amount  of  the  reserve. 
-  In  working  thto  method,  there  is  one  point  which  will 
require  to  be  carefully  watched  by  both  bookkeeper  and 
auditor.  If  ten  years  be  the  period  over  which  the  asset  is 
to  be  depreciated,  care  must  be  taken  that  at  tbe  end  of  the 
tenth  year  an  amount  equal  to  the  first  cost  of  tbe  asset  is 
transferred  from  the  Reserve  Account  to  the  Asset  Account ; 
and  if  additions  have  been  made  to  the  asset  and  charged  to 
the  Asset  Account,  similar  adjustments  must  be  made  as 
required  in  subsequent  years,  so  as  to  write  out  of  the  Asset 
Account  costs  which  have  been  fully  provided  for. 

lu  smne  large  concerns  it  is  tbe  custom  in  connection 
with  such  accounts  as  Plant,  Furniture,  and  the  like,  in 
addition  to  writing  off  annual  depreciation,  to  charge  the 
accounts  with  int«est.  In  the  case  of  a  lease  this  practice 
is,  of  course,  only  prcqwr,  as  one  expects  a  leas^old  to  repay 
every  penny  expended  upon  it,  with  interest,  and  accord- 
ingly interest  should  be  chained.  But  in  the  case  of  assets 
acquired  solely  for  use,  and  for  the  sake  of  the  profit  (as 
distinguished  from  interest)  to  be  made  by  their  use,  it  is 
suggested  that  there  are  no  very  substantial  reascms  theoret- 
ical or  practical,  for  first  charging  the  asset  with  interest  and 
then,  of  necessity,  writing  offa  larger  amount  for  depreciation ; 
whilst  there  is  the  objection  that  under  this  system  tbe 
charges  against  revenue  become  heavier  as  the  years  go  on ; 
and  as  the  charges  for  repairs  may  also  be  expected  to  become 
heavier  concurrently,  the  system  is  not  a  satisfactory  distri- 
bution of  the  burden  of  depreciation  and  upkeep  over  a 
term  of  years. 

When  dealing  with  assets  which  will  he  subject  to  depre- 
ciation, great  care  diould  be  exercised  to  see  that  the  assets 
are  classified  according  to  their  liability  to  depreciate,  and 
the  following  points  may  serve  to  indicate  more  exactly  what 
is  meant  by  this  classification.  For  example,  the  values  of 
land  and  buildings  should  not  be  combined  in  one  account, 
since  the  buildings  must  defffeciato,  whereas,  under  normal 
conditions,  the  land  may  be  expected  to  appreciate.  Neither 
should  the  value  of  wooden  and  iron  buildings  be  included 
with  those  of  brick  or  stone,  as  the  respective  rates  of  depre- 
ciation  will  materially  difiisr.  Nor  should  heavy  machinery, 
such  as  engines  and  boilers,  be  charged  to  the  same  account 
as  movable  plant  and  tools,  as  the  depreciation  of  the  latter 
will  be  much  more  rapid  than  that  of  the  former. 

Comii^  to  the  portion  of  ^e  ^ubii^t  ^icb  deals  with 
an  auditor's  responsibility  in  co^ecuo^  with  depr^Jbtion, 
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one  is  inclined  to  make  use  of  the  truism  that  hit  duty  in 
this  coanection  is  the  same  as  in  comiection  with  other 
departments  of  his  audit — viz.,  to  see  that  the  Balance 
Sheet  to  which  he  gives  his  certificate  is  in  fact  a  full 
and  fail  one,  presenting  a  correct  view  of  the  position  of 
the  company,  or,  if  it  is  not,  to  see  that  he  indicates  unmis- 
takably in  what  respects  it  does  not  come  up  to  that 
standard.  Doubtless,  however,  it  is  not  the  intention  that 
this  portion  of  the  subject  should  be  pat  aside  thus  li^tly. 

The  proposition  that  one-half  the  value  of  a  Balance 
Sheet  consists  in  the  correct  statement  of  the  assets,  and 
the  other  half  in  the  correct  statement  of  the  liabilities, 
aumot  be  questioned;  and  any  Balance  Sheet  which  departs 
in  the  smallest  d^;ree  firom  this  standard  of  perfection  loses 
something  of  its  full  value. 

Our  sobject  only  requires  that  we  should  consider  the 
correct  statement  of  the  assets. 

If  we  imagine  the  case  of  a  manufiacturing  business  which 
has  lud  in  a  new  plant,  and  has  been  working  for  12 
months,  during  that  time  providing  out  of  revenue  what  was 
necessary  for  ordinary  upkeep,  I  think  it  will  be  admitted 
that  from  no  point  of  view  can  the  plant  at  the  end  of  the 
twelve  nuNiths  be  worth  what  it  cost. 

It  conld  not,  of  course,  under  ordinary  drcumstances,  be 
sold  for  anything  like  the  same  sum,  and  the  various  parts 
cannot  have  the  same  period  of  usefulness  before  them  as 
they  had  when  first  installed. 

Accordingly  the  asset  is  not  wmrth  its  cost,  and  any 
Balance  Sheet  at  the  end  of  the  13  months  which  states 
it  at  its  original  cost  is,  to  the  extent  of  the  undisclosed 
depreciation,  incorrect. 

The  object  of  this  essay  is  to  all^e  and  maintain  that  the 
auditor  should  not  give  an  unqualified  certificate  to  such  a 
Balance  Sheet. 

The  opinion  of  Mr.  Adam  Murray,  F.C.A.,  a  leading 
English  accountant  and  an  author  of  accountancy  works,  is 
quoted  with  approval  by  Professor  Dicksee  in  '*  Auditing," 
as  follows : — "  Accountants  would  hesitate,  or  indeed  refuse, 
"to  agn  such  a  Balance  Sheet,  inasmuch  as  it  did  not 
*'  represent  the  true  position  of  the  company.  Having  had 
*'  experience  of  wear  and  tear  and  de[ireciation  in  various 
"  forms,  thdr  influence  should  be  nsed  to  secure  adequate 
**  dednctiotts,  in  order  that  Balance  Sheets  may  be  accurate, 
"  so  that  ot^ectlon  could  not  be  taken  to  them."  And  the 
present  writer  humbly  accepts  these  views,  as  embodying 
the  correct  standard  for  an  auditor  in  this  matter. 

The  Mlnre  of  many  Victorian  accountants  to  conform  to 
this  standard  has,  it  is  submitted,  to  some  extent  at  least, 
tended  to  diminish  the  value  of  an  audit  in  the  eyes  of  many 
business  men. 

It  has  happened  more  than  once  in  the  case  of  companies 
that  had  eSected  a  writing  down  of  values  which  should 
have  beoi  made  years  ago,  that  the  chairman  has  come 


before  the  members  with  the  statement  that  the  Balance 

Sheet  then  presented  to  them  was  the  first  correct  one  which 
the  company  bad  issued  for  years.  Yet  these  incorrect 
Balance  Sheets  had  been  certified  to  by  well-known  accoun- 
tants, and  no  qualifications  whatever  had  been  added  to 
their  certificates. 

A  statement  such  as  those  referred  to  would  seem  to  be 
one  of  the  severest  condemnations  possible  of  the  auditors 
of  the  companies  concerned,  and  yet  so  poor  is  the  opinion 
of  the  use  of  an  audit— in  this  department,  at  any  rate- 
that  neither  directors,  shareholdere,  nor  auditors  seem  to 
have  been  conscious  of  any  shortcomings. 

A  further  evidence  of  the  opinion  generally  held  as  to  the 
limited  scope  of  the  average  audit  is  to  be  found  in  the  fact 
that  no  man,  taking  up  the  Balance  Sheet  of  a  somewhat 
unknown  company  for  the  purpose  of  looking  into  its  value 
from  an  investment  point  of  view,  places  much  reliance  on 
the  values  of  the  assets  as  stated  therein,  but  wants  to  test 
these  for  himself.  One  does  not  object  to  his  caution  in 
satisfying  himself,  but  jealousy  for  the  profession  leads  one 
to  object  to  his  at  once  assuming  that  he  cannot  place  much 
reliance  on  the  Balance  Sheet ;  whilst  at  the  same  time  one 
admits  that  he  has  justification  for  his  attitude. 

It  is  difficult  to  find  any  excuse  for  the  auditors  who 
treat  the  subject  of  depreciation  as  an  utterly  negligible 
quantity,  and  their  action  is  far  from  being  in  the  interests 
of  their  profession ;  but  in  justice  to  them  it  should  be  said 
that  in  the  instances  referred  to  the  position  of  the  com- 
panies has  been  thoroughly  well  understood  by  all  closely 
connected  with  their  management.  But  the  position 
has  not  necessarily  been  understood  by  all  for  whom 
the  certificates  were  given,  and,  of  course,  even  if  eveiTone 
concerned  did  know  that  the  Balance  Sheets  were  incorrect, 
that  would  not  justify  the  auditors  in  certifying  that  they 
were  correct. 

In  dealing  with  tliis  part  of  the  snbject  it  has  hitherto 
been  considered  from  the  point  of  view  of  anditors'  past 
failures  to  fulfil  their  responubilities  in  connection  with 
depreciation,  and  the  bad  resnlts  flowing  from  those  failures, 
that  being,  perhaps,  one  of  the  best  methods  of  indicating 
what  those  responsilnlities  are. 

It  may  now  be  considered  from  a  positive  point  of  view, 
and  the  auditor's  responsibili^  may  be  said  to  arise  tinder 
three  heads:  — 

(1)  Education. 

We  are  entitled  to  assume  that  he  is  himself  well 
grounded  and  informed  on  the  subject  of  depreciation,  and 
he  should  use  his  knowledge  and  experience  in  educating 
his  clunits  on  the  subject,  and  leading  them  to  form  sound 
views  concerning  it. 

(2)  Influence. 

He  should  use  all  thg^^^i^^e  ^hj^^^Bf|^  know- 
ledge, hit,  c^pcricuLC,  and  his  confidential  wlatiuns  gi.e 
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iota  to  sae  fhat  the  practica  (rf  his  clients  ia  this  matter 
is  based  on  sound  and  conservative  principles.  In  other 
vords,  he  shonld  take  active  measures  to  see  that  the 
importance  of  providing  adequately  for  depreciation  is  put 
before  his  clwnts,  and  that  they  do  not  BC<^)t  blindly  any 
of  the  specioaa  a^uments  frequently  made  use  of  by 
directors  iriien  circumstances  are  such  that  it  does  not  suit 
their  purposes  to  make  due  provision  foe  depreciation. 
(3)  CtriificaiioH. 

Having  failed  to  get  his  views  adopted,  he  must  consider 
the  position  with  a  view  to  reasonably  satisfying  himself 
that  the  value  of  the  assets  is  overstated.  If  he  can  obtain 
a  valuation,  well  and  good ;  if  not,  in  a  case  where  fair 
provision  had  bMn  made  in  the  past  he  might  not  feel 
justified,  on  the  first  occasion  of  failure,  in  publishing 
the  opinicm  that  the  values  were  overstated ;  but  if  the 
failure  continued,  he  could  probably  feel  suflSciently  con- 
fident after  two  or  three  years  to  qualify  his  certificate. 
If,  however,  tiie  directors  express  a  definite  opinion  as  to 
the  values,  the  auditor  miist  not  lightly  set  it  aside,  but 
must  have  very  good  grounds  for  bis  action  before  taking 
so  extreme  a  step. 

The  auditor's  responsibility  has  now  been  stated  under 
the  headings  of  Education,  Influrace,  and  Certification. 
Whilst,  however,  it  is  thought  that  most  auditors  will  agree 
with  this  statement,  it  should  be  added  that  the  third 
heading  alone  is  the  one  under  which  legal  responsibility 
arises. 

Having  arrived  at  the  position  that  the  certificate  should 
be  qualified,  the  question  arises  as  to  what  is  to  be  the 
nature  of  the  qualification.   Is  it  sufficient  to  point  out  in 
a  general  and  unobtrusive  manner  that  depreciation  has 
not  been  provided  for,  or  that  only  a  small  amount  has 
been  set  aside  for  that  purpose?  It  is  submitted  diat  this 
is  not  suflkient,  but  that  the  auditor  should  commit  him- 
self to  a  definite  statement  of  opinion,  that  the  assets 
appear  at  an  over-valuation  by  reason  of  Uie  neglect  to 
provide  depreciation ;  and  the  following  are  the  groimds 
on  which  thss  view  is  held,  viz. :  — 
(i)  A  statement  that  depreciation  has  not  been  provided 
refers,  on  the  face  of  it,  chiefly  to  the  Revenue 
Account,  and  the  fact  that  it  also  affects  the  Balance 
Sheet  might  easily  be  overiooked  by  many  share- 
holders. But  the  auditor's  certificate  refers  chiefly 
to  the  Balance  Sheet,  and  not  spcciflcally  to  the 
Revenue  Account  at  all ;   and  consequently  any 
qualification  of  the  certificate  should  be  so  expressed 
as  to  show  its  bearing  on  the  Balance  Sheet,  and  not 
on  tfie  Revenue  Account, 
(s)  It  is  thought  that  a  statement  that  depreciation  had 
not  bttra  provided  might  be  held  to  be  one  of  those 
statesnents  which,  while  not  giving  shareholders 
definite   information,  might  still  lead  them  to 


inquire  and  seek  information  u  to  the  values  of  the 

assets.  As  to  this,  the  following  passages  from  Lord 
Justice   Lindley's   judgment   in   the   London  and 
General  Bank  case  may  be  quoted: — "A  person 
whose  duty  it  is  to  convey  information  to  others  does 
not  discharge  that  dufy  by  simply  giving  them  so 
much  information  as  is  calculated  to  induce  them, 
or  some  of  them,  to  ask  for  more.   Information  and 
means  of  uifonnation  are  by  no  means  equivalent 
terms.  ...  I  will  add  that  an  auditor  irtio  gives 
shareholders  means  of  information,   instead  of 
information,  in  respect  of  a  company's  financial 
position  does  so  at  his  peril,  and  runs  the  very 
serious  risk  of  being  held,  judicially,  to  have  failed 
to  discharge  his  duty." 
This  finishes  the  consideration  of  our  subject,  and  in 
conclusion  it  should  be  stated  that  all  detailed  descrip- 
tion of  the  various  methods  of  writing  off  depreciation  has 
been  purposely  omitted,  in  order  to  keep  the  essay  within 
the  prescribed  limits.    Such  descriptions  are  furnished 
very  fully  in  several  of  Professor  Dicksee's  works,  and 
every  student  will  be  familiar  with  them. 


Stocltbroltino  in  5ndia.— ill. 


Bombay.— The  Parsee  Broker. 


By  Gbokgb  Cecil. 

Although  not  unlike  his  Anglo-Indian  and  Hindu 
confrius  who  adorn  the  financial  circles  of  India,  the 
Paisee  broker  of  Bombay  differs  from  these  native  brokers 
to  be  met  with  in  Calcutta  broking  circles.  He  is  gifted 
with  a  suavity  of  manner  all  his  own,  and  he  is  for  more 
industrious  than  are  the  European  brokers  who  ply  their 
calling  in  Bengal.  No  less  trustworthy  than  the  Aryan 
brokers  who  congregate  in  Clive  Street,  Calcutta,  he 
numbers  amongst  his  clients  many  English  and  native 
customers,  including  his  fellow  Parsees.  In  fact,  the 
latter  community  is  quite  the  richest  in  India's  western 
capital,  and  the  business  of  a  wealthy  Parsee  is,  there- 
fore, well  worth  obtaining.  Indeed,  compared  vrith  the 
Mahomets,  Ghoses,  Bhoses,  and  Lai  Dasses,  the  Jeejee- 
boys,  Jamjeeboys,  and  Chuckerbntties,  and  also  the 
innumerable  sun  worshippers  whose  names  terminate  in 
"  wallah,"  have  infinitely  more  important  buying  and  sell- 
ing orders  to  give  than  has  any  other  description  of  native. 
The  Government  officials  of  Bombay  also  are  occasionally 
open  to  a  mild  fiutter,  and  the  brokerage  in  connection 
therewith  goes  into  the  breeches  pocket  of  the  Parsee 
broker.  The  last-named,  nnlike  the  Mahawari  element, 
wears  trousers,  thot^h  of  apP*"*  J'*^cl('^i?'*l4^WWk>" 
I.Andon  tailor  to  weep  bitter  teaBi.'^^  ^ 
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It  will  perhaps  interest  the  readers  of  this  journal  to 
follow  the  Parsee  broker  through  bis  day's  work  and  play. 
Like  the  lark,  he  rises  early  and,  perhaps,  rides  a  bicycle 
for  an  hour  or  so  before  breakfast.  At  the  feast  in  ques- 
tion he  partakes  of  tea,  bread,  and  an  unsavoury  compound 
consisting  of  boiled  rice  and  what  appears  to  be  stewed 
cats*  meat.  Having  completed — or  "put  away,"  as  the 
vulgar  have  it — ^bis  repast,  he  attires  bimsdf  in  his  business 
suit.  The  garments  alluded  to  consist  of  a  long 
clerically  constructed  frock-coat  without  lappels,  and  the 
accompanying  pantaloons.  On  his  head  be  wears,  not  a 
hat,  but  an  arrangement  of  black  cardboard  which  is  not 
unlike  a  coal-scuttle.  It  should  be  added  that  in  the 
sommer  his  apparel  is  made  of  white  drill,  whilst  in  the 
winter  black  or  parti-coloured  cloth  takes  its  place, 
Patent  leather  shoes  provided  with  elastic  sides  and 
white  bone,  or,  if  he  is  rich,  mother-of-pearl  buttons,  add 
the  finishing  touch  to  a  costume  which  causes  him  to 
closely  resemble  an  Eurasian  missionary.  "Shanks'  mare," 
\-aried  by  the  hired  gharri  (cab),  will  convey  him  to  the 
offices  and  residences  of  his  cliMtili;  should  he  be  a 
person  of  opulence  he  will  possess  a  neat  brougham, 
which  will  be  drawn  by  a  "waler" — i.e.,  a  horse 
imported  from  Australia.  If  the  Parsee  broker  is  too  poor 
to  hire  a  wheeled  conveyance,  and  too  proud  to  walk,  he 
will  seat  himself  in  a  palkee,  a  vehicle  which  is  not  unlike 
a  packing-case  dashe4  with  sedan-chair  and  crossed  with 
dust-bin  and  butter-churn.  Being  wheelless,  its  stomach 
rests  on  the  ground  when  about  to  be  entered  by  the  hardy 
voyageur,  and  from  its  sides  protrude  handles,  whilst  the 
motive  power  is  supplied  by  four  coolies  (porters).  A 
journey  by  means  of  the  indigenous  palkee  results  in  the 
sufferer  being  violently  sea-sick,  unless  his  interior 
arrangements  are  of  cast-iron  ;  the  Parsee  broker,  how- 
ever, suffers  no  such  inconvenience,  a  circumstance 
which  is  not  surprising,  since  the  Aryan  in  question  is  but 
half  civilised,  and  exceedingly  easily  satisfied.  At  the  con- 
clusion of  his  day's  labours  he  disports  himself  at  cricket, 
or  takes  a  walk.  He  does  not  patronise  golf,  though  he  is 
sometimes  a  good  billiard  player.  In  alt  probability  he 
wilt  be  a  member  of  a  Parsee  club,  where,  should  he  be  of 
a  literary  turn  of  mind,  he  will  extend  a  welcome  to  the 
imported  English  papers,  as  well  as  to  those  of  native 
origin.  Of  an  evening  he  goes  for  a  drive,  and 
occasionally,  like  John  Gilpin,  he  bestrides  a  prancing 
steed,  but  the  latter  form  of  exercise  is  but  seldom 
indulged  in  by  him  ;  for  even  when 

"  .   .   .   .  pacing  a'er  the  stones 
With  caution  and  good  heed" 

he  does  not  feel  comfortable. 

As  in  Calcutta  broking  circles,   shares  ascend  and 

descend  in  value  by  a  rupee  at  a  time,  varied  by  four 
annas.  The  vexatious  "eighth."  "sixteenth,"  and  "thirty- 


seconds  "  do  not,  therefore,  worry  the  brain  of  the 
Bombay  broker.  And  this,  so  rude  people  say,  is  just 
as  well. 


(From  The  Manchister  GimrdittH.) 

The  subject  of  hidden  reserves  as  it  relates  to  public 
limited  companies  is  one  of  considerable  importance  to 
investors.   Whenever  a  company  is  successful  enough  to 
pay  a  reasonable  dividend  upon  its  share  capital  the  first 
consideration  to  occupy  the  minds  of  prudent  directors  is 
the  way  in  which  any  further  balance  of  profits  at  their 
disposal  should  be  used  in  the  building  up  of  a  reserve 
fund  sufficient  for  the  particular  company's  circumstances, 
and  not  until  such  reserve  fund  has  attained  certain 
dimensions  will  they,  as  a  rule,  consider  the  question  of  an 
increased  dividend.   Such  a  course  is  entirely  commend- 
able.   By  strengthening  the  financial  position  of  the  com- 
pany and  making  the  prospect  of  a  regular  dividend  more 
assured  it  benefits  each  individual  shareholder,  and  as  in 
this  case  the  amount  put  to  reser^-e  is  shown  in  the 
accounts,  and  is  known  to  ell  interested,  it  has  its  effect 
on  the  "markings  "  shown  on  the  share  list.   It  is  when  a 
company  begins  to  build  up  a  reserve  fund  which  is  not 
disclosed  (o  the  shareholders  or  shown  on  the  Balance 
Sheet  that  the  matter  enters  the  region  of  controversy.  As 
no  Balance  Sbeet,  at  any  rate  of  any  but  the  smallest  con- 
cerns, can  ever  exactly  represent  the  position  of  affairs, 
the  tendency  is,  as  a  rule,  to  keep  to  some  greater  or 
lesser  extent  on  the  right  side ;  and  it  may,  therefore,  be 
taken  that  successful  concerns,  or  all  that  can  aSord  to  do 
so,  always  have  something  "up  their  sleeve,"  and  that  the 
real  position  is  always  somewhat  better  than  that  disclosed 
by  the  Balance  Sheet.    This  so  much  **  up  die  sleeve  " 
really  represents,  as  far  as  it  goes,  bidden  reserve,  and  it 
is  therefore  necessary  that  directors  should  have  some 
latitude  and  discretion  in  the  matter. 

But  the  phrase  "  hidden  reserves "  realty  implies  a 
position  in  advance  of  this.  It  is  understood  to  mean  that 
after  the  Balance  Sheet  has  been  prepared  on  the  usual 
lines,  and  the  actual  net  profit  ascertained,  a  defimte  sum 
is  deducted  therefrom  and  placed  to  a  secret  reserve  fund 
which  is  not  disclosed  to  the  shareholders,  tbe  net  profits 
shown  in  the  accounts  bein^  those  remaining  after  the 
deduction  of  the  amouiM  so  allocated  to  reserve.  There 
are  several  ways  in  which  this  may  be  done.  Honne-trade 
houses  may,  after  taking  stock  on  the  usual  system  of  cost 
price  or  market  value,  whichever  is  tbe  lower,  deduct  a 
further  percentage  or  round  sum.  Banks,  as  is  pretty  well 
known,  write  down  the  amount  x»f  office  fi^itute  ur  of 
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bank  premisas  to  a  figure  far  below  the  real  value.  Some 
companies  have  in  their  articles  of  association  given 
powers  to  the  directors  to  set  aside  out  of  profits  sums 
which  are  not  disclosed  to  the  sbarehotdera  and  are  placed 
to  an  internal  reserve,  the  assets  or  iavestments  by  which 
they  are  represented  being  omitted  alt<^ether  from  the 
Balance  Sheet  and  being  known  only  to  the  directors  and 
auditors.  In  some  classes  of  business,  notably  banks  and 
insurance  companies,  the  castom  of  havii^  hidden  reserves 
is  so  strong  that  shareholders  would  have  legitimate  cause 
tor  complaint  if  they  proved  absent,  and  in  view  of  the 
large  losses  of  an  exceptional  character  which  such  con- 
cerns may  at  any  time  have  to  face  hidden  reserves  are  not 
merely  advisable  but  really  necessary. 

An  attempt  has  been  made  recently  by  a  large  mann> 
facturing  company  at  Birmingham  to  carry  the  position  a 
step  further.  They  wished  to  have  power  not  only  to  build 
up  a  fund  in  this  way,  but  also  to  make  special  payments 
from  it,  also  without  disclosure  to  the  shareholders.  A 
shareholder,  however,  contested  their  right  to  this  power, 
and  on  trial  the  Court  decided  tiiat  no  such  power  could 
lawfully  be  granted  in  the  articles  of  association.  It  is 
andetstood  that  an  appeal  is  to  be  made  from  this  judg- 
ment, so  that  comment  would  be  out  of  place  here,  but  it 
may  be  remarked  that,  while  such  powers  might  be  useful 
to  directors  and  in  some  cases  beneficial  to  the  company 
by  providing  a  secret  "war  chest"  or  fighting  fund,  one 
can  easily  understand  the  reluctance  of  the  Court  to 
extend  the  powers  of  directors  to  such  an  extent. 

Of  course  the  objection  to  hidden  reserves  is  that  a 
shareholder  who  wishes  to  realise  his  holding  is  ignorant 
'jf  the  actual  position  of  his  company,  and  does  not  obtain 
the  price  for  his  shares  that  he  would  get  if  the  additional 
assets  possessed  by  the  company  were  known.  Another 
objection  is  that  hidden  reserves  may  be  used  to  gloss 
over  bad  years,  and  so  bolster  up  bad  management  or 
declining  buiiooss.  On  the  other  hand,  it  must  be  remem- 
bered that  rcfular  dividends  have  great  effect  in  stiffening 
shaxe  quotations,  far  more  than  any  question  of  a  com- 
pany's assets,  and  in  so  far  as  reserves  contribute  to  this 
iMolt  each  shareholder  benefits.  But  the  real  purpose  of 
■sent  xseerves  ia  as  far  as  poaaiUe  to  pot  limited  com< 
panies  in  the  advaatageoaa  position  of  private  traders  as 
regards  non-ilisclosure  at  critical  times  of  information 
vfaich  might  be  useful  to  competitors  and  react  detri- 
■entally  to  the  business  of  the  company.  Used  with  dis- 
Oition  and  without  excess  they  add  stability  aod  work  for 
tfce  penDaaent  benefit  of  the  coooem,  and  thoi^h  they 
■ay  sometimes  be  dangerous  in  the  hands  of  an 
■ucmpaloos  board,  Uiat  is  less  an  argument  against  them 
ikan  in  favour  of  electing  directors  ia  whom  confidence 
cube  reposed. 


JBtUs  ot  Bscbanoe  (CcoBBCd  Cbeques) 
Set.  1006. 

{6  Edw.  VII.,  c.  17.) 

An  Act  to  amend  Section  8s  of  the  Bills  of  Exchange 
Act,  1883.  [4th  August  r9o6. 

Be  it  enacted,  ftc. 

I.  Amendmtnt  of  45  Sf  46  Vict.,  t.  61,  s.  8a.— A  banker 
receives  payment  of  a  crossed  cheque  for  a  customer 
within  the  meaning  of  Section  82  of  the  Bills  of  Exchange 
Act,  18S2,  notwithstanding  that  he  credits  his  customer's 
account  with  the  amount  of  the  cheque  before  receiving 
payment  thereof. 

3.  Short  Tit/t. —Ihia  Act  may  be  cited  as  the  Bills  of 
Exchange  ^Crossed  Cheques)  Act,  1906.  and  this  Act  and 
the  Bills  of  Exchange  Act,  188a,  may  be  cited  together  as 
the  Bills  of  Exchange  Acts,  iSSa  and  1906. 


Aeettnga  (or  tbe  ensuing  Meeft, 


Tuisday  —  Institute    of    Chartered  Accountants.— 
General  Purposes  Committee,  at  3  p.m. 

WtAntiay — Chartered  Accountants'  Benevolent  Asso- 
ciation,— Executive  Committee,  at  3  p.m. 


The  Central  Association  op  Accountants. — We 
extract  the  following  from  The  Times: — The  President 
and  Council  of  this  Association  entertained  a  large 
gathering  of  members  and  friends  at  a  garden  party 
and  conversazione  held  in  the  gardens  of  the  Royal 
Botanic  Society,  Regent's  Park,  on  Saturday.  Mr.  F.  C. 
Morgan  (President),  in  a  short  address,  said  the  Associa- 
tion was  but  in  its  infancy,  but  be  could  congratulate  the 
members  upon  a  very  promising  banning  of  its  career. 
It  was  not  the  occasion  to  enter  upon  abstruse  questions 
of  accounts  and  audit ;  the  opportunity  for  explanation  of 
his  views  in  relation  to  these  subjects  would  arise  later. 
The  Council  would  spare  no  endeavour  to  make  the 
Association  worthy  of  its  name,  working  in  no  spirit  of 
antagonism  to  other  institutions  and  with  no  desire  to 
encroach  on  existing  rights.  The  entertainment  included 
scenes  from  "Twelfth  Night,"  presented  by  members  of 
the  Shakespeare  Reading  Society,  a  selection  of  music  by 
the  Anglo-Viennese  Bijou  Orchestra,  and  a  vocal  concert 
under  the  direction  of  Mr.  D.  Smith.  The  Vear-Book  of 
the  Associ^ion,  containing  bye-laws,  prt^ramme  of 
lectures,  examination  papers,  &c. 
publication.  "^iS'^i^^"^ 


^  ~  ~Q  "    Hill   *W  V 
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fOXvLtcs  an^  snils  of  Sale  fn  £n^lan^ 
and  Vnales. 


According  to  Kimp's  MircaniiU  Ga$etU,  the  total  namber 
of  commercial  failures  recorded  in  England  and  Wales 
daring  the  week  ending  Friday,  Sept.  14th,  was  137,  viz.: — 
New  Bankruptcy  Proceedings  published  in  the  Londo*  GoMeitt, 
68 ;  Deeds  of  Arrai^:ement  registered,  6g.  The  respective 
numbers  in  the  correspondiog  week  of  last  year  were : 
Bankruptcies.  78;  Deeds  of  Arrangement.  63— total,  141 ; 
being  a  decrease  of  4.  The  total  number  of  commercial 
failures  recorded  during  the  37  weeks  of  the  present  year  is 
5,935 ;  the  total  oamber  recofded  in  the  corresponding  37 
weeks  of  last  year  was  6,314,  showing  a  decrease  of  379. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
S^t.  X4th,  was  134.  The  nnmber  in  the  corresponding  week 
of  last  year  was  147,  showing  a  decrease  of  13.  The  total 
number  filed  daring  the  37  weeks  of  the  present  year  is 
5,405 ;  the  total  number  filed  In  the  comspondlng  37  weeks 
of  last  year  was  5,935,  showing  a  decrea&e  of  530. 


Debenture*. 


The  Mortgages  and  Charges  registered  1^  limited 
companies  in  England  and  Wales  daring  the  week  ending 
Friday,  Sept,  14th,  amounted  to  jfi,6ii,724,  by  way  of 
addition  to  /3,ii2,754,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ;fi,g32,684.  showing  a  decrease  of 
^320,960.  The  total  amount  registered  daring  the  37 
weeks  of  the  present  year  was  j^6o,839,398  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  ;f  58,702,345  for  the  corresponding  37  weeks 
in  1905,  showing  an  increase  of  ;£3ti37>053. 


The  will  of  Mr.  John.  Hudson  Smith,  F.C.A.,  4a  Apsley 
Road,  Cliftonj  Bristol,  Chartered  Acconntant,  has  been 
proved.  He  has  left  £1,700  to  charitable  institutions 
and  liberal  bequests  to  servants  and  employees.  The 
estate  is  of  the  gross  value  of  ;f  35.400  3s. 


Sank  Wt  ot  SNsconitt. 
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May  4tb   4% 

Jane  atst   3j% 

Sept.  13th  ,   4% 


CoatenU  ot  No.  /tf59,  September  3 J,  1906, 

LauHwo  Akticucs  :  ■  Fmi 

Gerard  van  de  Llade,  Esq.,  F.C.A   jij 

The  Relative  Value  of  B.Sc.  and  B.Com.  Degrees   314 

Secret  Reserves    316 

Company  Law  Reform  and  Slock  Exchange  Abases    319 

Wkkklt  Nom : 

Combines  and  Competition— Losses  In  the  World's  Mercantile 
Marine   3P 

Seme  Quaint  Insurance  Risks — Partnerships  and  Promissory 
Notes— The  Trade  Union  Bill— Cash  Reserves— American 
Insurance  Premiums  and  Income  Tax   jii 

Mr.  Bryan  and  the  Trusts— The  Bills  of  Eichonxe  (Crossed 
Che(]ues)  Act,  1906— The  Associated  Chambers  of  Commerce 
—Directors  and  Professional  Charges    311 

Company  Liquidation- A  Bookkeeping  Question— Trealmen I 
of  Coal  Royalties  as  Income  in  Trust  Accounts— An  Accoun- 
tant's "  Vade  Mecum"— Motor 'Buses  and  Depreciation   314 

Audit  Fees  —  Income  Tax  —  Forged  Certifieatw  —  Tlie 
Auctioneera'  Institute— The  Bank  Rale   315 

Interest  on  Estate  Duty    316 

CORRBSPONDBKCB  AMD  KMOOIRISS  : 

Cbeck-Flgure  System— The  DedsioD  in  Davis  v.  PMHt— 

Cumulative  Preference  Shares   316 

Poor  Rate  Assessmen^Form  ct  Accounts  for  Local  Antfaocldes  317 

UiaCBLLAKBOua : 

Reviews   3^ 

Receiverships   Jig 

Depreciation  and  an  Anditor'a  Responsibility  In  Connection 

Therewith   334 

Stockbroking  in  India  .'   337 

Hidden  Reserves    338 

Bills  of  Exchange  (Crossed  Cheques)  Act,  1906   339 

Meetings  for  the  ensuing  Week    339 

Faihires  and  Bills  of  Sale  in  England  and  Wales   540 

Bank  Rate  of  Discount  


The  Chartered  Aeeoantaiits* 


Senevolent  association. 

PrMUmU: 
B.  WATBRHOUSB,  Esq. 

Tnatmnrt: 
J.  DIX  LEWIS,  Btq. 
F.  W.  PIXLEY,  Bmi. 
GBSARD  VAN  DB  UNDE,  Esq. 
Smktn: 

WILLIAMS  DEACON'S  BANK,  LIM. 


goring  the  year  ended  3tst  March  1906,  Relief  wu 

Itranted  in  29  cases  to  the  amount  of  j^876  7s.  6d. 

donations  and  Annuities  to  necessltons  Members 
are  paid  only  out  of  the  net  Inoome  received  from 

Annual  Subscriptions  and  InvestmMits. 

^11  Donations  and  Legacies  are  invested. 

I^embers  of  the  Institute  of  Chartered  AccotiDtants 
are  earnestly  requested  to  become  Members  of 
the  AMOciation. 


UOOROATI  PlACB, 
LOKBOIli  B.C/ 


QEORQE  XOLVILI 


Digitized  by 


L:.00< 


imy. 


The  Accountant 

THE  RECOGNISED  WEEKLY  ORGAN  OF  CHARTERED  ACCOUNTANTS 
ACCOUNTANCY  THROUGHOUT  THE  WORLD. 


Vol.  XXXV.— New  Series.— No.  1660.]    SATURDAY,  SEPTEMBER  29.  1906.  [Price  6d. 


WE   ABE   NOW  READY  FOB    OBDEBS  FOB 


JUSTS©" 


PBRPETCAL  LEDGER 

(oa  tb«  Loo8«-Leftf  prtndple) 

Which  W0  emuidfr  tha  Btat  on  the  Market. 

IT  U   LOnOV    HUC   THSOVOHOUT,   UD    WS  UE 
THBUVOBB  ftUftlMTEE  PBOHPT  DBLIVBBT. 


Inqniries  faiTlUd  for  above  bj~- 


TOLLIT^HARVEY 


Accorrrr  Book  Experts  &  MANrpAcrnsiNo  Stationhrs, 
Dept.  "A."  7«  ORSSUX  STREET,  LOHDOM. 


THE 

British  Law  Fire  Insuranoe  Company, 

LIMITED. 

5  Lotbbury,  Ijoodon,  E.G. 

{With  Branclm  thnughoiU  tkt  KtmgOom.) 


Subscribed  Capital,  ONE  MILLION 

STBRUNG. 

NO    PORBION   BUSINBSS  UNDBRTAKBN. 


GBHTLBUEN  IN  A  FOSITION  TO  INTRODUCE  BUSINESS 
ARB  INVITBD  TO  UNDBRTAXB  AGENCIES. 

Jart  PoUiiM.    M  PM— •    Mm  1/-  ^ 

'  Pa rlia mehta  ry  Companies  \ 

'  Br  p.  N.  KBBN,  Barrl»t«r*at-Law. 

A  Kprhit  of  a  Laotun  Mtvend  to  members 
of  the  London  Chartered  Accountants  Students' 

I       GEE  &  CO.,  PubiuktTS.  34  Mowgult  Strttl.  London.  F..C 


Wheatley  Kirk,  Price  &  Co., 

VALUERS,  AUCTIONEERS  ft  ARBITRATORS 

OF   EVBRY  DESCRIPTION  OF 

WOSKB,  rLAMT,  MCHlinKT,  ft  STOCK. 

PKRIOOICAL  VALUATIOH3  AT  SrWCIAL  RATtM 
ANKUAL    tNA^rCTIONB    roM  Dm^RKCIATiam. 

SAiM»  OF  WomxB  mr  pmivatm  tkmaty. 
PiliirwaMHtM  fH  EmaiMEmmtHa  ^kopcmion  «jtMNaa> 


46  Watling  Street,  London,  E.a 

Mid  ALBERT  SQUARE,  MASCHBSTSR. 
TkLtraoNl  jfin  Bamk.     I^lkouus— INDICES,  LONDON. 


JUST  PUBUSHBD. 

Doniy  8to.      S4  Pi«m.       Price  ejd.  post  free. 


TABLE  "A." 

A  reprint  of  the  new  Regulations 
for  the  Management  of  a  Company 
Limited  by  Shares. 

«EB  *  00b,  rnbUdMH,  N  H«Mtfat«  Stntt,  BX. 


Xeaditid  articles. 


The  Companies  (Windinf-Up)  Report. — I. 


'THE  Fifteenth  General  Annual  Report  by  the 
Board  of  Trade  under  Section  29  of  the 

Companies  (Winding-up)  Act,  1890,  which  we 
'  reproduced  in  these  columns  last  month,  would 

be  an  extremely  unexciting  document  were  it 
I  not  for  the  announcements  made  by  the 
^  Secretary  of  the  Board  in  that  wi^li.>is 

nominally  the  Report  HxS^  %nt  is  g^wr^ly 
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regarded  as  a  mere  formal  preface  thereto.  In 
most  years  it  is  the  Report  of  the  Comptroller 
of  the  Companies  Department  which  is  of  chief 
interest,  whereas  upon  this  occasion  interest  is 
almost  entirely  confined  to  the  Report  from  the 
Secretary  to  the  President  of  the  Board  of 
Trade,  to  which  the  Comptroller's  Report  is  an 
annex. 

Following  the  lines  of  his  predecessors, 
Mr.  Llewellyn  Smith  makes  the  usual  futile 
attempt  to  show  that  the  Winding-up  Depart- 
ment is  run  at  a  profit.  It  would  not  require 
any  very  exhaustive  inquiry  into  the  manner  in 
which  his  figures  have  been  compiled  to 
altogether  dispel  this  impression;  but,  apart 
from  that  and  taking  the  figures  as  they  stand, 
it  is  clear  that — at  all  events,  since  the  31st 
March  1896 — the  Department  has  been  run  at  a 
heavy  loss,  although  (owing  to  the  accounts 
being  framed  upon  a  cash  basis  instead  of  a 
revenue  basis)  the  results  of  separate  years  are 
very  unequal,  varying  between  a  surplus  of 
£2,430  for  1902-3,  and  a  deficit  of  £5,682  for 
1896-7.  Bearing  in  mind  that  the  Department 
receives  interest  on  something  like  half-a- 
million  sterling,  creditors'  moneys  which  it  has 
in  hand,  and  that  it  charges  2i  per  cent,  upon 
all  such  moneys  as  pass  through  its  hands,  one 
would  have  thought  that  a  more  satisfactory 
financial  result  might  have  been  arrived  at,  even 
without  taking  into  account  the  heavy  fees 
which  the  Board  of  Trade  charges.  The  truth 
of  the  matter  is,  of  course,  that  for  several 
years  past  it  has  been  impossible  to  find 
sufficient  work  to  occupy  the  expensive  staff 
that  was  got  together  in  1891  and  1892,  and 
although  that  staff  has  been  since  considerably 
reduced,  it  is  still  unnecessarily  large,  and  in 
consequence  unduly  expensive. 

It  is  satisfactory  to  observe  that  the  Board 


of  Trade  has  already  caused  a  Bill  to  be  drafted 
consolidating  the  Companies  Acts,  1862  to  1900. 
As  a  preliminary  step  towards  the  undertaking 
of  this  almost  colossal  task  this  can  hardly  be 
regarded  as  premature.    For  obvious  reasons, 
however,  it  would  be  ridiculous  to  ask  the 
Legislature  to  pass  a  codifying  Act  and  to  then 
straightway    proceed    to   introduce  further 
measures  for  the  amendment  of  the  existing 
law.    If  the  codifying  Act  is  to  serve  any  useful 
purpose,  let  us  at  least  get  all  the  company 
amendment  that  is  upon  the  board  passed  first, 
and  then  frame  the  measure  to  bring  all  the 
then  existing  company  law  into  one  single  Act, 
There  is  something  a  little  humorous  about 
the  Board  of  Trade's  belated  discovery  that 
Table  A,  which  has  been  without  revision  for 
over  forty  years,  has  become  out  of  date  and 
little  adapted  to  modern  requirements.  Doubt- 
less the  Board,  like  many  others,  had  forgotten 
all  about  the  provisions  of  Section  71  of  the 
Companies  Act,  1862,  which  empowered  it  to 
make  such  alterations  in  these  pro  forma  articles 
as  it  might  deem  requisite  from  time  to  time. 
The   Board's  attention  to  this  section  was 
doubtless  directed  by  someone  upon  or  con- 
nected with  the  Committee  that  has  recently 
reported,    for    after    forty    years   we  now 
find   that   not   merely   has   a    new  Table 
A  been  drawn  up,  but,  without  waiting  for 
it    to    be  seriously    discussed  by  business 
men  and  company  lawyers,  the  Board  has  issued 
a  Gazette  notice  bringing  the  new  set  of  articles 
into  force  as  from  the  ist  prox.    As  we  have 
already  mentioned  in  these  columns,  the  new 
Table  is  a  material  improvement  upon  the  old 
one ;  but,  however  that  may  be,  it  is  difficult  to 
justify  the  precipitance  with  which  they  have 
been  rushed  into  practical  ^^^pjQpp* 
opportunity  for  criticesi         en  conSdotition, 
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being  affwded,  more  especially  when  this  new 
attitude  is  contrasted  with  the  supineness  of 
the  past  generation  or  so. 

The  announcement  that  a  Bill  has  been 
prepared  carrying  out  the  whole  of  the  recom- 
mendations made  by  the  Committee  appointed 
by  the  Board,  under  the  chairmanship  of  Mr. 
J.  G.  Butcher,  K.C.,  to  inquire  into  the 
methods  of  bond  investment  companies  is  satis- 
factorj',  in  the  sense  that  it  is  always  satisfac- 
tory to  find  a  Government  Department  acting 
upon  the  advice  of  a  Committee  that  has  care- 
fully considered  and  reported  upon  a  subject 
that  has  been  referred  to  it.  The  subject  is,  of 
course,  ia  this  instance  one  of  interest  only  to 
a  very  limited  class,  and  the  Bill  is  thus  not 
likely  to  attract  much  public  attention.  Our 
own  view  is  that  the  majority  of  these  par- 
ticular undertakings  might  be  suppressed 
altogether  without  being  seriously  missed;  but, 
so  long  as  they  can  be  compelled  to  carry  on 
business  upon  a  sound  financial  basis,  so  drastic 
a  treatment  would  be  obviously  unnecessary. 

Coming  now  to  the  Report  of  the  Comptroller 
of  the  Companies  Department  on  the  general 
working  of  the  Companies  (Winding-up)  Act, 
1S90,  for  the  year  ended  31st  December  last, 
we  cannot  but  observe  that  this  official  appears 
to  have  concerned  himself  more  with  the  forma- 
tion of  new  than  with  the  liquidation  of  old 
companies.  We  have  already  pointed  out, 
however,  that  the  Department  has  for  some 
little  time  past  been  suffering  badly  from  a 
want  of  work  to  do ;  and,  that  being  so,  it  is 
perhaps  just  as  well — as  we  have  to  pay  for  the 
expensive  machinery  of  this  Government 
Department — that  its  functions  should  be 
extended  in  the  direction  indicated.  When 
one  bears  in  mind,  however,  that  in  the  course 
of  last  year  only  8g  companies  were  wound  up 


by  order  of  the  Court,  and  in  37  of  these  the 
Official  Receiver  was  not  appointed  liquidator, 
it  must,  we  think,  be  admitted  that  a  total 
expenditure  estimated  at  £24,656  for  the  year 
ended  31st  March  igo6  seems  a  little  excessive. 

It  is  of  interest  to  observe  that  the  Board  of 
Trade  exercised  the  power  vested  in  it  under 
Section  21  of  the  Companies  Act,  1900,  to 
appoint  an  auditor  in  default  of  appointment 
being  made  by  the  company  in  general  meet- 
ing, in  four  cases.  We  see,  however,  no  reason 
why  the  names  of  the  companies  and  the  names 
of  the  persons  appointed  as  auditors  should 
be  withheld.  Such  information  would  un- 
doubtedly be  of  general  interest,  and  it  is,  we 
think,  most  undesirable  that  even  so  limited 
an  amount  of  patronage  as  this  should  be 
invested  in  a  Government  official  without  the 
responsibility  necessarily  involved  in  publicity 
being  enforced. 


Accountants*  Examination  Subjects. 


pONSIDERABLE  interest  attaches  to  the 
^  announcement  which  we  were  able  to 
make  in  our  issue  of  the  15th  inst.,  that  the 
General  Examining  Board  of  the  Scottish 
Chartered  Societies  of  Accountants  had  issued 
a  new  syllabus  of  examinations  which  wQuld 
come  into  operation  after  the  conclusion  of  this 
year. 

With  the  changes  in  the  Preliminary  Exami- 
nation we  need  not  specially  concern  ourselves. 
Either  Latin,  French,  or  German  will  now  be 
made  a  compulsory  subject,  but  this  cannot  be 
regarded  as  serious,  in  that  probably  all  other 
examinations  of  a  similar  character  have  in- 
quired some  knowledge^of  at  jea^t^M  hy^i^e, 
ancient  or  modern;  total  <df  si> 


344 


THE   ACCOUNTANT       September  ig,  1906. 


subjects,  of  which  four  are  compulsoiy,  is 
certainly  not  excessive. 

In  the  Intermediate  Examination  it  is 
announced  that  the  Algebra  paper  will  include 
" annuities  certain,"  and  Paper  No.  4  "precis 
writing"  along  with  "correspondence."  In 
Scotknd,  of  course,  where  pare  accountancy 
work  is  scarcer,  a  knowledge  of  actuarial 
science  is  far  more  important  than  in  England — 
and,  indeed  (as  our  readers  will  remember),  the 
full  name  of  the  Glasgow  Institute  is  "  The 
"Institute  of  Accountants  and  Actuaries  in 
"  Glasgow" — but  although  for  ordinary 
purposes  professional  accountants  rarely 
require  to  employ  calculations  of  an  actuarial 
character,  there  can  be  little  doubt  as  to  the 
value  upon  occasions  of  a  good  knowledge  of 
mathematics  that  has  been  kept  free  from  rust, 
and  it  is  for  this  reason  that  we  have  often 
suggested  the  desirability  of  the  inclusion  of 
such  a  paper  in  the  Intermediate  Examination  of 
the  English  Institute.  With  regard  to  the  paper 
on  Correspondence,  which  is  now  to  include 
precis  writing,  there  can,  we  think,  be  no 
question  as  to  the  advantage  that  would  be 
gained  by  most  English  accountant  students 
from  a  serious  study  of  these  subjects.  A  very 
large  proportion  of  those  who  are  expert  book- 
keepers and  good  audit  clerks  have  absolutely 
no  idea  of  how  to  draft  a  report  or  to  take 
down  minutes  of  a  meeting.  Nothing,  of 
course,  creates  a  worse  impression  than  the 
issue  from  an  accountant's  office  of  an  ill- 
worded  and  perhaps  even  ungrammatical 
document,  and  it  certainly  requires  something 
more  than  the  Preliminary  Examination  to 
guard  against  these  defects,  for  it  is  not 
until  some  technical  knowledge  has  been 
acquired  that  it  is  possible  for  the  subject  of 
literary  style  to  be  seriously  studied  from  an 


accountant's  point  of  view.  The  addition  of 
such  a  subject  to  the  Intermediate  Examina- 
tion of  the  English  Institute  would  doubtless 
be  unpopular  among  students,  but  we  entertain 
no  doubt  that  in  the  long  run  the  advantages 
that  it  offered  would  be  duly  appreciated  all 
round. 

Turning  to  the  Final  Examination,  it  is  of 
interest  to  note  that  the  principles  of  Cost 
Accounts  and  statements  for  income-tax 
returns  and  claims  are  to  be  included  in  Papers 
Nos.  5  and  8  respectively.  Neither  of  these  is, 
of  course,  a  new  subject  with  the  English 
Institute,  and,  indeed,  a  certain  amount  of 
knowledge  in  respect  of  both  is  required  even 
of  candidates  for  the  Intermediate  Examina- 
tion; but  the  amount  of  knowledge  has  always 
been  uncertain  and  spasmodic — a  practice 
which  certainly  does  not  encour^e  regular 
and  systematic  training.  The  Principles  of 
Cost  Accounts,  moreover,  represents  a  hi 
more  satisfactory  examination  subject  than 
mere  odds  and  ends  of  questions  (if  we  may  be 
excused  the  term)  dealing  with  points  that 
have  suggested  themselves  to  the  examiner  in 
connection  with  some  one  particular  concern. 
The  enumeration  of  a  subject,  moreover,  as  part 
of  the  heading  of  a  paper  indicates — or  at  least 
should  indicate — that  at  least  one  question  upon 
that  subject  will  be  asked,  and  that  therefore 
it  is  worth  while  to  get  the  subject  up ;  whereas 
under  the  system  at  present  obtaining  in 
England  the  chances  are,  if  anything,  against 
a  single  question  being  asked  upon  Cost 
Accounts,  and  not  overpoweringly  in  favour  of 
an  income-tax  question  being  set. 

The  General  Examining  Board  of  the  Scottish 
Societies  was  established  in  March  1893,  and 
since  then  somewhat  numerous  changes  have 

Digitized  by  .  , 

been  made  with  a  view  to  enhancii^the  \'alue 
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of  the  examination  test.  We  do  not  altogether 
approve  of  the  system  of  p&ssing  the  Final 
Examination  by  instalments  that  was  inaugu- 
rated  a  few  years  since ;  but,  however 
that  may  be,  it  must  at  least  be  admitted 
that  a  very  decided  interest  is  taken  in 
its  work  by  the  Examining  Board.  The 
English  examinations,  which  date  from  some 
ten  years  earlier,  are  still  for  all  practical 
purposes  upon  the  old  lines.  The  subjects 
remain  nnaltered,  save  that  instead  of  there 
being  one  paper  for  Bookkeeping  and  another 
for  Partnership  and  Executorship  Accounts,  we 
have  now  two  papers  on  Bookkeeping,  one  of 
which  is  supposed  to  include  Partnership 
Accounts  and  the  other  Executorship  Accounts 
—a  supposition  which  is  not  always  justified  in 
fact.  Another  alteration  effected  in  June  1884 
was  the  abolition  of  the  two  papers  for  the 
Intermediate  Examination — Bankruptcy  and 
Company  Law  and  Mercantile  Law  and 
Arbitrations  and  Awards ;  while  a  third  was  to 
give  up  the  attempt  to  place  all  candidates  in 
order  of  merit  and  to  reserve  that  for  those 
occupying  a  place  in  the  honours  list.  These 
trifling  alterations,  however,  are  not  of  recent 
date,  and  represent  apparently  the  only 
improvements  the  English  Examination  Com- 
mittee have  thought  of.  We  venture  to  think 
the  list  of  books  recommended  to  students — 
whkh  remains  practically  the  same  as 
when  first  issued— should  be  brought  up  to 
date.  Another  long-standing  grievance  on  the 
part  of  candidates  is,  of  course,  the  long  time 
taken  by  the  Examination  Committee  in 
marking  papers  before  announcing  results.  So 
long  as  it  was  understood  that  the  whole  of 
the  work  of  correcting  papers  was  performed 
personally  by  the  examiners,  who  were 
members  of  the  Council  and  accountants  in 


active  practice,  there  was,  of  course,  much  to 
be  said  in  &vour  of  the  contention  that  these 
examiners  must  be  allowed  to  perform  their 
work  more  or  Jess  in  their  own  time;  but  now 
that  the  examiners  are  allowed  to  employ 
anonymous  assistants,  this  argument  can  no 
longer  be  regarded  as  possessing  the  same 
force. 


The  Incorporated  Accountant*'  Conference. 

'TO  celebrate  the  twenty-first  anniversary  of 
^  the  incorporation  of  the  Society  of 
Accountants  and  Auditors  its  Council  have 
arranged  a  Conference  in  London  next  week 
which  will  present  several  features  of  interest, 
the  more  so  as  these  Conferences  have  hitherto 
been  held  in  one  or  other  of  the  provincial 
cities.  The  proceedings  will  open  at  the 
Cordwainers'  Hall,  7  Cannon  Street,  E.C.,  on 
Thursday  next,  the  4th  prox.,  at  10.30  a.m., 
when,  after  the  reception  and  vote  of  thanks 
to  the  Master,  Wardens,  and  Court  of  the 
Worshipful  Company  of  Cordwainers  for  the 
loan  of  the  Hall,  the  President,  Mr.  W.  G. 
Rayner,  will  deliver  a  short  address  reviewing 
the  position  and  progress  of  the  profession 
during  the  past  twenty-one  years.  This  will 
be  followed  by  a  motion  by  Mr.  James 
Martin,  the  Secretary  of  the  Society,  seconded 
by  Mr.  Alex.  Aitken,  of  Johannesburg,  advo- 
cating the  regulation  and  control  of  the 
profession,  by  statute  of  the  Imperial  and 
Colonial  Parliaments,  in  the  interests  alike  of 
the  profession  and  of  the  public.  Inasmuch 
as  only  an  hour  is  set  aside  for  the  considera- 
tion of  this  question,  the  discussion  is  hardly 
likely  to  be  exhaustive.  At  its  conclusion 
Mr.  Chas.  H.  Wilson,  of  Leeds,  will  move  a 
resolution  expressing  regret  that  effect  hag^not 
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been  given  to  the  re''X)mmendations  of  the 
Joint  Select  Committee  on  Municipal  Trading 
of  1903,  which  will  be  seconded  by  Mr.  F. 
Walmesley,  of  Manchester.  The  Conference 
will  then  adjourn  to  the  Royal  Hotel,  Victoria 
Embankment,  for  luncheon,  and,  while  no  set 
programme  is  provided  for  the  afternoon,  there 
will  be  a  reception  at  the  Mansion  House  at 
9  o'clock  by  the  Right  Hon.  the  Lord  Mayor 
.(Sir  Walter  Vaughan  Morgan,  Bart.)  and 
the  Lady  Mayoress. 

On  Friday,  the  5th  prox.,  the  proceedings 
will  open  with  a  paper  on  "  Bankruptcy 
Reform,"  by  Mr.  Harry  L.  Price,  of  Man- 
chester, after  which  Mr.  Arthur  E.  Green, 
of  London,  will  move  a  resolution  in  favour  of 
legislation  protecting  deeds  of  arrangement 
from  voidancc  by  subsequent  bankruptcv,  pro- 
vided they  meet  with  the  approval  of  a 
majority  of  creditors  representing  three-fourths 
of  the  total  liabilities.  After  a  morning  thus 
devoted  to  the  discussion  of  insolvency  law 
and  practice,  the  Conference  will  adjourn  at 
12.45,  ^°  meet  an  hour  and  a-half  later  at 
Palace  Yard,  Westminster,  to  view  the  Houses 
of  Parliament  and  Westminster  Abbey,  and  at 
7,15  there  will  be  a  banquet  at  the  Whitehall 
Rooms  of  the  Hotel  M^tropole,  with  the  Presi- 
dent, Mr.  W.  G.  Rayner,  in  the  chair. 
Saturday,  the  6th  prox.,  will  be  devoted  to  an 
up-the-river  trip,  starting  from  Waterloo 
Station  at  8.40  a.m.  for  Kingston  and  Hampton 
Court. 

A  full  report  of  this  Conference  will  appear 
in  these  columns  in  due  course.  In  the  mean- 
while, however,  we  think  our  readers  can 
hardly  fail  to  be  struck  by  the  appropriateness 
of  taking  advantage  of  such  an  anniversary  by 
holding  a  Conference  in  London,  and  under 


such  circumstances  as  can  hardly  l&il  to  very 
prominently  direct  public  attention  to  the 
existence  of  the  Society,    With  a  continuation 
of  this  forward  policy,  as  compared  with  the 
less  advertising  policy  of  the  Institute,  it  is  not 
altogether  surprising  that  quite  a  large  number 
of  business  men,  and  the  majority  of  those  who 
are  not  engaged  in  business,  should  be  unaware 
of  the  fact  that  Chartered  Accountants  and 
Incorporated   Accountants  are  members  of 
distinct  organisations.  While  upon  the  subject, 
we  may  mention  that  the  recently-formed 
London   Association  of  Accountants,  Lim., 
which  a  short  time  since  adopted  the  expedient 
of  holding  a  Conference  at  the  Botanical 
Gardens,  Regent's  Park,  N.W.,  as  a  means  of 
drawing  attention  to  its  existence,  has  actually 
gone  the  length  of  issuing  a  circular  broadcast 
which  commences  as  follows : — 

"  Dear  Sir, — 

"As  doubtless  you  are  naturally  desirous  of  increas- 
ing your  practice,  may  I  call  your  attentioa  to  the 
opportunities  for  so  doing  which  will  be  offered  on  the 
passing  of  the  Trust  Accounts  (Audit)  Bill  now  before 
Parliament.  This  Bill  provides  that  all  trustees  must 
have  their  accounts  audited  once  a  year,  and  that  the 
auditor  must  he  a  memier  of  this  Association,  or  a  Chartered 
Accountant,  a  member  of  the  Society  of  Accountants  or 
a  bank  manager." 

The  suggestion  that  this  paragraph  would 
doubtless  convey  to  those  not  cognisant 
of  the  situation  would  be  that  the  London 
Association  of  Accountants,  Lim.,  was  the 
leading  body  of  professional  accountants, 
and  that  the  Bill  referred  to  had  been 
introduced  at  its  instigation,  both  of  which 
impressions  would,  of  course,  be  quite 
■  erroneous.  It  is  much  to  be  regretted  that 
'  nothing  can  be  done  to  prevent  this  altogether 
unnecessary  and  undesirable  multiplication  of 
societies,  which  ii^tUEaHyCwa)(Jgl@fect  of 
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confusing  the  public.  Apparently,  however, 
we  are  no  nearer  the  solution  of  this  hoary 
question  now  than  we  were  some  ten  or  twelve 
years  ago. 


Is  beyond  the  reach  of  any  organised  body.  In  the 
existing  state  of  the  law  the  public  would  appear  to  have 
no  means  of  obtaining  protection  against  unattached 
practitioners. 


Meelili?  Dotes* 


Th«  ProAto  ud  enterprising  company  has  recency 
iM9M  iBMnaae  issued  a  new  prospectus,  from  which 

Oomputy.  Um.  observe  that  applicants  for  loss  of  j 
profit  insurance  will  no  longer  be  required  to  allocate  ' 
the  total  amount  for  which  tliey  require  cover  between  1 
net  profit  and  items  of  standing  expenses.  A  new  ' 
policy  is  now  being  issued  containing  only  nine  con- 
ditions, against  nineteen  in  the  older  form. 


M"**— *  An  important  question  of  professional 
-pni^^g^  conduct  arose  out  of  the  application 
Uatag.  made  recsntly  In  Dublin  for  the 
compulsory  winding-up  of  a  company  that  was 
already  in  voluntary  liquidation.  The  legal  aspects 
of  the  matter  are  of  no  particular  interest  outside 
Ireland,  for  as  the  Companies  (Winding-up)  Act, 
1890,  only  applies  to  England  and  Wales,  the 
winding-up  practice  in  Ireland  still  follows  the 
provisions  of  the  i86a  Act.  The  point  that  attracts 
our  attention  here  is  that  one  of  the  chief  arguments 
put  forward  by  the  petitioner  for  a  compulsory  order 
was  apparently  a  statement  produced  by  the  late 
auditor  of  the  company,  which  showed  a  resalt  differing 
very  considerably  from  that  disclosed  by  the  company's 
last  Balance  Sheet,  which  had  been  audited  by  him. 
Ccaosel  for  the  respondent  company  complained  that 
this  statement  had  been  handed  to  the  petitioner  by 
the  late  auditor  after  the  shareholders  had  declined  to 
appoint  him  liquidator  in  the  voluntary  winding-up; 
but,  however  that  may  be,  a  question  of  some  consider- 
able importance  arises  as  to  whether  it  is  ever  per- 
missible for  an  auditor  or  for  the  late  auditor  of 
a  concern  to  voluntarily  disclose  to  third  parties,  and 
aforiiori  to  those  who  may  be  hostile,  Information  as  to 
its  a£EaiT8  which  has  come  to  his  knowledge  qua  auditor. 
If  a  member  of  any  of  the  recognised  institutes  of 
acconntants  were  to  act  in  this  manner  we  feel  sure 
that  the  governing  body  would  feel  called  upon  to  ask 
for  explanations  ;  but  in  the  case  under  review,  appar- 
ntly,  the  accountant  whose  conduct  is  under  criticism 


-  ...  In  his  report  to  the  Lord  Mayor, 
npon-Trn*  Aldermen,  and  Councillors  of  the 
Aecetmu.  Corporation  of  Newcastle-upon-Tyne, 
dated  the  31st  July  last,  the  professional  auditor,  Mr. 
Thomas  Bowdrai,  F.C.A.,  again  suggests  the  desirability 
of  considering  the  revision  of  the  method  of  keeping 
the  accounts.  He  points  out  that  in  the  report  on  the 
system  made  by  his  late  predecessor  it  was  made  clear 
that  the  recommendations  contained  in  that  report 
were  not  to  be  considered  as  incapable  of  further 
improvement  in  the  light  of  subsequent  experience. 
The  wide  extension  of  the  Corporation's  operations 
since  that  time,  including  the  establishment  of  trading 
undertakings,  has  introduced  entirely  different  con- 
ditions. The  method  of  valuing  corporation  assets  is 
not  sufficiently  comprehensive,  and  it  is  believed  that 
improvements  might  also  be  effected  in  the  Stores, 
Work  Done  (Recoverable),  and  Cartage  Accounts.  In 
accounting,  as  in  other  matters,  it  certainly  does  not 
do  to  stand  still  for  ever.  A  system  that  may  have 
been  most  advanced  twenty  years  ago  may  easily  be 
quite  out  of  date  at  the  present  time,  and  in  no  class 
of  undertaking  is  this  a  more  likely  contingency  than 
in  connection  with  the  accounts  of  local  authorities. 
We  gather,  moreover,  from  Mr.  Bowden's  report,  that 
the  treatment  of  the  Depreciation  Accounts  in  connec- 
tion with  the  Electric  Tramways  Department  is  one 
that  does  not  serve  its  purpose,  and  therefore  calls  for 
entire  reorganisation  at  an  early  date. 


Diitriot  Andlton*  The  Local  Government  Chronicle,  in  its 
SarchartfM.1  issue  of  the  8th  inst.,  contains  an 
article  on  Surcharges  by  Auditors  which  inter  alia 
draws  attention  to  an  anomaly  that  we  have  often 
mentioned  in  these  columns — namely,  the  absurdity  of 
the  surcharge  being  made  not  against  those  actually 
responsible  for  the  illegal  expenditure,  but  against 
those  who,  discharging  a  purely  administrative  duty, 
have  signed  the  cheque  for  such  payment.  The  unfair- 
ness of  this  procedure  is  so  obvious  as  to  render  a 
laboured  argument  unnecessary,  but  our  contemporary 
provides  such  an  argument  nevertheless,  stating  that 
where  goods  have  been  purchased  and  have  been 
accepted  and  used  by  a  locsH  ao^ority  they  h^t  be 
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paid  for,  and  as  the  authority  could  be  sued  for  them 
there  is  a  legal  obligation  to  pay  which  the  authority 
cannot  escape  from ;  whence  it  argues  that,  after  goods 
have  been  uged  and  the  time  has  come  for  them  to  be 
paid  for,  there  is  nothing  illegal  in  signing  a  cheque 
and  paying  a  just  debt.  This  suggests  to  us  another 
point  altf^ethex,  which,  so  tax  as  we  are  awar«,  has 
never  yet  been  argued— namely,  as  to  whether  a  person 
supplying  goods  or  services  which  represent  an  illegal 
expenditure  upon  the  part  of  the  local  authority  is  in  a 
position  to  recover  from  that  authority  at  law.  Prim4 
facte,  the  case  would  appear  to  be  that  of  principal  and 
agent,  and  the  creditor  would  presumably  be  held  to 
have  legal  notice  of  the  limitations  of  the  agent's 
authority.  An  agent  who  acts  beyond  his  authority  to 
the  knowledge  of  a  third  party  cannot  bind  his  principal 
to  such  third  party;  hence  it  would  appear  that 
there  is,  under  such  circumstances,  no  debt  legally  due 
by  the  local  authority.  This  may  be,  after  all,  the 
justification  for  the  practice  of  surcharging  those 
individuals  who  pay  away  pnbUc  moneys  to  persons  to 
whom  they  are  not  legally  due. 


Th«  LtabUltlts  disadvantages — or  shall  we 
•fLooal  say  one  of  the  disabilities?— of  local 
AnthorltlM.  authorities  engaged  in  trading  opera- 
tions is  that  owing  to  the  statutory  and  official  control 
over  their  finances  their  methods  of  dealing  with 
exceptional  crises  are  of  necessity  inelastic.  All  the 
charges  for  which  no  borrowing  powers  can  be  obtained 
most  be  charged  against  current  revenue,  there  being 
no  middle  course  of  carrying  to  a  Suspense  Account 
and  writing  them  off  gradually  over  two  or  three  years. 
Thus,  in  connection  with  a  tramway  accident  which 
occurred  at  Swindon  on  the  1st  June  last  claims  have 
already  been  received  for  compensation  amounting  in 
the  af^egate  to  thirty  thousand  pounds.  The  Cor- 
poration ofBcials  are,  we  understand,  sanguine  that 
twelve  thousand  pounds  will  cover  the  whole  liability, 
but  even  that  represents  a  rate  of  one  shilling  in  the 
pound,  which  is,  of  course,  a  serious  item.  It  may 
welt  be  questioned  whether  ratepayers  would  not 
prefer  to  equalise  these  risks  somewhat  by  having  them 
covered  by  insorance. 


TlM 

In  TataU 


Messrs.  Gee  &  Co.  have  just  issued  a 
reprint  of  the  new  Table  A  in  pamphlet 
form,  which  will  be  found  very  ccmvenient  for  reference, 
The  price  is  6id.  post  free. 


TheUw  Boel€tr  Among  the  Acts  passed  during  the 
and  UBdiMharfwl  past  Parliamentary  session  was  one  to 
Banknvti.  amend  the  Solicitors  Acts,  which  pro- 
vided that  Section  i6  of  the  Solicitors  Act,  1888,  which 
authorises  the  Registrar  of  Solicitors  to  refuse  to  issue 
certificates  in  certain  cases,  shall  apply  to  every 
solicitor  who  being  an  undischarged  bankrupt  applies 
for  a  fresh  certificate  or  the  renewal  of  a  certificate  to 
practise.  Power  is  also  granted  to  the  Registrar  of 
Solicitors  to  inspect  the  file  of  proceedings  in  bank- 
ruptcy relating  to  any  solicitor  without  fee,  and  to  be 
supplied  with  office  copies  of  documents  upon  pay- 
ment of  the  usual  charges. 


™.  .  w  .  .  .  According  to  an  account,  which 
What  U  llanlalpal  ** 

Capital  appeared  in  a  recent  issue  of  the 
ExpaadltonY  EUctrtcal  Engineer,  of  an  inquiry 
recently  held  by  the  Local  Government  Board  Inspector 
at  Bristol,  on  the  application  of  the  City  Coancil  to 
borrow  a  sum  of  ^^103,554  for  purposes  of  electric 
lighting,  the  Inspector  is  reported  to  have  stated  that 
loans  in  respect  of  capital  construction  did  not  cover 
the  wages  of  permanent  men.  It  is,  of  course,  necessary 
in  all  cases  to  make  careful  inquiry  that  ordinary 
current  establishment  charges  are  not  imprt^>erly 
capitalised,  but,  however  that  may  be,  the  rule  (if  indeed 
there  be  one)  that  the  wages  of  permanent  men 
employed  tm  constructive  wmk  cannot  be  capitalised 
and  borrowed  against  can  only  be  r^arded  as  a  piece 
of  ridiculous  red-tape.  One  cannot  help  thinking,  how- 
ever, that  either  our  contemporary  is  misinfonned  as  to 
what  took  place,  or  else  the  Inspector  was  speaking 
loosely,  and  made  use  of  an  expressfon  which  did  not 
accurately  convey  what  he  seriously  meant. 


SMMt  BmuhM. 


A  rather  curious  case  was  heard  at  the 


City  of  London  Court  last  week  when, 
in  an  action  to  recover  the  price  of  goods  sold  and 
delivered,  it  transpked  that  the  defendants'  basmess 
was  bought  some  years  ago  by  a  well-known  dairy 
company  trading  under  limited  liability,  and  bad  been 
continued  as  a  secret  branch  because  customers  of  this 
particular  business  were  rivals  in  trade  of  the  purchas- 
ing company.  Judge  Rentoul  said  he  thought  an  Act 
of  Parliament  should  be  passed  requiring  people  who 
took  over  a  buuness  to  state  sojglainly  and  publicly. 
Mr.  Lushington.  for  g^^ite^BfiGo^Jgl^'at  the 
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Companies  Acts  bad  been  violated  by  this  class  of 
trading  and  heavy  penalties  incurred,  while  counsel 
for  the  defendants  said  that  many  City  firms  would  be 
liable  to  the  penalty  in  question.  With  regard  to  this 
practice  of  running  secret  branches,  which  is  by  no 
means  uncommon  in  this  country,  it  may  be  pointed 
out  that  where  taxation  is  based  upon  capital  it  is  quite 
a  nsual  event  for  small  subsidiary  companies  to  be 
formed  in  order  to  escape  the  full  effect  of  the  tax,  but, 
of  course,  these  subsidiary  concerns  are  generally  self- 
contained,  and  thus  no  great  hann  is  done.  Here, 
however,  where  taxation  is  based  upon  the  Inland 
Revenue  anthorities'  idea  of  profits,  the  practice  of 
running  secret  branches  is  sometimes  resorted  to  in 
order  to  ease  the  strain  of  taxation  by  claiming 
separate  assessments  and  rebates,  the  actual  ownership 
of  the  branches  being  unknown,  of  course,  to  the 
Department,  whose  ofiicers  deal  with  the  manager  as 
a  principal.  It  is  not  difficult  to  understand  that, 
smartly  worked,  this  ingenious  scheme  might  result 
in  a  considerable  saving  as  regards  tax  paid.  Secret 
branches  are*  however,  sometimes  run  for  other 
purposes,  mainly  arising  out  of  the  necessity  of 
keeping  a  certain  class  of  trade  together  without 
disdosii^  change  of  ownership;  but,  of  course, 
the  secret  trading  policy  is  also  a  powerful  weapon 
for  offence  in  the  hands  of  unscrupulous  parties. 
We  need  only  give  one  instance — our  readers,  out 
of  their  own  porsonal  experience,  will  be  able  to 
mohiply  it  a  hnndredfcdd,  no  doobt — that  of  A.,  a  small 
shopkeeper,  who  declines  to  join  the  B.  syndicate — a 
ring  oS  traders  whose  co-op«ative  aim  is  to  keep  prices 
up  to  a  false  (that  is,  economically  false)  level.  What 
happens  ?  The  B.  syndicate  open  a  shop  next  door, 
or  as  near  as  possible  to  A.,  in  the  name  of  C, 
^>paruitty  a  private  trader.  The  prices  charged  by 
A.  to  his  customers  are  mercilessly  cut  by  C, 
until  it  becomes  merely  a  question  of  the  longest 
purse.  Needless  to  say  the  B.  syndicate  wins,  either 
by  forcing  A.  to  join  the  comer,  or  by  elbowing  him 
oot  of  business,  via  Carey  Street— or,  if  discretion  is 
the  better  part  of  valour,  perhaps  without  that  dis- 
tinction. The  compulsory  registration  of  firm  names 
with  those  of  the  actual  proprietors  would  certainly 
tend  to  remove  many  abuses  which  are  at  present 
rampant. 


■•afelHvUUBda         Statist  still  maintains  its  attitude 
■^BuwvM.    that  the  dividends  of  the  banks  are 
extraYagantly  high,  and  the  writer  of  Bankhig  Notes 


in  the  columns  of  The  Financial  Times  sets  himself  to 
point  out  several  factors  which  should  be  borne  in 
mind  by  all  parties  when  the  question  is  being  con- 
sidered. In  the  first  place,  he  says  that  anyone  who 
has  followed  banking  affairs  with  attention  should 
know  that  the  official  rate  of  distribution  declared  by 
a  British  managed  bank  is  really  very  misleading,  for 
many  deductions  have  to  be  made  before  the  actual 
rate  on  the  money  belonging  to  the  proprietors  in  the 
bank  can  be  ascertained.  It  is  pointed  out  that  there 
is  the  visible  Resale  Fund,  which  often  approximates 
to  the  paid'up  capital ;  theu  there  are  the  hidden 
reserves  to  be  thought  of,  and  these,  with  their  writing 
down  of  premises  and  securities,  are  sometimes 
formidable.  The  Statist  also  contends  that  the  reserve 
of  a  bank  should  not  be  employed  in  the  business,  but 
it  is  here  submitted  that  the  Reserve  Fund  of  an 
ordinary  bank  is  not  created  to  save  it  against  a  run, 
but  to  protect  the  capital  of  the  bank  as  regards 
depreciation  of  assets.  No  ordinary  bank,  it  is  said, 
would  be  saved  by  the  strength  of  its  reserve  if  its 
assets  were  not  liquid  and  a  run  ensued,  the  funda- 
mental use  of  a  Reserve  Fund  being  to  provide  against 
sudden  depreciation.  The  ability  to  secure  gold  is  said 
not  to  be  the  pressing  matter,  but  the  maintenance  of  an 
imposing  frontage  of  sound  assets  so  far  as  the  public 
is  concerned.  This  view,  while  doubtless  the  result  of 
careful  thought,  is  not  quite  on  the  lines  on  which 
Bank  Reserves  have  hitherto  been  conddered. 


TlM  sattatf  of  Albert  de  Rutzen  has  now  given  bis 
Ciessd  ThMtm.  decision  in  the  case  of  the  Lyceum 
(1903),  Lim.,  against  whom,  it  will  be  remembered,  a 
summons  was  recently  issued  for  non-payment  of  rates. 
It  had  been  contended  on  behalf  of  the  trustees  for  the 
first  debenture-holders,  who  were  in  possession,  that  as 
the  theatre  was  closed  it  ought  to  be  exempt  from  rates, 
but  on  behalf  of  the  Westminster  City  Council  it  was 
pointed  out  that  the  theatre  was  tenanted  during  a 
great  portion  of  the  period  over  which  the  rate  was 
claimed,  furthermore  the  stock,  stage  scenery,  and 
carpets  were  still  in  position,  and  the  seats  throughout 
the  building  remained.  In  addition  to  thi^  two  rooms 
in  the  building  were  sub-let,  and  it  was  submitted 
therefore  that  there  was  occupation.  The  magistrate 
said  he  had  come  to  the  conclusion  that  in  this  case 
occupation  had  been  fully  proved,  and  he  must  make 
the  usual  order.  In  the  case  of  the  London  Coliseum 
the  defence  was  withdra^^^^  ^ijr|^«@®<gji®t@hat 


360 


THE    ACCOUNTANT        September  29,  1906. 


these  cases  are  generally  decided  on  the  facts  in  each 
instance. 


Ttat  ■piendid  Adverting  to  the  Royal  Commission  on 
OsMtdluB.  the  Poor  Law  administration,  it  is  said 
that  while  in  1864  there  were  999,400  paupers  in  the 
United  Kingdom,  forty  years  later  the  number  was 
reduced  to  769,029.  Unfortunately,  however,  the  cost 
of  maintenance  and  administration  has  risen  from 
^6,423.381  in  1864  to  ;f  13,369,494  in  1904  !  Here,  surely, 
is  food  for  thought,  even  after  the  Poplar  exposi,  and  if 
the  average  ratepayer  were  not  such  a  patient  beast  of 
harden  we  could  fancy  he  would  as  keenly  devour 
the  forthcoming  Report  of  the  Commission  as  bis  proto- 
type does  thistles. 


Baimr  The  British  Railway  Returns  for  1905, 
■utliOai.  issued  recently  by  the  Commercial 
Labour  and  Statistical  Departments  of  the  Board  of 
Trade,  afford  the  usual  wealth  and  variety  of  statistics 
— satisfying  enough  for  a  Fiscalite.  Whether  as  pas- 
sengers, traders,  or  investors,  students  will  iind  much 
that  is  of  more  than  passing  interest,  although,  naturally, 
some  facets  of  the  subject  have  been  repolished  so  many 
times  before.  Investors  will  probably  derive  least 
satisfaction  from  a  pernsal  of  this  voluminous  Blue 
Book,  for  the  proportion  of  net  earnings  to  capital  still 
shows  a  downward  tendency : — 


Yean. 
Average  of 


per  oani, 

1871-3    4-3G 

1876*)   ^-ag 

JS81-S5  

1886^   4-07 

i8gi-95   3*80 

1S96-1900   3-64 

1901-1905   3.37 


A  large  portion  of  the  shrinkage  arises  from  nominal 
additions  to  capital  consequent  on  conversion  schemes, 
but  even  then  the  drop  shows  that  for  once  the 
■*  bloated  "  capitalists  are  not  having  it  all  their  own 
way.  The  table  given  below  furnishes  a  convenient 
summary  of  the  rates  of  increase  in  passenger  journeys, 
tonnage  conveyed,  receipts,  and  train  mileage. 

Pc 

Increase  in  number  of  ordinary  passengers  conveyed  in 

igos  compared  witli  1904   Qfl_ 

Increase  in  passenger  train  mileage   t-8 

Increase  in  receipts  from  passenger  traffic   0*7 

Increase  in  lonnsge  of  goods  conveyed  in  igoj  compared 

with  190*    2-5 

Decrease  in  goods  train  mileage    o'3 

Increase  in  receipts  from  goods  traflic    i  tl 


_  _  .  The  fifth  annual  conference  of  the 
The  Monlnpal 

TiMiiwa.ja  Municipal  Tramways  Association  was 
''"^■■^     held  at  Leeds  on  the  19th  inst.,  under 

the  presidency  of  Mr.  J.  B.  Hamilton,  of  Leeds.  In 
the  course  of  his  presidential  address,  Mr.  Hamilton 
referred  to  the  piovislon  of  Reserves  for  Depreciation 
and  Reserve  Funds  in  connection  with  munidpal tram- 
ways. With  regard  to  the  first,  he  pointed  out  that 
while  some  committees  applied  all  their  surplus  profits 
to  a  Renewals  and  Depreciation  Acconnt  in  some  form 
or  other,  others  went  to  the  other  extreme,  and  after 
providing  merely  for  working  expenses,  interest,  and 
Sinking  Fund,  applied  the  whole  of  the  balancein  relief 
of  rates.  A  mid-course,  which  was  adopted  inter  alia 
by  Leeds,  was  to  set  aside  a  substantial  sum  out  of  each 
year's  profits,  and  to  apply  the  surplus  only  in  relief  of 
rates.  We  gather,  however,  that  the  provision  so  set 
aside  is  described  as  "  Reserve  Fund,"  which  under  the 
circumstances  seems  to  be  a  misnomer.  Leeds  has,  we 
understand,  obtained  Parliamentary  powers  to  accumu- 
late out  of  profits  a  Reserve  Fund  not  exceeding  one- 
fifth  of  the  aggregate  capital  expenditure  for  the  time 
being,  but  if  the  profits  out  of  which  this  fund  is 
accumulated  are  arrived  at  without  first  making  due 
provision  for  depreciation,  the  term  Depreciation  Fund, 
or  Reserve  for  Future  Renewals,  would  more  accurately 
describe  it  and  be  less  misleading. 


Correspondence  and  finaniries. 


All  communications  to  the  Editor  should  be 
by  letter  only. 


]We  art  at  all  times  ready  to  insert  corresfondeiue  am 
wiatters  of  interest  to  the  Profession,  but  we  da  not  of  course 

hold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondenee  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon;  and  must  in  all  eases  he  aecompanied  by  the 
name  and  address  of  correspondents,  not  necessarily  for 
publicatim,  but  as  a  guarantee  of  good  faitk.} 


Poor  Rate  Assessment. 

{To  the  Editor  of  The  Accountant.) 
Sir,— Replying  to  your  corr^wndent  *'  B.,"  I  think 

the  following  is  the  usual  method  of  arriving  at  the 
"  gross  rental "  and  the  "rateable  value"  o^  heredita- 
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ineDt  where  the  occupier  pays  a  rent  inclusive  of 
rates: — 

Let  *  =  the  rent. 

Let  y  =  the  rates  (includiog  water  rent). 
'+y  =  £13- 

y 


10/-  (the  water  rent)  +  ^  (7/6  in  the 


If  5i +  io/--^i3. 


II 

X 


=  £12  108.,  and  therefore 

i£l3  lOS.       II  X  8)  £q  IS.  lod. 

The  gross  rental  is  therefore  £g  is.  lod.,  and  the  rate- 
able value  would  be  {£g  is.  lod.  -  20%)  =  £7  5s.  6d. 

Now  that  the  rental  has  been  ascertained  it  is  possible 
to  prove  its  accuracy  in  the  following  manner : — 

The  total  rent  including  rates  is  /13  o  o 

The  rates  at  7s.  6d.  in  the  ;C 

on  £g  IS.  lod.  =   £i   S  2 

and  the  water  rent  =^       ...      o  10  o 
Total  deductions     


Leaving  amount  receivable  as  rent 


3  18  2 

£9   I  10 


Yours  truly, 

F.  S.  ECKERSLEY. 
St.  Annes-on-Seat  z2Hd  September  1906. 


{Tff  the  Editor  of  The  Aeeeuntanl.) 

Sir,— In  answer  to  your  correspondent's  question  as 
to  the  above,  the  results  can  only  be  obtuned  by  the 
use  of  algebra.   The  following  shows  bow  the  gross 
estimated  rental  and  rateable  value  is  arrived  at : — 
Let  jr  »  gross  estimated  rental. 

Therefore  ^  =  rateable  value  (which  is  allowing  20% 

from  the  gross  for  the  statutable  deductions). 
.-.  *  +  ^7/6  in  the    on  ^  ^  +  10/-  =  ^^13  rent. 

biog  this  to  shillings — 

(20  ^  ^  )  ^  shillings 

■  "*     (  40  ^  ^  )  +       =  ^  sliillings. 

.-.  *  +  ^  ^  )  +       "  shUIingB 
.'.  lox  +  yi  +  100  =  2,600  shillings 
.'.  i3«  =>  2.500  shillings 
.-,  X  =  £g  i2s.   (Gross  estimated  rental.) 

Tbis  can  be  proved  as  follows : — 


The  gross  estimated  rental,  £g  12s.,  less  20%  = 
£7  i^s.,  which  is  rateable  value.  These  assessments 
are  usually  calculated  to  nearest  half-crown,  so  that 
£y  15s.  may  be  taken  as  tbe  rateable  value. 

The  rate  on  £y  15s.  at  7s.  6d.  in  the  £t  together 

with  los.  per  annum  for  water,  amount  to  £^  Ss. 

This  £i  8s.  added  to  the  gross  estimated  rental,  viz., 
£g  I2S.,  amounts  to  j£'i3,  which  is  the  rent. 

A  somewhat  similar  calculation  appears  in  "  Fenfold 
on  Rating,"  p.  13. 

I  am,  yours  faithfully, 
Ipswich,  zznd  September  igo6.         C.  F.  BLAND. 


(Te  the  Editor  of  The  Aecttumtaiit.) 

SiK,— Referring  to  the  letter  of  your  correspondent 
"  B  "  in  last  week's  issue,  the  following  explanation  may 
be  of  service  to  him. 

The  "  gross  estimated  rental"  is  ascertained  by  sub- 
tracting the  total  rates  from  the  gross  annual  rental. 
The  rateable  value  is  arrived  at  by  deducting  20  per 
cent,  (a  statutory  allowance  for  repairs,  insurances,  &c.) 
from  the  "  gross  estimated  rental." 

To  find  tbe  rateable  value  of  a  house  producing  £13 
gross  per  annum,  the  rate  being  7s.  6d.  in  the  £  on  such 
rateable  value,  let  x  represent  the  rateable  value. 

Then: 

*  +  J*  +  8-t  -  £ii- 

Rateable  value  =  £8. 

Gross  Estimated  Rental  =  £10. 

The  charge  for  water  is  not  a  rate  in  the  great 
majority  of  cases,  it  partaking  of  the  nature  of  a  rent, 
and  no  allowance  is  provided  for  by  statute. 

Yours  faithfully, 

J.  H.  ROGERS. 

Birmingham,  z^th  September  1906. 


Check-Figure  System. 
(To  the  Editor  of  The  Aecountanl.) 

Sir, — Permit  me  to  endeavour  an  explanation  of  a 
check-figure  system  for  tbe  information  of  your  corre- 
spondent Mr.  C.  O.  Filey  and  others  interested. 

At  the  outset  let  me  ^^fi^^&J  G^@K?i<?w 
whether  the  system  I  am  about  to  describe  is  tite  same 
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or  similar  to  the  systems  at  present  being  advertised 
for  sale.   My  method,  so  far  as  I  am  aware,  is  my  own. 

In  answer  to  Mr.  Filey's  first  question,  a  check- 
figure  system  is  a  metliod  of  deriving  from  an  amount 
of  f  8.  d.  a  check-figure  which,  when  added  to  the 
check-figures  similarly  derived  from  other  amounts,  will 
show  the  check-figure  of  the  total  of  the  amounts. 

To  derive  the  check-figure  of  an  amount,  first  divide 
the  pounds  by  13  in  order  to  arrive  at  the  number  left 
over  (it  any).  The  number  of  times  13  is  contained  in 
the  pounds  is  immaterial,  the  amount  left  over  alone 
being  required  for  our  purpose.  Half  the  number  of 
pounds  left  over  is  for  our  purpose  equal  to  shillings— 
e-S-,  3  pounds  left  over  equals  sliillings,  or  is.  6d. 
Add  the  shillings  and  pence  so  arrived  at  to  the 
shillings  and  pence  in  the  amount  being  dealt  with, 
deduct  the  pence  in  the  result  from  the  shillings,  and 
the  remainder  is  the  check-figure  required.  Should 
the  number  of  shillings  be  less  than  the  number  of 
pence,  add  13  to  the  shillings  belore  deducting  the 
pence. 

The  following  illustrations  may  make  the  matter 
more  clear :  — 

Required  the  check-figure  ol       tis.  id. 

48-^  13  leaves  9  over. 
g-i-2''4S.  fid. 

4s.  6d.+iis.  id.  =  i58.  7d. 

i5-7=8=check-figure  required. 
Required  the  check-figure  of       is.  iid. 

47 -^13  leaves  8  over 

8+2=43. 

4S.+IS.  Tid.  =  5s.  iid. 

5+13-11=7-  check-figure  required. 
Although  the  above  process  may  seem  slow  when 
stated  as  above,  it  is  really  very  rapid ;  and  the  calcula- 
tion can  be  made  mentally  almost  as  quickly  as  the 
amount,  the  check-figure  of  which  is  required,  can  be 
written.  The  only  difficulty  may  arise  in  the  dividing 
of  the  pounds  by  13;  but  if  the  multiples  of  13  up  to  g 
times  are  made  faraihar,  viz.,  13,  a6,  39,  5a,  65,  78,  91, 
104,  and  117,  this  difficulty  is  considerably  minimised, 
bearing  in  mind  the  fact  that  it  is  the  surplus  over 
multiples  of  13  that  is  required.  For  example,  if  we 
require  to  divide  the  iarffe  amount  of  ^^8,943,568,  the 
process  (having  m  mind  the  multiples  of  13  above- 
uentioned)  is  something  like  this;— 89  leaves  11;  114 


leaves  10;  103  leaves  12;  125  leaves  8;  86  leaves  8; 
88  leaves  10. 

The  following  example  explains  how  the  total  check- 
figures  show  the  check-figure  of  the  total  of  the 

£     3   d  Check-figure 
^6  19   8  8 

375  3  4  " 
880  12 
o   S   8  o 


;^43o  19  8 


31  less  26=5 


Note  that  where  the  check-figures  total  to  more  than 
12  it  is  necessary  to  deduct  the  nearest  lower  multiple 
of  13,  or  in  other  words  to  divide  the  total  of  the 
check-figures  by  13,  the  number  remainfaig  over  being 
the  check-figure  of  tbe  total  £  s.  d. 

Now  as  to  using  the  system  for  tbe  purpose  of  catch- 
ing errors  in  posting.  Let  us  suppose  we  are  posting 
a  page  of  a  Cash  Book  to  the  Ledger.  The  posting  is 
made,  and  the  check>figure  oj  the  amount  entered  in  the 
Ledger  is  arrived  at  and  written  near  the  folio  column. 
When  entering  in  the  Cash  Book  the  Ledger  folio 
reference  we  at  the  same  time  enter  the  check-figure 
arrived  at  and  posted  in  the  Ledger.  When  the  page 
of  cash  entries  is  posted  each  item  of  cash  wilt  have 
alongside  it  a  check-figure,  and  the  total  check-figures 
should  show  the  check-figure  of  the  total  £  s.  d.  on 
the  page.  If  they  do  not,  then  either  our  addition  is 
wrong  in  the  Cash  Book,  or  one  or  more  entries  have 
been  posted  incorrectly  to  the  Ledger,  for  it  was  in  the 
Ledger  we  derived  our  check-figure.  If  we  test  our 
cash  addition  and  find  it  correct  we  mnst  test  the 
check-figures  with  the  cash  entries,  and  on  finding  an 
entry  the  check-figure  for  which  differs  from  the  one 
entered  from  the  Ledger  we  shall  have  discovered  our 
posting  error  (always  assuming  we  have  correctly 
derived  the  check-figure  from  tbe  amount  entered  in 
the  Ledger). 

There  are  some  possible  errors  in  posting  which,  so 
for  as  I  see,  the  above  system  will  not  catch.  For 
example,  an  error  of  posting  to  the  debit  instead  of  to 
the  credit,  or  vice  versd. 

Or  suppose  two  dissimilar  amounts  having  the  same 
check-figure  (as,  for  instance,  is.  id.  and  2s.  2d.}  come 
together  in,  say,  the  Cash  Book,  and  after  ^^ting  the 
first  item,  we  In  posting  the  second  item  copy  the  first 
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into  the  Ledger  again ;  then  the  check-figures  will  not 
reveal  the  mistake. 

One  of  the  gentlemen  who  advertises  his  system 
states  that  be  has  adapted  it  to  catch  errors  in  posting 
to  wrong  accounts.  I  do  not  know  that  any  adaptation 
of  my  method  will  do  this. 

I  do  not  wish  to  claim  that  the  method  I  have 
attempted  to  describe  is  perfection,  and  if  any  of  your 
readers  can  suggest  improvements— for  instance,  if  they 
can  suggest  a  quicker  method  of  dividing  the  pounds 
by  13— I  shall  be  pleased  to  learn.  Neither  am  I  able 
to  say  anything  as  to  its  practical  utility,  not  having 
seen  the  system  in  use  by  a  bookkeeper. 

I  am,  Sir,  yours  truly, 

GEO.  W.  MITCHESON,  A.C.A. 

Uanekatert  95th  Septtmbtr  1906. 


Stockbroklng  In  India. 

(r«  tkt  Editor  of  The  Accountant.) 

Sis,— I  have  read  with  great  interest  the  article  on 
**  Stockbroklng  in  India,"  contributed  by  a  Mr.  George 
Cecil,  in  your  issue  of  Saturday  last  the  22nd  inst.,  and, 
to  my  great  surprise,  have  come  across  the  following 
paragraph 

"  Indeed,  compared  with  the  Mahomets,  Ghoses, 
Bhosest  and  Lai  Dasses,  the  Jeejeeboys,  JnmjeAoys, 
and  Chneiurbuitiis,  and  also  the  innumerable  sun 
worshippers,  whose  names  terminate  in  'wallah,'  have 
infinitely  more  important  buying  and  selling  orders  to 
give  than  has  any  other  description  of  natives." 

rhe  words  in  italics  evidmtly  refer  to  the 
"  Parsees." 

Hay  I,  through  the  medium  of  your  journal,  drawthe 
attention  of  Mr.  Cecil  and  several  of  your  readers  to 
the  fact  that  the  names  "  Jamjeeboys  "  and  "  Chucker- 
butties  "  are  not  Parsee  names. 

Also  let  me  tell  you  that  the  Parsees  have  been 
ignorantly  described  as  **  sun  worshippers,"  which  they 
are  noi. 

Will  you  please  publish  this  in  yonr  next  issne  to  give 
justice  to  the  Parsee  community,  and  oblige. 

Yours  £aithfully, 

SORAB  R.  BATLIBOI. 
LoMiwi,  a^M  SepUnUter  1906. 


Adam  Murray,  F.C.A. 

"  When  loving  hearts  are  separated,  not  the  one  which  Is  exhaled  to 

heaven,  but  the  survivor  it  is  which  tastei  the  stins  of  death." 

With  the  death  of  Mr.  Adam  Mariay,  F.C.A.,  which  took 
place  on  the  aist  inst.  at  his  residence,  Hazeldean,  Kersal. 
Manchester,  at  the  age  of  79,  the  accountancy  profesaioa 
bids  a  sorrowful  adieu  to  a  noted  standard  bearer,  who 
held  high  and  unsullied  the  flag  of  his  calling.  For  many 
years  past  Mr.  Murray's  name  has  been  a  household  word 
in  the  profession.  Few  have  had  its  interests  more.closely 
at  heart ;  few  have  been  more  ready  to  aid,  with  purse, 
leisure,  or  brains,  and  this  is  saying  not  a  little  where 
helpers  have  abounded.  Mr.  Murray  may  justly  have  been 
coasidered  the  central  figure  of  accountancy  in  the  North 
of  England,  up  to  his  retirement  a  few  years  ^o,  for  a 
quarter  of  a  century,  and  worthily  has  he  worn  the  mantle. 
The  conspicuous  acts  of  kindness  shown  to  us  personally 
were  but  samples  of  the  measure  he  meted  out  with  no 
unstinting  hand  to  accountants  young  and  old,  and  the 
world  will  be  the  poorer  for  his  loss. 

Born  of  Scotch  parents,  Mr.  Murn^  left  school  at  an 
early  age,  and  after  gaining  experience  in  the  Inland 
Revenue  offices  of  various  nordiern  districts  he  became 
associated  with  the  late  Mr.  George  Marsden,  accountant, 
of  Liverpool.  He  afterwards  made  the  acquaintance  of 
Mr.  John  Thomas,  ^accountant,  of  Manchester  (now  in  his 
85th  year,  and  therefore  one  of  the  oldest  members  of  the 
accountancy  profession),  and  through  the  late  Mr.  William 
Sale,  one  of  Manchester's  best-known  solicitors,  he  was 
introduced  to  the  late  Mr.  William  Broome  and  the  late 
Mr.  J.  G.  T.  Child.  Mr.  Child  practised  as  an  act^untant 
at  Manchester  and  Bury  under  the  style  of  Child,  Fitz- 
gerald &  Taylor.  In  1S60  Mr.  Murray  settled  in  Man- 
Chester,  and  the  firm  of  Broome,  Child,  Murray  &  Co.  was 
established.  Mr.  Merchant  and  Mr.  John  Thomas  aftei- 
wards  joined  the  firm,  and  for  many  years  it  held  the  fore- 
most place  among  accountants  in  the  district.  Four  or 
five  years  later  Mr.  Child  left  the  firm.  In  1873 
Mr.  Thomas  withdrew.  Mr.  Murray  subsequently 
admitted  as  partners,  at  varying  periods,  the  late  Mr.  J.  R. 
Owen,  Mr.  William  Ashworth,  the  late  Mr.  S.  Moaley, 
Mr.  J.  T.  Murray,  and  the  late  Mr.  Henry  Lunt. 

In  March  1891  the  firm  was  dissolved.  Mr.  Murray  then 
retired  from  active  practice,  but  the  title  of  the  firm  was 
retained  by  him.  Mr.  Murray  has  held  many  public 
appointments,  among  them  being  that  of  auditor  to  the 
Manchester  and  County  Bank,  Williams  Deacon's  Bank, 
the  Lancashire  Insurance  Company,  the  Manchester 
Assurance  Company,  the  QreaJt  Central  Railw^  Com- 
pany, the  Rochdale  Canal  Company,  the  River  Weaver 
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Navigation  Company,  and  other  companies.  He  was 
also  a  director  of  the  Royal  Insurance  Company, 
the  North  of  England  Assets  Company,  and  other  con- 
cerns. He  gave  several  years  of  valuable  service  to  the 
Manchester  City  Council.  He  was  an  authority  on  the 
law  relating  to  income-tax,  on  which  subject  he  wrote,  in 
conjunction,  with  Mr.  R.  N.  Carter,  F.C.A.,  Manchester 
(one  of  his  articled  pupils),  a  comprehensive  treatise  which 
has  run  into  several  editions.  It  was  probably  on  this 
account  that  he  was  appointed  a  member  of  the  Royal 
Commission,  whose  report  on  this  intricate  question  was 
submitted  to  Parliament  last  year. 

He  was  one  of  the  original  members  of  the  Council  of 
the  Institute  of  Chartered  Accountants  from  the  granting 
of  the  Charter  in  1880,  and  was  Vice-President  in  1889-90. 

"Manchester  loses  one  of  its  most  trusted  citizens.  By 
"his  integrity  and  prudence,  and  scarcely  less  by  his 
"natural  courtesy,  Mr.  Murray  won  the  goodwill  of  all 
"with  whom  he  had  to  do.  His  life  was  gentle,  and  all 
"who  knew  him  felt  it  a  pleasure  to  be  associated  with 
"him,"  says  The  Manchester  Guardian. 

In  1856  Mr.   Murray  married   Martha,  the  youngest 

daughter  of  the  late  Mr.  Joseph  Thomson,  of  Kirkmahoe, 
Dumfriesshire.  He  leaves  a  widow,  five  daughters,  and 
three  sons,  viz.,  Mr.  J.  T.  Murray,  of  London;  Mr.  Adam 
Murray,  a  member  of  the  Committee  of  the  Manchester 
S4ock  Exchange ;  and  Mr.  W.  R.  W.  Murray,  solicitor,  of 
Manchester. 

In  our  issue  of  April  9th  1904  will  be  found  a  reproduc- 
tion of  his  last  photograph,  with  a  short  sketch. 

The  funeral  took  place  at  St.  Paul's  Churchyard,  Kersal, 
on  the  24th  inst.  By  the  desire  of  the  family  it  was  of  a 
private  character,  but  there  attended  at  the  churchyard 
representatives  of  very  matvjr  of  the  commercial  institutions 
of  Manchester.  The  chief  mourners  were  Mr.  J.  T. 
Murray,  Mr.  Adam  Murray,  and  Mr.  W.  R.  W.  Murray, 
sons;  Mr.  F.  A.  L.  Murray,  grandson;  Mr.  Alec  Bryce 
Chalmbers  and  Mr.  J.  G.  Wood,  sons-in-law;  Mr.  J.  A. 
Thompson,  nephew ;  also  Dr.  Kinghorn  and  the  Rev. 
William  Young.  The  service  was  conducted  by  the  Rev. 
David  Macdonald. 

Among  those  who  were  present  were: — Messrs,  A.  P. 
Popplewell,  J.  E.  Halliday,  and  R.  E.  Carter,  Manchester 
Society  of  Chartered  Accountants ;  H.  S.  Ferguson  and 
J.  W.  Womersley,  Manchester  Students'  Society  of  Char- 
tered Accountants ;  F.  G.  Burton,  Jacob  Eamshaw,  and 
A.  E.  Piggott,  Manchester  and  District  Society  of  Incor- 
porated Accountants ;  P.  J.  Ramsey,  J.  P.  Reid,  and  A.  S. 
Brewes,  Warehousemen  and  Clerks'  Orphan  Schools ;  R. 
M'Connell  and  W.  Peddie,  Royal  Insurance  Company ; 
George  Hieatt  (Bury  ft  Co.).  Sheffield  i  E.  F.  Sheppard 
*\.  A.  Falkner,  Manchester  and  County  Bank;  F.  I 


Williams,  Great  Central  Railway ;  and  A.  A.  Gillies,  St. 

Andrew's  Society  of  Manchester;  Sir  Joseph  Leigh, 
Messrs.  William  Hawkins,  J.  J.  Alley,  Edwin  Oliver,  the 
Rev.  W.  Higby  Murray,  Messrs.  C.  H.  Wade,  A.  F.  P. 
Allen.  K.  O.  Mosley,  J.  II.  Fulton,  and  A.  Mitchell; 
Mr.  G.  and  Mrs.  Lunt,  of  Liverpool ;  Mr.  J.  K.  Bythell, 
chairman  Manchester  Ship  Canal  Company ;  Mr.  Wood, 
Williams  Deacon's  Bank ;  Messrs.  G.  £.  Haworth,  W.  H. 
Renshaw,  A.  H.  Puwnall,  George  Rhodes,  T.  C.  Midwood, 
G.  Norris  Midwood,  W.  R.  Watts,  Dr.  Grange,  Messrs. 
James  Renshaw,  Adam  Stewart,  J.  B.  Southern,  J. 
Thomas,  A.  J.  Murgatroyd,  John  Mather,  L.  M.  Hayes, 
W.  J.  Morgan,  R.  B.  Lilley,  Mr.  Oliver  S.  Holt,  Great 
Central  Railway ;  Mr.  Leonard  Tatham,  clerk  to  the  Com- 
missioners of  Taxes ;  Messrs.  James  II.  Thompson,  John 
Fulton,  R.  W.  Neil.  Archibald  Neild,  G.  C.  Ilaworth.  R. 
Smith,  Hubert  T.  Jones,  William  M.  Mollison,  Alderman 
Rushworth,  R.  N.  Barclay,  G.  Hartley  Turner,  G.  \V. 
Mitcheson,  William  Ashworth,  F.  B.  Foster,  F.  Bridge- 
ford,  W.  H.  Shaw,  and  Halsall  (Ashworth.  Moseley  & 
Co.) ;  J.  H.  Nicholson,  Walter  A.  Welsh,  Pickstone, 
Joseph  Richardson,  and  the  Rev.  J.  M.  Rodger.  Many 
wreaths  were  sent,  also  private  carriages,  including  that  of 
the  Mayor  of  Salford  (Mr.  Alderman  Frankenbarg). 


Albert  Qoodman,  F.CA. 

We  regret  to  record  the  death  of  Mr.  Albert  Goodman, 
F.C.A.,  chief  partner  in  the  firm  of  Goodman,  Sons, 
PoUaid  &  Bruford,  Chartered  Accountants  of  Taunton 
and  London,  which  took  place  on  the  12th  inst.  at  the 
age  of  65  years. 

Bom  in  Taunton  in  1841,  Mr.  Goodman  was  all 
his  life  prominently  connected  with  the  pubUc  and 

philanthropic  life  of  Taunton,  To  mention  the  many 
societies  with  which  the  deceased  gentleman  was 
connected  would  be  a  difficult  task,  but  for  47  years 
he  filled  the  position  of  auditor  to  the  Bath  and 
West  of  England  and  Southern  Counties  Association, 
never  missing  one  of  the  annual  meetings  during  the 
whole  of  that  time,  this  year  at  Swindon  being  his 
47th  show.  He  was  also  interested  in  agriculture  in  other 
ways,  being  in  18S4  presented  with  a  handsome  clock  and 
sphinx  for  his  services  as  treasurer  of  the  old  Taunton 
Agricultural  Association,  now  merged  into  the  County 
Association.  One  of  the  institutions  in  which  he  took  a 
keen  interest  was  the  Independent  College,  now  Taunton 
School.  For  30  years  he  acted  as  secretary,  and  when 
the  college  was  made  into  a  public  sdiool  he  took  a 
prominent  part  in  the  change.  From  the  early  year  of 
1873  he  was  identified,  too,  with  the  Taunton  and  Somerset 
Hospital,  acting  as  accountant.  He  was  one  of  the 
founders  of  the  Somerset  Samtaiy  Steam  LatQ^tdry,  and 
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occupied  a  seat  on  the  board.  With  the  Taunton  Gas  Co. 
be  was  connected  for  a  great  many  years,  being  one  of  the 
directors,  and  was  at  the  recent  meeting  elected  deputy 
chairman  in  the  place  of  the  late  Mr.  Geo.  Saunders. 
Among  the  numerous  other  positions  Mr.  Goodman  held 
were  the  following : — Secretary  of  the  Somerset  County 
Club,  a  manager  of  the  Central  Schools,  director  of  the 
West  Somerset  Coffee  Tavern  Co.,  a  manager  of  the  West 
Somerset  Savings  Bank,  a  member  of  the  General  Com- 
mittee of  the  Taunton  Deane  Horticultural  and  Flori- 
coltural  Society,  and  Secretary  of  the  Taunton  and  West 
of  England  Perpetual  Benefit  Building  Society.  All  his 
career  through  he  took  a  great  interest  in  the  religious  life 
of  the  town,  being  prominently  connected  with  North 
^trtet  Congregational  Chapel  and  Congregationalism 
generally.  In  all  circles  he  was  much  respected,  and  his 
I053  will  be  greatly  felt  in  many  quarters.  He  leaves  a 
widow  and  four  sons— namely,  Mr.  S.  C.  N.  Goodman 
(barrister  practising  on  the  Western  Circuit) ;  Mr. 
Clitford  Goodman,  now  senior  member  of  the  firm ; 
Mr.  E.  A.  Goodman,  of  North  Street ;  and  Mr.  R.  A.  Good- 
man, also  a  member  of  the  firm.  There  are  also  three 
daughters. 

The  funeral  took  place  on  the  17th  inst.,  at  St.  Mary's 
Cemcteiy,  but  a  service  was  previously  held  at  North 
Street  Congregational  Chapel.  This  was  very  largely 
atteaded,  those  present  including  the  Mayor  of  Taunton 
(Alderman  J.  G.  Vile),  Mr.  G.  H.  Kite  (Town  Clerk),  Alder- 
maa  \V.  Potter,  Councillors  J.  Lewis  (ex-Mayor),  A.  J. 
Spiller,  J.  G.  Price,  W.  H.  Westlake,  and  F.  W.  I'euny, 
and  many  others. 


The  AccoasUnts*  Manual,  Vol.  X. 


London,  1906:  Gee  &  Co.,  34  Moorgate  Street,  E.C. 
Price  I2S.  6d. 

The  volume  now  issued  comprises  the  questions  set  at 
ihe  Preliminary,  Intermediate,  and  Final  Examinations  of 
the  Institute  of  Chartered  Accountants  from  December 
"/M  t-'  June  1906,  both  inclusive,  together  with  answers 
theretr>,  lists  of  the  successful  candidates  at  each 
■lamination,  and  a  very  fall  index,  making  reference  to 
rhe  questions  dealing  with  any  class  of  subject  both  speedy 
ud  exhaustive.  The  volume  extends  over  nearly  six 
hnndred  pa^s,  and  the  index  occupies  an  additional 
^enty.    It  will  thus  be  seen  that  an  enormous  mass  of 


information  is  included.  Inasmuch,  however,  as  the 
answers  to  the  questions  raised  are  set  out  far  more 
fully  than  could  be  reasonably  expected  of  a  candidate  in 
the  time  available,  the  volume  may  also  be  regarded  as 
taking  its  place  as  a  standard  book  of  reference  for  prac- 
titioners, who,  with  the  aid  of  the  indexes  that  are  pro- 
vided to  these  volumes,  are  thus  enabled  to  obtain  in  a 
practical  form  reliable  information  upon  all  the  various 
questions  asked  from  time  to  time  at  the  Institute  Exami- 
nations, a  sum  total  which  cannot  fall  very  far  short  of  all 
the  points  that  are  ever  likely  to  occur  in  practice. 


Some  LeKal  Terms,  or  Introductory  Lectures  on 
Law  for  Accountant  Students. 


(Reprinted  from  I'/u  AccouHtant.) 


I.(nid'Hi,  1906:  C.tc  &  Co.,  34  Mourgalo  Street,  E.C. 
Price  IS.  net. 

The  iiiterciiting  aeries  of  papers  under  the  abo%-e 
headin;,',  which  have  appeared  in  these  columns  from  time 
to  time  during  the  past  few  months,  have  now  been  repro- 
duced in  book  form.  They  will  be  found  of  considerable 
value  to  all  accountant  students,  enabling  them  at  the 
outset  to  clear  up  many  difficulties  that  naturally  arise  in 
the  minds  of  laymen  attempting  to  study  legal  subjects 
with  the  aid  of  text-books — difficulticH  which  not  infre- 
quently give  rise  to  the  strangest  misconceptions,  and  in 
any  event  cause  much  loss  of  valuable  time. 


Partnership  Accounts. 


By  Percy  Ciiilo,  A.C.A. 

London,  1906:  Gee  &  Co.,  34  Mf>orgate  Street,  K.C. 
4th  Edition.   Price  2s.  6d.  net. 

The  present  edition  of  this  work,  which  is  now  well 
known  to  all  accountant  students,  has  been  brought  up  to 
date,  and  includes,  inlcr  alia,  some  interesting  notes 
and  illustrations  on  the  decision  in  Garner  v,  Murray. 
Within  a  comparatively  short  space  the  author  contrives 
to  deal  in  a  manner  readily  intelligible  to  the  Intermediate 
student  with  all  the  various  points  in  connection  with 
Partnership  Accounts  with  which^the^^a^in^^^n^^^^ 
to  expect  him  to  be  acquainted.' ^'^'^^    ^  O 
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Xetceatec  Cbattere^  accountants 


Syllabuf.— Autamn  Sestflon*  1906. 

PrefidcH/—Mt.  A.  P.  Carryer,  A.C.A. 

//t>H.  Secretary — Mr.  A.  D.  Wykes  (with  Messrs.  Hupps 
&  Bankart,  35  Friai  Lane). 
Oct.  10. — Stump  Speeches. 

,,     34. — Debate. 

Nov.   7. — Lecture :    The   i'leparation   of  Accountants' 
Certificates  in  connection  with  Joint  Stock 
Companies.   Mr.  A.  ¥.  Dodd. 
„  21. — Debate. 

Dec.    5. — Question  Night. 

Dec.  19. — Lecture:'  "Debentures."  Mr.  Beaumont  Morice. 

*}oiat  Debate  with  the  Leeds  Student  Society,  to 

be  held  at  Leicester. 
*Joint  Debate  with  the  Birmingham  Student 
Society,  to  be  held  at  Birmingham. 
The  meetings  of  the  Society  will  be  held  at  Winchester 
House,  1  Welford  Koad,  commencing  at  7  p.m.  prompt. 

Classes  on  Law  and  Accountancy  will  be  held  weekly 
during  the  Session,  the  law  subjects  under  the  tuition  of 
Mr.  E.  Huntsman,  solicitor  (Nottingham),  and  the 
accountancy  under  the  tuition  of  Mr.  D.  M.  Gimsoni 
A.C.A. 

The  first  class  will  be  held  on  Tuesday,  September  18th, 
at  Winchester  House,  at  7  p.m. 

*  Date  not  yet  agreed  upon. 


personaL 

Messrs.  Arthur  Jno.  Davis  and  D.  D.  Robertson, 
of  St.  Lawrence  House,  Trump  Street,  King  Street, 
London,  E.G.,  annoance  that  the  partnership  heretofore 
subsisting  between  them  as  Chartered  Accountants,  carried 
on  by  them  at  the  above  address  under  the  style  of  Davis, 
Robertson  &  Co.,  has  been  dissolved  by  mutual  consent. 

Mb.  Alfred  L&ss  announces  that  his  address  in  future 
will  be  Sandown  Lodge,  352  Upper  Richmond  Road, 
Putney,  S.W. 

Messrs.  McPherson  ft  Co.,  of  109  Colmore  Row, 
Birmingham,  annonnce  that  they  have  admitted  into 
partnership  Mr.  F.  Oliver  Tihhins,  A.C.A.,  and  that  the 
style  of  the  firm  will  be  McPhbrson,  Timmins  &  Co. 

MxssRS.  Robertson,  Hill  &  Co.,  Chartered  Accoun- 
tants, announce  that  they  have  removed  from  22  Great 
^'Vinchestor  Street  to  4  Broad  Street  Place,  E.G. 


Some  points  in  Municipal  Bccountancs. 


By  Gborgb  SwAlNSON,  F.S.A.A,  F.L.S., 
Borough  Treasurer  of  Bolton,  England. 


Extracts  from  an  address  before  the  Lancashire  Students* 
Society  of  the  Institute  of  Municipal  Treasurers  and 
Accountants. 

(From  Th$  JounuU  «/  AetoUHtmuy,  N.Y.) 

It  win,  no  doubt,  be  of  interest  to  you  if  I  describe  the 
system  of  bookkeeping  which  prevails  in  the  treasurer's 
office  in  Bolton.  All  invoices  which  are  received  ia  my 
office  are  despatched  to  the  head  of  the  department  frcnn 
whence  the  order  was  issued,  and  to  which  the  goods  must 
have  been  delivered.  The  head  of  each  department  keeps 
his  own  Contract  Ledgers,  Sec,  so  he  can  certify  whether 
such  account  is  correct,  both  as  to  particulars,  prices,  and 
extensions  thereof.  He  then  initials  the  accounts  and 
returns  the  same  to  me  a  few  days  prior  to  the  date  of  the 
monthly  accounts  meeting.  These  invoices  are  then 
checked  by  my  accounts  clerk  from  the  indexed  Invoice 
Books,  reference  being  made  to  previous  accounts  paid  10 
tbe  same  person  in  order  that  it  may  be  certified  tkat  each 
account  has  not  been  paid  before,  and  a  stamp  to  this  effect 
affixed  thereto. 

Each  committee's  accounts  are  then  scheduled,  and  tbe 
schedule,  wben  duly  signed,  constitutes  the  Council's 
order  upon  the  treasurer  for  payment  Immediately  the 
monthly  Council  meeting  has  been  held  making  such  order 
for  payment,  I,  as  treasurer,  pay  each  account  by 
forwarding  cheques ;  an  official  form  of  receipt  with  refer- 
ence numbers  thereon  accompanying  each  remittance, 
which  is  signed  and  returned  to  me,  and  pasted  into  a 
guard  book  from  wUch  the  Cash  Book  is  entered  up  and 
audited. 

Any  invoice  which  has  been  ordered  by  the  Council  to 
be  paid  (or  for  which  I  have  authority  to  pay  on  the 
counter-signature  of  the  finance  chairman  or  mayor  pend- 
ing an  order  for  payment)  is  posted  immediately  to  the 
Impersonal  Ledger  from  the  Cash  Book,  but  ordinarily 
until  an  account  is  approved  and  passed  for  payment  we  do 
not  reckon  any  such  account  as  owing  until  the  year  end. 
But  in  order  that  our  accounts  may  not  be  on  the  old 
system  of  receipts  and  payments,  all  accounts  witich  were 
outstanding  on  the  31st  of  March  are  brought  into  account 
by  journalising,  debiting  the  several  Impersonal  Accounts 
and  crediting  a  Sundry  Creditors  Account;  but  this  is  the 
only  occa^on  on  which  we  journalise  tradesmen's 
accounts.  Where  there  is  any  Jqiportant  Account  in 
dispute,  and  especially,, pi^^^^tcej^^^^it^  claims 
not  admitted,  we  always  debit  Revenue  Suid  credit  a 
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Suspense  Account  with  the  estimaied  liability  on  March  31, 
yearly. 

Instead  of  using  Personal  Ledgers  each  Invoice  Book  is 
fully  indexed,  so  that  reference  is  very  easily  made  to  all 
payments  made  to  any  person  or  firm  from  whom  pur- 
chases have  been  made  by  the  corporation,  and,  after  a 
long  experience  in  Haddersfield  of  the  lack  of  value  in 
return  for  the  labour  of  keeping  Personal  Ledgers  for 
all  tradesmen's  accounts,  I  strongly  urge  upon  you  the 
saving  of  labour  gained  by  adopting  ooi  Bolton  method. 

You  must  also  always  bear  in  mind  that  the  Treasurer's 
Abstract  should  not  be  merely  a  skeleton  with  only  the 
variation  yearly  of  amounts  of  expenditure  and  totals,  as 
they  are  bonnd  to  be  if  yon  adopt  the  railway  system  of 
journalising  sommaries  of  expenditure  to  the  Impersonal 
Ledgers.  Our  Corporation  Accounts  should  have  a  new- 
ness— a  freshness  in  their  appearance  yearly  which  the 
nther  system  lacks. 

Do  not  forget  that  the  Municipal  Corporations  Act 
requires  the  Treasurer's  Statement  to  be  a  full  abstract  of 
his  accounts.  Surely  this  word  "full"  means  something 
more  than  a  mere  summing  np  of  totals  under  stereotyped 
headings.  I  may  add  that  if  cutting  down  of  detail  post- 
ing to  a  minimum  was  as  essential  with  corporations  as  it 
is  with  tradesmen's  accounts,  then  I  should  recommend 
for  adoption  some  modification  of  the  American  Ledger 
Card  system,  or  Loose-leaf  Letters,  but  these,  I  think, 
should  not  be  adopted  in  corporation  offices  for  the  sake  of 
saving  a  clerk  or  two. 

The  lines  I  have  hNein  recommended  are  being  largely 
adopted  amongst  the  municipalities  of  England,  and  I 
know  of  some  treasurer's  who  even  adopted  this  method 
before  we  began  it  in  BoHon.  Recently  the  borough 
arcountant  of  Bamsley  sent  out  an  inquiry  to  many  of  the 
large  boroughs,  asking  the  following  question  : — "Do  you 
"keep  Personal  Ledger  Accounts  with  all  your  creditors 
'and  for  every  fund  or  account?"  In  reply  I  sent  him  a 
copy  of  my  article  in  the  Incorporated  Accountants'  Journal, 
and  the  lesult  of  bis  further  inquixies  as  to  our  system 
was  that  be  wrote  me  that  he  should  adopt  our  methods 
m  the  new  system  of  bookkeeping  he  had  inauguiated  at 
Bamsley. 

Now  I  was  in  hopes  that  this  matter  might  be  dealt  with 
br  soDM  one  else  in  a  paper  on  "  The  General  Standardisa- 
tion of  other  Municipal  Accounts  besides  Tramways,"  but 
I  have  not  been  able  to  prevail  upon  any  accountant  to 
uke  the  matter  up.  I  learned,  however,  during  my 
mqniiies,  that  especially  in  the  centre  and  south  of 
KI^[land  there  is  a  strong  leaning  towards  continuing  the 
-Id  method  of  journalising  everything,  whatever  additions 
:  •  the  staff  this  may  demand.  One  gentleman  on  the 
*3ath  coast  wrote  me,  "That  the  value  of  the  Journal 


"is  that  it  enables  the  head  of  the  department  to  see  at  a 
"glance  the  whole  of  the  entries  made  in  the  books,  and 
"consequently  the  chief  Ledger  clerk  has  always  before 
"him  what  you  may  call  a  calendar  of  the  actual  events 
"for  the  month,  and  when  a  change  in  the  office  takes 
"place  it  involves  a  minimum  amount  of  dislocation  of 
"work;  and,  in  addition,  if  the  staff  is  one  with  ambitions 
"  to  satisfy,  here  is  the  scope  for  spad^^werk  on  the  part  of 
''the  juniors.  In  another  borough  on  the  south  coast 
"where  the  Journal  was  brought  into  full  use  it  happened 
"that  immediately  after  the  accountant  left  for  a  higher 
"  position  die  chief  clerk  also  left,  but  the  newly-appointed 
"borough  accountant,  though  stranded  with  juniors,  had, 
"forturutely,  throng  the  use  of  the  Journal,  given  to  him 
**  a  key  to  the  whole  situation  without  any  undue  waste  of 
"time,  either  on  his  part  or  his  assistants." 

This,  no  doubt,  is  a  distinct  value  in  keeping  a  Journal, 
but  is  this  gain  (once  in  an  average  of  ten  years)  worth  the 
labour  of  journalising  everything  for  all  time,  which  in  the 
boroughs  of  Lancashire  would  mean  a  considerable 
increase  of  staff?  Of  course,  if  you  are  in  charge  of  the 
accounts  of  a  small  borough,  possibly  a  Personal  Ledger 
is  the  best  thing  you  can  have  with  the  Journal  and  you 
can  journalise  everything,  but  with  a  well-indexed  Invoice 
Book,  and  accounts  regularly  sent  in  monthly  or  quarterly, 
a  great  saving  of  labour  is  effected.  I  have  used  both,  and 
must  say  that  I  prefer  to  check  the  accuracy  of  the 
accounts  through  an  indexed  Invoice  Book  rather  than 
through  a  Personal  Ledger,  because  in  the  latter  place  the 
entries  are  as  meagre  as  fessibUf  while  in  the  indexed 
Invoice  Book  you  have  the  accounts  themselves  to  refer 
to.  Many  of  us  find  it  would  be  impossible  with  our 
present  staffs  to  journalise  everything  in  gas,  water, 
markets,  tramways,  and  electeicity  trading  undertakings, 
besides  all  our  ordinary  Rating  Accounts. 

One  method  in  vogue  is  to  pass  each  invoice  through  an 
Invoice  Abstract  Book,  thus  delritiog  the  Impersonal 
Accounts  in  total  and  crediting  the  tradesmen's  accounts 
with  the  separate  amounts  in  a  Personal  Ledger.  This 
gives  little  or  no  information  when  you  open  the 
Impersonal  Ledger  for  the  inspection  of  a  member  of  the 
Town  Council.  This  is  known  as  the  Railway  Companies' 
System,  and  its  value  is  that  it  enables  the  Profit  and  Loss 
and  Charges  Accounts  to  be  closed  quickly,  but  it  does  not 
elfect  the  purpose  for  which  corporation  accounts  are  kept, 
viz.,  to  enable  the  councillors  to  fully  understand  where 
the  money  has  gone. 

Standardisation  of  Accounts  oh  Income  and  Expenditure 
Lines. 

This  important  matter  of  uniformit>^'4a  Corporation 
Accounts  I  first  brought  iQigitwdeeiibyPceiiQiU  of .  the 
Institute  in  1887.    Yon  can  therefore  understand  hov 
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delighted  I  am  with  the  recommendations  of  the  Metro- 
politan and  Home  Counties'  Branch  of  the  Institute,  who 
have  lately  gone  in  so  strongly  for  uniformity  in  Balance 
Sheets,  but  I  am  rather  sorry  to  learn  that  the  Council  of 
the  Institute  was  of  opinion  "  that  in  view  of  the  fact  that 
"Me  Local  Government  Board  was  about  to  appoint  a  Special 
"Departmental  Committee  for  the  purpose  of  making  an 
"investigation  into  the  accounts  of  local  authorities,  no 
"useful  purpose  would  be  served  by  now  entering  into  a 
"discussion  on  this  subject."  I  differ  from  them  entirely, 
holding  a  diametrically  opposite  opinion.  IVe  ought  to 
lead  and  not  follow  the  I-ocal  Government  Board.  In  my 
opinion,  we  ought  to  be  represented  by  our  President,  or 
some  other  up-to-date  and  go-ahead  accountant  that  we 
possess.  The  Municipal  Corporations  Association  niight 
possibly  be  represented  by  a  borough  whose  accounts  are 
behind  the  times.  It  would  be  worse  than  a  misfortune 
if  the  financial  representatives  of  the  municipalities  of 
Kngland  on  this  Special  Committee  were  those  who  adhere 
to  the  old  system  of  receipts  and  payments.  I  am  afraid 
the  I^al  Government  Board  would  find  them  "blind 
leaders  of  the  blind." 

I  have  recently  had  a  good  deal  of  correspondence  and 
discussion  with  American  professional  accountants  and 
city  comptrollers,  who  are  improving  and  altering  their 
old  out-of-date  methods.  I  would  like  to  submit  for  your 
inspection  a  few  abstracts  of  accounts  and  reports  which 
they  have  sent  me.  They  are  now  on  the  table  before  me. 
They  are  the  accounts  of  the  cities  of  New  York,  Chicago, 
Rochester,  Minneapolis,  Cambridge,  &c.  I  particularly 
desire  you  to  note  the  difference  between  the  City  Auditor's 
Report  and  Accounts  of  Pawtucket,  R.I.,  and  compare 
them  with  those  of  Minneapolis.  A  New  York  financial 
newspaper,  criticising  this  latter  report,  says  :  — "  There  are 
"several  noteworthy  features  in  the  new  form  of  the 
"  Minneapolis  Report.  In  the  first  place,  there  is  a  Balance 
"Sheet,  and  it  is  quite  unique.  In  fact,  a  Balance  Sheet  is 
"a  rare  thing  anyway  in  a  municipal  report.  Usually 
"municipal  reports  are  nothing  more  than  statements  of 
"receipts  and  disbursements."  I  should  inform  you  that 
the  accountants  and  auditors  of  Minneapolis  are  leading 
the  way  in  introducing  Income  and  Expenditure  Accounts 
among  American  cities.  Mow  greatly  this  is  needed  you 
will  gather  when  I  tell  you  that  I  am  credibly  informed  by 
the  Chief  Statistician  of  the  Census  Bureau  at  Washington, 
T).S.A.,  that  the  rates  and  taxes  in  American  cities  are 
often  allowed  to  run  five,  six,  and  even  more  years  in 
arrear.  You  will  quite  appreciate  what  an  open  door  for 
misappropriation,  fraud,  and  [Mrefeiential  treatment  of 
friends  this  method  of  dealing  with  Municipal  Accounts  on 
receipt  and  payment  lines  permits. 

My  reason  for  drawing  your  attention  to  the  accounts  of 
Pawtucket  was  that  on  page  21  yo\x  lliere  see  a  "professed  '* 


Balance  Sheet,  but  nowhere  is  there  shown  any  details  of 

the  capital  outlay,  which  had  occasioned  a  debt  of  five 
millions  of  dollars,  but  since  writing  the  above  I  have 
received  from  a  well-known  firtn  of  Boston  accountants 
their  recent  report  as  expert  accountants  for  the  City  of 
Pawtucket,  showing  the  new  form  of  accounts  which 
they  recommend,  and  which  has  been  adopted  by  ordinance 
of  the  Pawtucket  City  Council  regulating  the  new  duties  of 
the  Auditor  and  Treasurer.  This  clearly  shows  how  the 
bonded  debt  of  Pawtucket  is  made  up  under  the  various 
statutory  powers  granted  them  by  law  for  waterworks, 
sewers,  schcxils,  street  improvements,  &c.,  leaving  a  margin 
of  nearly  a  million  of  debt  in  dollars  for  ordinary 
municipal  purposes. 

Depreciation, 

I  wish  to  deal  with  ttiis  matter  very  cursorily,  as  your 
ex-President  gave  you  such  an  excellent  paper  dealing  with 
this  subject  exclusively.  You  are  aware  that  for  some  time, 
in  order  to  get  Sinking  Fund  allowed  as  Depreciation,  I 
have  urged  that  the  lesser  should  be  merged  in  the  greater, 
and  that  Sinking  Fand  should  be  paid  out  of  the  amount 
provided  for  depreciation,  but  if  the  I..eeds  case  succeeds, 
then  the  need  for  this  will  no  longer  exist,  as  in  most 
boroughs  the  interest  charged  on  the  loan  debt  exceeds  the 
taxed  profits  of  the  undertakings,  and  I  fear  this  will  be 
the  same  in  Bolton  in  a  few  years. 

Internal  Audit. 

This  matter  is  a  very  important  one,  and  since  our  late 
Secretary  (Mr,  Collins)  wrote  his  book  on  the  subject,  you 
have  been  provided  with  an  excellent  vade  mecum.  I  may 
say  that  in  Bolton,  instead  of  increasing  the  staff  to  cope 
with  the  heavy  amount  of  work  which  this  entails,  our 
Council  decided  to  increase  the  stipend  of  Che  professional 
auditor,  and  to  throw  the  duty  upon  him  of  conducting  a 
continuous  internal  audit  by  a  professional  man  inde- 
pendent of  any  corporation  official.  I  am  inclined  £rom  oui 
recent  experience  to  hold  that  this  is  the  more  correct, 
independent,  and  satisfactory  mode  of  dealing  with  the 
matter.  I  know  that  in  giving  this  opinion  I  shall  open 
myself  to  heavy  criticism  by  many  of  ray  brother 
treasurers,  but  a  treasurer's  time  can  be  very  much 
better  employed  in  studying  the  interests  of  their  corpora- 
tions on  the  higher  plane  of  accountancy,  &c.,  as  many  of 
us  have  continuous  problems  of  banking  now  thrust 
upon  us. 


jflbunicipal  Corporations  an&  Xanft 
^er^raftd. 


Carlisle  Town  Clerk's  Views  on  «  Recent  DecUlon. 


(From  The  Local  Government  Chronicle.) 

At  the  last  meetingp,of ,  the  X^t^^kr^Cancnlation  the 
^Digitized  by  vpTJvTXl^ 
Fmance  Committee  presented  the  following  t^iort  by  the 
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Town  Clerk  (Mr.  A.  H.  CoUingwood)  upon  the  recent  case 
of  the  Attorney-General  v.  Dt  WiniM,  to  which  the  atten- 
tion of  the  Committee  had  been  called  by  the  city 
treasurer  and  the  auditors  :  — 

"The  extent  and  effect  of  the  judgment  of  Mr.  Justice 
Farwell  in  the  recent  case  of  the  Attorney-General  v.  Be 
Winton  in  its  application  to  the  existing  accounts  of  the 
cor;>oration  have  been  misconceived  by  the  city  treasurer 
and  the  professional  auditors.  From  the  facts  of  the  case, 
which  were  not  in  dispute,  it  appears  that  the  Corporation 
of  Tenby  had  exhausted  all  its  borrowing  powers,  and  had 
in  addition  a  lai^e  fluctuating  overdraft  at  its  bankers  in 
respect  of  expenses  previously  incurred.  The  corporation 
kept  this  banking  account  in  the  name  of  the  defendant, 
who  was  not  only  the  treasurer  of  the  borough,  but  also 
the  maaager  of  the  .bank,  and  the  actual  custodian  of  the 
Corporate  funds.  The  account  was  continuously  over- 
drawn,  so  that  the  overdrafts  constituted  a  normal  floating 
debt  io  respect  of  which  interest  with  quarterly  rests  was 
charged  by  the  bank,  and  the  defendant,  in  his  accounts 
as  borough  treasurer,  credited  himself  and  debited  the 
borough  with  these  quarterly  sums  of  interest,  notwith- 
sunding  that  no  order  within  the  meaning  of  Section  141 
i>f  the  Municipal  Corporations  Act,  1882,  for  payment  of 
this  interest  had  ever  been  made  by  the  council.  At  the 
date  of  the  institiriion  of  the  proceedings  the  overdraft  in 
question  amounted  to  some  /4,6oo,  made  up  as 
follows: — \a\  Harbour  Account,  \p)  District  Rate  Account, 
\n  Water  Rate  Account. 

"The  Harbour  Account  represented  moneys  borrowed  in 
excess  of  the  borrowing  powers  conferred  on  the  borough 
by  its  special  Acts  and  Orders,  and  in  breach  and  non- 
observaace  of  the  terms  and  conditions  contained  in  those 
Acts  and  Orders.  The  District  Rate  Account  and  Water 
Rate  Account,  or  snch  other  sums  as  from  time  to  time 
represented  the  same,  were  borrowed  from  the  bank 
without  the  sanction  of  the  Local  Government  Board,  and 
consisted  in  the  whole,  or  in  part,  of  expenditure  incurred 
at  soch  dates  that  it  was  not  competent  to  the  borough  to 
include  the  amounts  thereof  in  the  general  district  rates 
made  from  time  to  time  under  Section  210  of  the  Public 
Health  Act,  1875,  order  to  raise  the  money  for  the  pay- 
.-nent  of  charges  and  expenses  incurred  at  any  time  within 
in  months  before  the  making  of  the  rate.  As  the  case  has 
oo  reference  to  the  ordinary  corporate  accounts^  it  is 
onnecessaiy  to  refer  to  the  judgment  further  than  to  direct 
attention  to  the  remarks  of  the  learned  Judge  as  to  tem- 
porary overdrafts  which  may  be  necessary  to  meet  the 
daily  necessities  of  a  corporation  from  time  to  time.  He 
proceeds :  '  I  propose  to  make  a  declaration  that  the 
defendant  is  not  entitled  to  credit  himself  or  to  debit  any 
of  the  borough  funds  with  interest  on  any  of  the  over- 
drafts appearing  io  the  accounts  heretofore  put  in  by  him 


t 

as  treasurer  since  his  appointment.  If  the  defendant  will 
^  state  by  his  counsel  that  he  will  not  make  any  similar 
charges  in  future,  I  will  accept  his  statement  in  lieu  of 
granting  an  injunction,  and  give  liberty  to  apply  instead.  I 
see  no  reason  to  suppose  that  he  will  not  abide  by  the 
decision  of  the  Court,  and  there  would  be  a  practical 
inconvenience  in  framing  an  injunction,  because  some 
restriction  of  the  generality  of  the  words  in  the  declara- 
tion would  be  necessary  in  providing  for  the  future.  All 
overdrafts  are  in  effect  borrowings,  but  if  the  borough 
obtain  further  powers  of  borrowing  in  the  future  they  may 
be  in  a  position,  to  obtain  overdrafts  within  the  limits  of 
those  powers  for  daily  necessities,  as  pointed  out  by  Mr. 
Justice  Channell  in  Smith  v.  Southampton  Corporation,  and 
this  would  have  to  be  provided  for  by  way  of  exception 
from  the  injunction.* 

"In  the  case  of  Smith  v.  The  Southampton  Corporation 
referred  to,  which  was  an  appeal  against  the  validity  of  a 
general  district  rate,  on  the  ground  that  old  debts  con- 
tracted in  former  years,  and  six  months  before  the  ipaking 
of  the  rate,  had  been  included  in  the  estimate,  both  the 
Lord  Chief  Justice  (Lord  Alverstone)  and  Mr.  Justice 
Channell  were  careful  to  distinguish  between,  irregular  and 
consequently  illegal  accounts  and  appropriation  of 
revenues  and  the  authorised  and  regular  accounts  of  a 
corporation.  The  Lord  Chief  Justice,  in  dealing  with  a 
particular  item  of  debt  over  six  months  old  included  in 
the  estimate,  proceeds  :  '  Therefore,  unless  the  corporation 
were  able  to  show  that  this  was  only  a  mere  matter  of 
bookkeeping,  and  that  they  were,  in  fact,  meeting  accounts 
out  of  another  purse  than  that  which  would  be  filled  by 
the  district  rate,  there  certainly  was  evidence  on  which  the 
Recorder  was  entitled  to  come  to  the  conclusion  that  they 
were  paying  these  debts  out  of  the  money  so  raised.'  In 
the  further  ct^urse  of  his  judgment,  he  proceeds :  *  But  I 
can  imagine  a  case  in  which  the  estimate,  having  been 
made  in  a  way  which  primd  facie  would  show  that  the 
general  rate  was  being  raised  in  order  to  pay  such  items  as 
these,  the  corporation  would  be  able  to  show  that  if  the 
accounts  were  properly  arranged  and  the  receipts  properly 
marshalled  there  was  no  money  coming  out  of  the  district 
rate,  as,  for  instance,  the  case  put  in  the  course  of  the 
argument  by  my  brother  Channell,  of  the  corporation 
possessing  real  property  or  other  property  which  produced 
income,  which  income  was  not  subject  to  the  restrictions  to 
which  the  general  rate  was  subject,  and  could  conse- 
quently be  applied  to  the  payment  of  the  debt,  therefore, 
without  in  any  way  suggesting  that  the  corporation  may 
not  be  entitled  under  certain  circumstances  so  to  explain 
what  the  estimate  vrauld  show,  I  think,  when  the  facts  are 
such  as  were  established  in  this  case,  there  is  a  clear 
breach  of  Section  210.  There  is  only  one  other  matter  I 
wish  to  notice.   If  it  had  turned  out  there  had  be^large 
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payments  nn  Capital  Accnunt,  and  the  accounts  were  com- 
plicated by  the  inclusion  of  large  payments  that  were  so 
made  on  Capital  Account  not  properly  chargeable  against 
this  general  district  rate,  and  that  this  would  be  met  by  a 
further  loan,  I  am  not  prepared  to  say  that  sudi  an 
illegality  as  that  could  be  relied  on  if  in  fact  it  was 
established  that  the  ultimate  adjustment  of  the  accounts 
would  not  make  any  of  the  debls  payable  out  of  the  general 
district  fund  more  thjui  six  months  old.  It  is  not  neces- 
sary to  decide  that,  but  I  was  impressed  with  the  argument 
that  in  that  particular  case  the  mere  illegality  of  borrow- 
ing might  not  be  sufficient  to  justify  a  person  in  objecting 
to  the  rate.' 

"Mr.  Justice  Channel!,  in  the  course  of  his  judgment  in 
the  same  case,  in  dealing  with  what  may  be  done  under  the 
provisions  of  different  Acts  and  the  provisions  as  to  rating 
contained  in  the  Public  Health  Act,  proceeds :  '  It  depends 
upon  the  construction  of  that  particular  statute  as  to  what 
may  be  done.  In  this  particular  statute  there  is  a  section 
permitting  retrospective  payments  or  retrospective  rating 
to  the  extent  of  six  months,  and  the  question  is  what  that 
means.  It  is  evidently  intmded  to  prevent  the  obvious 
inconvenience  that  would  arise  to  all  these  bodies  if  they 
were  bound  to  pay,  as  it  were,  cash  down  for  every  single 
item  of  expenditure  they  incurred.  Practically  that  could 
not  be  done,  and  therefore  there  is  to  be  a  certain  limit 
given  to  them,  and  this  particular  statute  gives  them  limit 
to  the  extent  of  six  months.'  The  same  learned  Judge, 
further  on  in  the  coarse  of  his  judgment,  says  :  *  Nothing 
that  I  am  saying  and  nothing  that  my  I^rd  (the  Lord 
Chief  Justice]  has  said  would  in  any  way  suggest  that  there 
would  have  been  anything  wrong  in  that  which  must  as  a 
matter  of  practice  always  be  done,  viz.,  in  having  tempo- 
rary loans  within  the  limit  of  their  borrowing  powers  in 
respect  of  matters  which  they  have  to  pay  quickly  when 
they  want  to  raise  a  loan,  and  to  raise  their  whole  loan  ia 
one  sum ;  as,  for  instance,  by  issuing  stock,  in  which  case 
they  must  incur  some  small  expenditure  before  they  raised 
their  loan.  In  such  a  case,  obviously  a  temporary  loan 
from  the  bankers  within  the  limits  of  their  borrowing 
powers  would,  of  course,  stand  upon  a  totally  different 
footing  from  such  things  as  have  been  done  here.' 

"  Dealing  with  tlie  particular  accounts  of  the  corporation 
referred  to  with  regard  to  the  District  and  City  Fund 
Accounts,  at  certain  times  daring  the  statutory  periods  for 
which  the  general  district  and  cily  rates  respectively  are 
made,  and  until  a  sufficient  collection  can  be  made  to 
meet  the  current  expenditure  of  the  corporation,  a  tem- 
porary overdraft  on  these  funds  is  impossible  to  avoid, 
and  as  proper  provision  is  made  for  the  payment  of  bank 
interest  by  the  inclusion  in  the  estimates  of  a  sum  for  that 
purpose,  there  can  be  no  objection,  as  pointed  out  by  Mr. 
Justice  Channell  in  Smith  v.  The  Southampton  Corporation, 


to  such  temporary  overdrafts  being  obtained  as  may  be 
required  from  time  to  time  to  meet  the  daily  necessities  of 

the  corporation. 

"With  regard  to  the  Electricity  Account,  express  pro- 
vision is  made  by  Section  52  of  the  Carlisle  Provisional 
Order  that  any  deficiency  in  income  in  any  year  shall  be 
charged  upon  and  payable  out  of  the  city  fund,  and  this 
has  hitlierto  been  regularly  done  at  the  close  of  each 
financial  year. 

"  With  regard  to  the  Gasworks  Current  Account,  until  a 
sufficient  collection  of  the  accounts  in  any  current  half- 
year  is  made,  a  temporary  overdraft  to  meet  the  current 
working  expenses  is  unavoidable,  and  any  bank  interest 
which  may  be  paid  in  respect  of  any  such  temporary  over- 
draft is  part  of  the  current  expenses  of  working  the  under- 
taking, and  payable  out  of  the  rents  and  profits  as  pro- 
vided by  Section  43  of  the  Carlisle  Gas  Act,  1850.  With 
regard  to  the  cost  of  the  installation  of  the  water  gas  plant, 
for  which  borrowing  powers  are  not  allowed  by  the  Local 
Government  Board,  by  Section  43  of  the  Carlisle  Gas  Act, 
1850,  it  is  quite  competent  for  the  corporation  to  appro- 
priate the  rents  and  profits  of  the  gasworks  after  meeting 
all  current  expenses,  including  the  repayments  of  prin- 
cipal and  interest  on  loans,  in  improving  and  enlarging  the 
gasworks ;  but  whether  they  do  so  wholly  out  of  the  rents 
and  profits  of  any  one  year,  or  by  spreading  the  expendi- 
ture in  any  exceptional  case,  such  as  the  water  gas  plant, 
for  which  borrowing  powers  could  not  be  obtained,  over 
a  short  period  of  years,  is  a  question  of  policy  to  be  deter- 
mined by  Che  council  in  the  management  of  the  works. 
No  question  of  law  appears  to  be  involved  as  long  as  such 
expenditure  is  met  out  of  the  rents  and  profits  as  provided 
by  the  Act,  and  not  out  of  such  revenues  of  the  corporation 
as  may  be  subject  to  statutory  restriction." 

In  the  course  of  the  discussion  on  the  report, 
Mr.  Nicholson  said  that  Section  144  of  the  Municipal 
Corporation  Act,  1882,  sets  out  how  deficiencies  in  the 
borough  fund  were  to  be  met,  Sub^sections  (i)  and  {2) 
read  as  follows: — "(i)  If  the  borough  fund  is  insufficient 
"for  the  purposes  to  which  it  is  applicable  under  this  Act 
"  or  otherwise  by  law,  the  council  shall  from  time  to  time 
"estimate  as  correctly  as  may  be  what  amount  in  addition 
"  to  the  borough  fund  will  be  sufficient  for  those  purposes. 
"  (2)  In  order  to  raise  that  amount  the  council  shall,  subject 
"to  the  provisions  of  this  Act,  from  time  to  time  order  a 
"rate,  to  be  called  a  borough  rate,  to  be  made  in  the 
"borough."  For  several  years  there  was  such  a  deficiency 
in  the  fund  in  Carlisle,  and  the  corporation,  not  choosing 
to  exercise  their  power  to  hiake  up  that  deficiency  by 
means  of  a  rate,  resorted  to  overdrawing  at  the  bank — in 
other  words,  to  illegal  borrowing,  illegal  because  for  a 
purpose  for  which  they^^^^^^g  gt^Q0g(jB:[l^  borrow. 
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For  the  money  so  borrowed  the  treasurer  had  been  and 
was  being  called  upon  to  pay  interest,  and  that  interest, 
he  submitted,  had  been  shown  by  the  De  Winton  judgment 
to  be  an  illegal  payment.  The  Town  Clerk,  while  accept- 
ing the  findings  of  the  Courts,  held  that  the  Carlisle  over- 
drafts were  not  affected  by  those  findings.  If  he  accepted 
Mr.  Justice  Farwell,  that  all  overdrafts  were  in  effect 
borrowings;  if  he  accepted  Mr.  Justice  Channell,  that  all 
borrowings  must  have  statutory  saactioa>  where  did  he 
find  statutory  power  to  borrow  or  overdraw  to  make  good 
the  deficiencies  in  the  city  fund,  as  had  been  done  in 
Carlisle?  If  he  could  not  find  that  statutory  sanction,  how 
could  he  draw  a  distinction  between  the  position  of  the 
Carlisle  borough  fund  and  the  accounts  under  the  investi- 
gation of  the  Courts  in  the  cases  alluded  to?  However,  he 
assumed  the  responsibility  of  saying  there  was  such  a  dis- 
tinction, and  of  advising  the  corporation  to  overdraw  at 
the  bank  to  make  up  any  deficiency  in  the  city  fund  was  a 
perfectly  legal  proceeding.  He  was  glad  that  under  such 
circnmstances  the  opinion  of  tiie  Town  Clerk  should  stand 
recorded  on  the  minutes,  but  he  believed  that  the  Town 
Clerk  himself  would  be  the  last  to  suggest  that  we  should 
slacken  in  our  efforts  to  get  rid  of  these  overdrafts. 

Mr.  White  said  it  was  quite  evident  to  htm  after  a  careful 
perusal  of  the  Town  Clerk's  report  that  the  misconcep- 
tioas  and  surmises  of  the  auditors  and  others  entailed  no 
change  of  policy  on  the  part  of  this  corporation,  and  he 
hoped,  for  his  part,  that  the  auditors  in  future  would 
confine  their  labours  to  auditing  the  accounts  of  the  cor- 
poration, and  leave  those  legal  questions  to  their  legal 
adviser,  whom  they  had  every  reason  to  trust  in  matters  of 
lav  and  procedure.  In  his  experience  in  this  council  the 
Town  Clerk  bad  never  led  them  wrong  yet,  and  he  did  not 
think  that  the  Town  Clerk  was  likely  to  do  so.  As  the 
Town  Qeric  had  told  &em,  the  judgments  ait  Tenby  and 
Southaii^>ton  were  quite  right  and  quite  in  order  on  the 
slate  of  things  disclosed  at  both  those  places.  But  the 
state  of  things  disclosed  at  Tenby  and  Southampton  did 
not  apply  to  the  state  of  things  at  Carlisle.  This  corpora- 
tioa's  treasurer  was  not  also  their  banker,  as  was  the  case 
with  the  (dScial  at  Tenby,  and  be  did  not  draw  cheques  as 
he  tfaon^t  fit,  as  the  treasurer  of  Tenby  dH-  The 
treasorer  at  Carlisle  must  have  an  order  of  this  council, 
an  order  on  the  bank  signed  by  the  Chairman  of  the 
Finance  Committee  and  two  members  of  the  Finance 
C<mmittee,  and  connters^ned  

\It.  Nicholson :  A  different  form  from  that. 

The  Town  Cl^k:  No;  three  members  of  the  council, 
conntersigned  by  the  Town  Clerk. 

Mr.  White :  It  is  usually  the  Chairman  of  the  Finance 
Committaa  and  two  members  of  the  Finance  Committee ; 
bnt  it  was  quite  ti^t  to  say  any  tiirse  members  of  the 


j  town  council.  It  was  requisite  that  they  must  have  three 
i  members  of  the  council  signing  the  order  on  the  bank 
before  a  cheque  would  be  honoured.  Now  at  Tenby  the 
treasurer  was  also  banker,  and  he  did  it  all  himself  in  his 
dual  Capacity.  He  drew  cheques  on  one  account,  paid 
them  into  another  account  without  either  leave  or  licence 
on  the  part  of  the  Tenby  Corporation,  which  was  quite 
wrong,  and  the  Judges  were  quite  right  in  putting  a  stop 
to  it — or  rather  they  did  not  put  a  stop  to  it;  they  did 
not  issue  an  injunction,  but  they  said  they  hoped  that 
after  what  had  passed  that  the  Tenby  treasurer  "  would  not 
do  it  again."  Under  the  fifth  schedule  of  the  Municipal 
Corporations  Act,  1882,  there  were  three  small  things  men- 
tioned which  might  be  paid  without  an  order,  but  the  pay- 
ment of  interest  on  an  overdrawn  account  was  not  one  of 
tbem,  and  Tenby  Corporation  ought  to  have  known  that. 

The  Council  requested  the  Town  Clerk  to  further  report 
to  the  next  meeting  as  to  the  treasurer's  personal  liability 
in  respect  to  the  payment  by  the  corporation  of  interest  on 
overdrafts  at  their  bankers. 


UojpiCB  Of  tbe  Dap. 


Let  the  Credit  Qo. 


It  is  impossible  to  apply  the  advice  of  the  philosopher 
poet  quite  literally  to  our  sociiU  system.  We  cannot  "tdce 
the  cash  and^  let  the  credit  go."  Businesses  big  and  little 
wx>uld  be  sadly  hampered  if  credit  were  sent  packing 
altogether.  Credit  is  a  genuine  convenience  to  some,  an 
absolute  necessity  to  others.  There  remains,  however,  a 
very  large  section  of  the  public  which  would  pm&i  con- 
siderably from  a  limitation  of  credit. 

The  County  Court  Judge  is  in  a  position  to  realise  more 
than  any  other  man — more  even  than  the  experienced 
Official  Receiver — the  disadvantages  of  unlimited  credit. 
Day  after  day  he  hears  cases  in  which  people  of  small 
means  have  been  led  into  extravagance  and  irresponsibility 
by  Hie  seeming  complaisance  of  tradesmen.  Seeing  the 
settling  day  far  ahead,  they  have  been,  enabled,  to  their 
undoing,  to  get  articles  they  could  not  afford,  while  for 
the  necessities  of  life  perhaps  they  have  been  forced  to 
pay  far  more  than  the  market  price.  A  housewife  who 
exists  on  credit  has  forfeited  the  privilege  of  bargaining. 
She  must  give  what  the  tradesman  to  whom  she  owes 
money  chooses  to  ask.  To  what  extent  people  of  small 
incomes  place  themselves  in  the  grip  of  tradesmen  is  not 
sufficiently  appreciated.  Nor,  on  the  other  hand,  must  the 
sufferings  of  a  different  type  of  tradesman — the  one  who 
does  not  wish  to  give  credit,  and  would  prefer  cash  any 
day  to  the  chance  of  getting  his  customers  under  his 
thumb— be  disregarded.  ^'^^^^|>(lr'by'@^9^^^^y 
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honest  small  traders  to  give  credit  much  against  their 
wills,  and  often,  as  any  County  Court  records  would  con- 
clusively prove,  they  fall  victims  to  the  intolerable  pro- 
crastination (if  customers  who  could  pay  if  they  would, 
but  have  become  habituated  to  the  evil  practice  of  putting 
off  the  day  of  settlement. 

From  his  experience  in  his  County  Court  of  these  two 
types  of  cases.  Judge  Tindal  Atkinson  has  been  driven  to 
express  a  hope  that  very  soon  the  Statute  of  I-imitations 
will  be  altered  from  six  years  to  twelve  months,  so  that 
tradesmen  would  have  to  get  in  their  accounts  within  the 
year. 

A  change  of  that  kind  may  seem  Utopian,  yet  we  see  no 
obstacles  to  its  being  made  save  those  erected  by  custom 
and  convention.  Men  have  so  habituated  themselves  to 
practically  unlimited  credit  that  doubtless,  at  first  sight, 
the  possibility  of  a  twelve  months'  limit  may  strike  them 
as  preposterous  and  absurd,  a  bar  to  business,  and  a 
menace  to  prosperity.  It  is  really  nothing  of  the  sort.  So 
far  as  small  businesses  and  accounts  are  concerned — and 
we  leave  the  consideration  of  the  effect  on  greater 
undertaking!! — it  would  conduce  to  honesty  and  true 
convenience. 

There  is  little  honesty  and  less  comfort  in  an  existence 
based  on  the  principle  of  unlimited  credit  and  continued 
by  its  aid.  The  tradesman  whose  customers  are  not  so 
much  props  of  his  business  as  slaves  to  hts  guile  is  a 
s[>eculator  who  may  grow  rich  by  his  cunning,  but  is  just 
as  likely  to  land  himself  in  the  Bankruptcy  Cf»urt.  Ilis 
shop  is  like  a  spider's  web,  which  catches  many  flies,  hut 
is  liable  to  be  swept  away  by  a  searching  broom.  Because 
it  rests  on  no  secure  foundations,  it  brings  him  greater 
anxiety  than  would  be  entailed  by  sound  methods  of 
trading.  The  customers'  case  is  clearer  still.  For  years 
they  may  live  in  bigger  houses  than  their  incomes  entitle 
them  to.  For  years  they  may  succeed  in  dazzling  their 
neighbours.  For  years  they  may,  to  all  appearance,  enjoy 
the  luxuries  of  life.  But  the  day  comes  when  an  ominous 
bill  is  stuck  up  in  front  of  their  homes,  when  the  haunts  in 
which  they  have  flaunted  their  extravagance  know  them 
no  moTCf  when  they  have  to  crawl  away  and  hide  their 
diminished  heads  ia  squalor  and  misery. 

The  suburbs  of  Tx>ndon  are  full  of  people  who  live  oii 
unlimited  credit.  They  possess  incomes  sufficient  for  a 
quiet  and  comfortable  life,  but  they  barter  that  happy 
prospect  for  a  few  years  of  what  they  consider  splendoiu- 
— ^what  sensible  people  know  is  shiftless  folly.  Go  where 
you  will,  those  ominous  sale  boards  are  to  be  seen—too 
*  often  the  memorial  stones  of  vanished  suburban  great- 
ness— too  often  the  evidences  of  the  snare  of  unlimited 
credit. 

From  that  snare  no  class  in  the  community  can  claim 
exemption— that  is  to  say,  no  class  which  is  placed  by 


limited  incomes  within  the  reach  of  unlimited  credit. 
Middle-class  households  are  caught  in  the  toils;  so  are 
working-class  ;  and  there  have  been  instances  in  which  the 
aristocratic  home  has  shown  its  liability  to  destruction. 
The  poor,  however,  pass  most  deplorably  under  the  yoke. 
It  is  they  to  whom  economy  is  often  made  impossible  by 
the  open  hand  offering  unlimited  credit — the  open  hand 
which,  when  the  moment  comes,  can  clench  so  tightly. 

Limitation  of  credit  to  one  year  would  mean  that  nobody 
could  get  very  far  out  of  hand.  The  honest  tradesmaa 
would  have  the  best  of  excuses  for  tightening  his  hold  on 
the  customer.  The  guileful  tradesmaa  would  be  deprived 
to  some  extent  of  his  potency  for  evil.  Thriftless  and 
careless  customers  would  be  saved  from  themselves.  A 
twelve  months'  limit  would  be  a  Statute  of  Salvation. 

{Evening  Standard  and  St.  James's  Gazette.) 


/Deetlnas  tor  tbe  ensuing  TRIleeft. 


Monday  —  Institute  of  Chartered  Accountants.— 
Library  and  Publication  Committee,  at  2.30  p.m. ; 
Investigation  Committee,  at  3  p.m. 

Tuesday  —  Instituts  of  Chartered  Accountants.  — 
Examination  Committee,  at  2  p.m. ;  Students 
Societies'  Grants  Committee,  at  3  p.m. 

Wednesday— lusxnvTK  of  Chartered  Accountants. — 
Finance  Committee,  at  12.30  p.m. ;  Council  Meeting 
at  2  p.m. 


failures  anO  JStlls  of  Sale  in  £ng[an& 
and  Males. 


AccoRDiNa  to  Kemp's  MmanOU  Gtuettt,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  Sept.  21st,  was  147,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  Gautte, 
75 ;  Deeds  of  Arrangement  legisteied,  72.  The  respective 
Qumbera  in  the  ctwre^nding  week  of  last  year  were  z 
Bankruptcies,  81 ;  Deeds  of  Arrangement,  79— total,  iGo; 
being  a  decrease  of  13.  The  total  number  of  commercial 
failures  recorded  daring  the  38  weeks  of  the  present  year  is 
6,082 ;  the  total  number  recorded  in  the  corresponding  38 
weeks  of  last  year  was  6,474,  showing  a  decrease  of  392. 

The  number  of  Bills  of  Sale,  including  Re-r^strations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Sept.  2ist,  was  13Z.  The  number  in  the  corresponding  week 
of  last  year  was  143,  showing  a  decrease  of  ro.  The  total 
number  filed  during  the  38  weeks  of  the  present  year  is 
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5i937  !  tbe  total  number  filed  in  the  corresponding  38  weeks 
of  last  year  was  6,077,  showing  a  decrea&e  of  540. 


Debentar««. 


The  Mortgages  and  Charges  registered  by  limited 
companies  ta  England  and  Wales  daring  the  week  ending 
Friday,  Sept.  21st,  amounted  to  £635,895,  by  way  of 
addition  to  ^1,494,206,  previously  issued  by  the  same 
companies.  The  amonnt  registered  in  the  corresponding 
week  of  last  year  was  /82g,ooo,  showing  a  decrease  of 
jfi93,io5.  The  total  amount  registered  during  the  38 
weeks  of  the  present  year  was  ^61,475,293  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  ^^59.5311345  for  the  Mrresponding  38  weeks 
in  1905,  showing  an  increase  of  ;£i>943.948. 


The  Profession  in  Scotland. 


JLbc  Olasaow  Chartered  accountants 
Students'  Socfet^. 


The  Vat  itf  Peneniagea. 


By  A.  Mkrbbrt  Brown,  C.A. 


An  elementary  paper  read  to  the  members  of  the  above 
Sodely  on  nth  Jimuary. 

I  have  chosen  this  subject  for  a  lecturette  as  I  thought  it 
would  be  useful  to  students  as  an  introduction  to  the  subject, 
and  might  help  them  to  arrange  the  figures  in  Profit  and 
Loss  and  other  accounts  prepared  by  them  in  a  more 
intelligeat  way. 

The  toe  of  percentages  in  relation  to  accounts  is  not  a 
sabject  to  which  much  attention  is  paid  in  current  works  on 
accountancy,  nor  do  all  accountants'  offices  in  Glasgow 
ioclode  a  note  of  percentages  in  Profit  and  Loss  Accounts 
supplied  hy  them  to  their  clients ;  indeed,  from  the  arrange- 
ment of  some  of  these  accounts,  it  would  be  quite  meaning- 
less to  include  percentages. 

The  "  Encyclopedia  of  Accounting ' '  treats  of  the  subject 
very  shortly  and  very  generally,  and  defines  a  percentage  as 
"  a.  sum  or  nnmber  signifying  a  ratio  to  one  hundred,"  and 
explains  that  "  allowances,  discounts,  remuneral  o  commis- 


sion, and  such  like,  are  usually  expressed  as  a  percentage  of 
some  given  ba^." 

A  very  instructive  paper  was  given  by  Mr.  Richard 
Brown,  C.A.,  Edinburgh,  to  the  Edinbui^h  Chartered 
Accountants  Students'  Society,  on  21st  January  1904.  on 
"  The  Form  of  Revenue  Accounts  and  Balance  Sheets,  and 
the  use  of  Percentages  in  connection  therewith,"  and  in  the 
second  part  of  that  paper  he  deals  shordy  with  the.  use  of 
percentages. 

Now,  for  all  ordinary  purposes,  any  form  of  Profit  and  Loss 
Account  is  suffident  to  show  the  net  profit  or  loss  on  a  period 
of  trading,  and  to  show,  in  a  bshion,  how  that  profit  or  loss 
has  been  arrived  at;  bnt  when  you  wish  to  compare  one 
year's  results  with  another,  you  require  to  arrange  your 
accounts  in  a  somewhat  special  form.  The  two  main  kinds 
of  commercial  business  we  are  called  on  to  audit  are  (i) 
a  manufacturer's,  and  (2)  a  merchant's  (or  middleman's). 
Sometimes  we  come  across  a  business  which  is  partly  manu- 
facturer's and  partly  merchant's.  In  a  manutacturing 
business  the  raw  material  is  bought,  and  by  means  of  the 
labour  spent  on  it,  is  converted  into  a  finished  article  ;  while 
in  a  merchant's  business  the  finished  article  is  bought  and 
sold  again  without  any  direct  expenditure  of  labour  on  it  at 
all.  In  the  one  case  the  profit  is  made  on  the  production, 
and  in  the  other  on  the  turnover. 

Let  us  take  the  case  of  a  manufacturing  business,  and  first 
let  me  explain  how  the  amount  of  goods  produced  is  arrived 
at.  You  must  remember  that  in  this  case,  in  order  to  com- 
pare one  year's  charges  with  another,  the  result  we  wish  to 
arrive  at  is  to  find  the  percentage  ratio  of  purchases,  wages, 
charges,  &c.,  to  the  production.  Very  often  you  see  in  a 
Trading  Account  the  stock  atcommencemeot  (raw  materials, 
work  in  progress,  and  finished  goods)  debited  in  a  lump  sum 
and  the  stock  at  close  in  the  same  way  credited,  but  this 
method  of  treatment  will  not  suit  our  purpose.  The  stocks 
on  hand,  of  difierent  raw  materials,  work  in  progress,  and 
finished  goods,  must  be  classified,  and  each  treated  in  its 
proper  account.  What  is  required  is,  first,  on  the  credit  side 
the  amount  for  goods  manufactured  during  the  period,  and 
second,  on  the  debit  side  the  cost  of  that  manufacture  in 
labour,  raw  materials,  and  charges. 

The  following  is  a  pro  />m(t  statement  of  Trading  Account 
and  Profit  and  Loss  Account  in  a  manu&cturer's  bn«ness, 
with  the  percentage  which  each  item  bears  to  the  amount  of 
manufacture.  You  must  bear  in  mind  that  any  large 
finctuations  in  the  quantity  of  manufactured  stock  from  year 
to  year  will  affect  the  percentages,  but  in  most  businesses  the 
stock  of  finished  goods  does  not  vary  greatly  from  year  to 
year,  and  the  jresults  are  quite  reliableu^rcmnpaAtiye 
purposes.  Digitized  by  OOgTC 
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I.— Trading  Account  of  Mahdfactorer,  Year  1903. 


*  Butter,  Lard,  &c.  .. 
m  Sugar,  Syrup,  &c.  .. 
.  Fruits  and  Spices,  &c. 


Wages  

Depreciation  

Repairs  Plant  

Power,  Fuel,  Light,  Rent,  &c.,  of  Factory   . . 


Balance  to  Profit  and  Loss  Aeeount 


% 

25*00 
to'oo 
lo'oo 
5-00 

1 

£     •  d 

3,000  0  0  1 
3,000  0  0 
3,000  0  0  I 
1,000  0  0  1 

SO'OO 

15 '00 

3*30 
■50 
lo'oo 

10,000    D    0  1 

3,000  0  0 
500  0  0 
100  0  0 

3,000  0  0 

7S.00 
aa-oo 

13,600  0  0 
4,400  0  0 

loo'oo 

£30,000  0  0 

1 

By  Uanofacture  at  Biscuits  for  year 


% 

lOO'OO 


£ 

30,000 


s  d 


lOO'OO  {£30)000    O  0 


The  amottDt  of  ;^2o,ooo  for  goods  manuEactured  is  arrived 
at  thus : — 

Sales  for  period,  say   /20,i96  o  o 

Add  Stock  of  manu&ctnred  Goods  on 
hand  at  close  (at  cost)   910   o  □ 


Less  Stock  ol  manufactured  Goods  on      21,106   o  o 

band  at  commeocemeDt  (at  cost)     ..        1,106   o  o 

Giving  manufacture  for  year      . .      . .   ^20,000  o  o 

On  which  amotmt  the  percentages  are  calculated. 

On  the  debit  side  of  the  above  account  the  first  item  is 
"  Flour  used,  /5,oon,"  and  this  figure  is  arrived  at  thus  :— 

Stock  of  Flour  at  commencement,  say  . .        ^900   o  o 

Add  Purposes  for  year                           5i300  o  o 

6,2oo   o  o 

1,200   o  o 


Deduct  Stock  of  Flour  at  close  . . 
Leaving  actual  cost  of  Flour  used 


■  •     /5,ooo   o  o 


equal  to  25  per  cent,  on  the  manufacture.  The  other 
materials  are  treated  in  an  exactly  similar  £uhtoa  In  order 
to  get  in  each  case  the  actual  cost  of  the  material  used. 
Wages  and  Rent,  &c.,  are  adjusted  to  date,  each  in  Its 
proper  account. 


In  the  foregoing  example 

The  Cost  of  Materials 
„  in  Wages 

i.e.  the  Prime  Cost 
The  Direct  Oncost 

making  in  all  . . 


B  30%  of  the  Manulacture 

=•25*-' 

78% 


leaving  22  per  cent,  to  be  carried  forward  to  the  Profit  and 
Loss  Acouont. 

The  following  is  the  pro  forma  Profit  and  Loss  Accoant 
relative  to  the  forgoing : — 


II. — Profit  and  Loss  Accodnt  of  Mandfactcrer,  Year  1903. 


% 

To  Salaries   I    B  oo 

,  Rent,  Taxes,  Insunoce,  &c.  (Office)  ..       ,.  |  3-50 

,  General  Cliirges  i-jo 

.  Bad  Debts   1-30 

■  Discounts   3*50 

i6'oo 

•  Balance,  earned  to  Balance  Sheet  . .  '  6-00 


1^00 
joo 
300 
300 
Soo 


s  d 


3,200  o 

1,300  O 

£4.400  0 


By  Balance  from  Trading  Account 


92-00 


£ 
4>4oa 


23-00      £4,400  O 


The  credit  side  shows  simply  the  balance  brought  from 
Trading  Account ;  the  delrit  side,  the  indirect  charges 
against  the  manufacture,  all  the  items  being,  of  course, 
adjusted  in  their  respective  accounts  to  date  of  balance. 
The  net  profit  brought  out  is  £1,200,  equal  to  6  pw  cent,  on 
the  mannbcture  for  the  year.  Putting  the  matter  shcntly, 
^ve  may  tabulate  the  results  in  the  foregoing  examples, 
thus : — 


Un  Manufacture. 

Prime  Cost    65% 

Direct  Oncost   13% 

Indirect  Oncost   zfi% 

"94% 

Profit    6% 

^TmUI  , ,  ••  'oo^o 

Digitized  by  Vj*  ^u^J^g^ 
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In  other  mmb,  oat  of  every  /zoo  of  goods  nuura&etnred 
/6bprofiL 

In  working  ont  tbese  percentages  each  item  on  the  debit 

side  is  maltiplied  by  too  and  divided  by  the  production  of 
£20fioo.  The  example  given  requires  no  calculation,  but  in 
cases  arising  in  the  course  of  busioess  your  divisor  may  be 
lome  ungidnly  Bgure.  and,  as  this  divia(»'  is  constant,  the  easy 
method  is  to  make  a  short  table  of  moltipUcation.  Thns, 
suppose  yonr  production  was  ^^67,987  igs.  8d.,  yon  vrould 
make  op  your  table  in  this  way : — 

z  X  67,988  67,988 

2  X  67,988  «-  135.976 

3  X  67,988  -  203,964 
and  so  on  up  to      g  x  67,988  »  6ii,8gs 


Tbat,  then,  is  one  way  of  arriving  at  a  basis  of  comparison 
of  the  results  of  one  year  with  another.  Another  method  is 
to  calculate  the  cost  per  unit  of  manufacture. 

I  refer  you  for  the  details  of  the  next  example  to  Mr. 
Richard  Brown's  lecture,  already  referred  to,  which  is 
pnbhshed  in  tlw  "  Accountant's  Magazine  "  for  March  1904- 
In  this  example  the  buaness  is  that  of  a  paper  mAnufocturer, 
and  the  following  is  the  Revenue  Account  for  the  year: — 


III.— Rbvbnub  Accodnt  (Piu>BR  Mandpactuux). 


To  Uaierals,  Wages,  Stc  

.  CarruKCSf  Packinft,  Salaries,  &c. 

.  Income  Tax  

.  Balance,  being  Divisible  Ptofit  foe  Yeai 


Pence 

per  lb. 

£ 

s 

d 

3' 04 

M.000 

0 

0 

'315 

0 

0 

■03 

500 

0 

0 

rm 

39.?5(i 

0 

0 

■615 

10,250 

0 

0 

3 

£50,000 

0 

a 

By  Piper  Aoeomtt 


Pence 
pec  lb. 
3 

£     »  d 

jOiOOB    0  0 

3 

^50,000  0  0 

In  the  foregoing  the  average  price  realised  per  lb.  ol  papn* 
manufactured  is  3d.,  the  prime  cost  of  manu&cture  is  2'04d. 
per  lb.,  the  oninst  is  '345d.  per  lb.,  and  the  profit  '613d. 
per  lb. 

This  method  of  comparison  is  very  closely  allied  to  the 
question  ci  CostiDg.  For  example,  in  the  case  of  a  colliery 
company.  Cost  Sheets  are  made  op  every  fortnight  for 
each  pit,  the  cost  bring  calculated  per  ton  on  the  output 
of  coal  raised  during  the  fortnight,  in  wa^es,  stores, 
royalties,  general  charges,  &c.,  the  general  oncost  (or  estab- 
lishment diarges)  bdng  calculated  00  the  average  of  the 
precediog  year.  The  deliveries  of  coat  for  the  month  can 
readily  be  ascertained,  and  the  average  price  realised  per 
:on  calcDiated,  so  that  a  coal  company  can  tell  at  the  end 
cf  each  fortnight  whether  a  certain  pit  or  seam  shows  a 
profit  or  loss  on  tbat  fortnight's  working. 

The  following  is  a  pro  formd  Cost  Sheet  of  a  colliery  :— 

IV.                        No.  I  Pit. 
Oust  Sukkt  fortnight  ending  190.. 

L  OtrruT  for  fortnight  1.050  toos. 

I.CU  oimH  for  Enpnet    50  ■ 

AndlaUa  tat  dtopowl   1.000  tous- 


U.  Cost 


iCosiper 
ton  in 
I  pence 


WaRH  (ifettiag  and  loading)  30-0 

Do.  (undergronnd  oncost)   67a 

Do.  (above-groond  do.  >   4*8 


Pilwood  and  other  Colliery  Storea    . . 

Horeea,  Ponies,  and  Cartage  

Royalty  and  Wayleave  (at     per  ton  Oil.net 

output)  

General  Oncost  ;— 

Rents,  Taxes,  and  Insurance 

Repairs  

Depreciation  

Surface  Damage   

Sundry  other  Charges  

Office  and  Administration  Eiprases 


50-52 
<i-3i 
a' 16 

95 

i-o8 
»■* 
■7a 

3'0 


Total  of  Wages  and  ChufeB 
Cost  per  ton  on  Oatpnt  (in  pence) 

(NoTH.— The  Items  under  "Gnieral  Oncost " 
are  based  ou  ibe  fignres  Ibr  the  last  complete 
year.) 


73-89 


Wages  and 
Charges 


102  10 


98  o  o 


910  10  o 
36  6  o 
goo 

39  "  « 

4  10  o 
10  o  o 
300 

500 
8  6  S 


£318  4  4 


The  Cost  Sheets  at  the  end  of  each  year  are  reconciled 

with  the  Profit  and  Loss  Account,  and  form  a  check  011  that 
account  which  an  auditor  should  not  neglect. 

You  all  remember  the  excellent  lecture  given  by  Mr. 
James  Dalrymple,  C.A.,  the.  seneral  finiinw'^t'tlear 
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Corporation  tramways.  If  you  study  that  lecture  carefally 
you  will  see  how  useful  it  is  to  reduce  income  and  expenditure 
to  some  common  basis.  For  example,  in  the  Revenue 
Account  o£  the  Tramways  Department  for  the  year  to 

3i8t  May  1904 — 

The  traffic  revenue  per  car  mile  run  averaged  io'576d. 
And  sundry  other  receipts    -oSSd. 

Total  revenue  per  car  mile  ran  . .       . .       . .  io'664d. 

The  working  expenses  per  car  mile 

run  averaged  5'243d. 

Sinking  Fund,  Depreciation,  and 

Interest  averaged   3-862d. 

  g'lo^d. 


Leaving  net  profit  per  car  mile  run 


So  that  the  Tramway  Department  are  able  at  once  to  see 
whether  a  car  has  been  run  at  a  profit  or  a  loss  on  any  of  its 
r  journeys,  and  restrict  the  service  of  can  on  any  route  that 

I  does  not  pay. 

'  With  regard  to  a  merchant's  business  the  profit  is  made 
I  on  the  turnover — the  more  he  sells  the  greater  his  profit 
I  should  be.  The  percentage  of  cost,  &c.,  must  therefore  be 
calcQlated  on  the  sales,  after  deduction  of  returns ;  the  cost 
'  of  purchases  sold  must  be  ascertained  by  taking  the  goods 
,  puichased,  adding  the  stock  at  commencement,  and  deduct- 
ing from  the  total  thus  arrived  at  the  stock  at  close  of  the 
I  period,  this  gives  the  exact  cost  of  goods  sold  during  the 
I  period.   The  other  charges  are  adjusted  to  date,  and  the 

percentage  of  each  item  is  calculated  on  the  sales. 
I     The  following  is  a  pro  formd  Profit  and  Loss  Account  of  a 
I  merchant's  bu«nes8 : — 


v.— Profit  and  Loss  Account  of  Merchant's  Bdsinbss. 


To  Purchases 
„  Wmges  and  Salutes 
,  Rem,  Taxes,  &c.  .. 
a  General  Chartfes    . . 
,  Bkd  Debts 


,  Balaiicp,  being  Net  Profit  for  Yesr 


% 

£ 

s 

d 

0 

0 

ro 

3.500 

0 

0 

TO 

1  I|000 

0 

0 

1-6 

'  800 

0 

0 

I'O 

1  SOD 

0 

0 

gi'6 

1  45tBoo 

0 

0 

»-4 

0 

0 

lOO'O 

f 30,000 

0 

0 

By  Sales,  tcis  Returns. 


% 
100*0 


£  ■  i 
30,000  o  o 


£50,000  o  0 


The  real  utility  of  percentages  is,  of  course,  to  compare  [  /ormd  Comparative  Trading  Account  for  the  years  1903  and 
one  year's  results  with  another,  and  the  following  is  a  ^rc  |  1904 : — 

VX. — COHPARATiVB  TRADING  ACCOUNT  FOR  YEARS  I903  AND  I9O4. 


Percentage 

1903 

1 

1904 

Percentage 

1903      1  igof 

1903 

1903 

igot 

Butter,  Lard,  &c  

Sunr,  Syntp,  &c  

Frws,  Spicei,  &c  

25 '0 
100 
lo'o 
50 

3G*o 

lO'O 

6'o 

£ 

3,000 
a,ooo 
3,000 
1,000 

7,i» 

3iOoo 
3.600 
t,8oo 

By  Manufacture  of  Biscuils, 
&C.|foryear        .,  .. 

lOO'O 

loo'o 

£     1  £ 
20,000   ^  30,000 

1 

Wages   

JO'O 

13 -0 

i3"o 

10,000 
3,000 

16,300 
3,900 

1 

Repairs  to  Planr 
Power,  Fuel,  Ac.  .. 
Rent,  Tixes,  &e.  of  Factory 

65  0 
■5 

67'o 
1-6 

I'O 

3-0 
4'9 

i3/x» 
500 
100 
700 
1,300 

20,100 
480 
300 
900 
1.470 

1 
i 

Balance  (0  Profit  and  Loss 

780 

31 '0 

77S 
aa-5 

15,600 
MOO 

23.250 
6.7S0 

1 

loo'o 

lOC'O 

£20,000 

£30,000 

'  lOO'O 

lOO'O 

£20,000  £30,000 

It  is  usual  to  make  a  report  on  these  percentage  results, 
comparing  the  one  year  with  the  other  and  remarking  on 
any  exceptional  differences,  and  then  to  talk  it  over  with  the 
manager  or  managing  director  of  the  business.  For  example, 
in  the  foregoing  you  would  call  attention  to  the  rise  in  the 
price  of  raw  material,  and  the  manager  would  explain  that 
the  currant  crop  had  been  a  &ulure  and  he  had  had  to  pay 


a  largely  increased  pike ;  that  he  had  had  to  pay  zs.  a 
quarter  more  in  the  last  few  months  of  the  year  for  his  fiour  ; 
and  with  r^ard  to  sugar,  that  these  Protectionists  would 
soon  ruin  the  trade  of  the  country,  that  the  Sugar  Bounties 
Convention  was  an  iniquitous  thing,  and  if  things  went  much 
further  he  would  have  no  profits  at  all. 
You  would  point  out  tjbat       ^n^^age  of  oncost  was 


diminishing  on  accoun'^1^^^ 


I  oa^ti^a^  he  would 
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invite  yoa  to  look  at  his  rent  and  taxes,  and  make  a  few 
pointed  remarks  on  landlords  in  general,  also  on  taxes  levied 
bjr  oar  progressive  Corporation. 

You  must  remember  tbat  the  6gares  in  these  pro  Jormd 
statements  are  purely  fictitious,  but  they  show  you  how  they 
are  prepared  and  the  figures  in  them  arranged,  although  they 
may  not  be  consistent  with  figures  in  actual  business. 

These  comparative  statements  are  of  nceptional  value  to 
the  mMin£actnrer  and  merchant,  if  he  has  the  best  interests 
of  bis  business  at  heart  and  can  be  moved  out  of  his  groove. 
We  all  know  of  the  trader  who  cared  nothing  for  those 
"  new-fuigled  "  ideas  of  Profit  and  Loss  Accounts ;  all  he 
wanted  to  know  was  how  much  he  had  in  the  bank  from 
year  to  year. 

It  is  little  nae  patting  the  corresponding  figures  of  last 
year's  Trading  Account  down  the  margin  in  red  ink,  nnless 
theamonnt  of  sales  or  manufacture  has  been  the  same  each 
year,  which  practically  never  happens.  The  only  intelligible 
method  is  to  bring  the  figures  in  the  account  to  a  common 
latk),  either  by  ascertaining  what  percentage  the  costs  bear 
Id  the  sales  or  mannfactnre,  or  by  taking  a  unit  of  weight 
and  calcniating  the  price  realised  per  that  unit  on  the  one 
nde,  and  the  charges  per  unit  on  the  other. 

jnst  one  word  more  on  the  charges  a  Trading  Account 
should  contain.  Almost  every  acconntant  has  a  different 
theory,  but  I  think  if  you  make  it  a  rale  to  put  into  the 
Trading  Account  (i)  all  items  directly  connected  with  the 
prodnction  (i.e.,  labour  and  materials),  and  (2)  all  direct 
oncost,  and  put  into  the  Profit  and  Loss  Account  all 
indirect  oncost,  yon  will  not  be  very  far  wrong.  Another 
vay  is  to  include  in  the  Trading  Account  the  cost  of  pro- 
duction only  (labour  and  materials),  and  to  divide  the 
Profit  and  Loss  Account  into  two  sections,  in  the  first  of 
which  pnt  the  direct  oncost,  and  in  the  second  all  indirect 
oncost. 

The  application  of  percentages  to  Balance  Sheets  is 
scarcely  of  so  much  use  as  in  Trading  Accounts,  still  it 
shows  the  ratio  of  working  capital  to  the  total  assets  from 
year  to  year,  relative  ratio  of  reserve,  balance  of  profit  or 
km,  ta.  The  method  is  to  calculate  the  percentage  ratio 
of  the  various  items  to  the  total  addifion  of  the  Balance 
Sheet,  and  in  this  way  compare  these  items  with  the 
corresponding  percentages  of  previons  years.  It  is  also 
nsefnl  in  comparing  the  Balance  Sheets  of  one  company 
with  others  in  the  same  class  of  business,  but  you  must  not 
use  the  method  indiscriminately,  as  it  would  serve  no  prac- 
tical purpose  to  compare  (say)  a  bank  Balance  Sheet  with 
that  of  a  colliery  company. 

Now.  gentlemen,  I  have  only  touched  the  fringe  of  this 
snbject  in  this  very  rough  paper,  but  if  you  make  more  use 
of  percentages  in  the  various  statements  prepared  by  you, 
you  will  find  the  results  of  decided  interest  and  of  value  to 
yonnelves  and  your  clients. 


FenonaL 

Mr.  R.  Davidson  Dickie  has  b^^n  bunness  as  a 
Chartered  Accountant  in  Aberdeen. 

Bedety  of  Aooonntanta  in  Edinburgh. 

A  circnlar  has  been  issued  by  Mr.  Richard  Brown,  C.A., 
'■W  Secretary  of  the  Society  of  Accountants  in  Edinburgh, 


stating  that  the  following  evening  classes  for  apprentices 
will  be  conducted  in  the  Hall,  No.  27  Queen  Street,  com- 
mencing  on  the  date  stated,  and  will  meet  weekly  until 

Christmas : — 

Bookkeeping  and  Accounts,  conducted  by  Mr.  F.  A.  Ross, 
C.A.,  F.F.A.,  on  Wednesday  evenings  at  8,  and  commencing 
on  3rd  October.  This  class  is  intended  for  apprentices  in  tlw 
first  or  second  year. 

Political  Economy,  conducted  by  Mr.  Archibald  B.  Clark, 
M.A.,  on  Monday  evenings  at  8,  and  commencing  on 
ist  October. 

Law  of  Scotland,  conducted  by  Mr.  W.  Kinniburgh 
Morton,  B.L.,  S.S.C.,  on  Tuesday  evenings  at  8,  and 
commencing  on  and  October. 

The  fees  payable  will  be  los.  6d.  for  each  class  per 
quarter. 

The  Profession  in  Ireland. 


Society  of  InoorpoFated  Aceountanti  and  Avdlton 
in  Ireland. 

The  annual  general  meeting  of  the  Irish  Branch  was 
held  on  the  17th  September  at  the  offices  of  the  Society, 
12  College  Green,  Dublin.  There  was  a  fair  attendance  of 
members.  The  Preudent,  Mr.  Edward  Kevans,  J.P., 
A.C.A.,  in  aubmitting  the  Report  and  Statement  of 
Account,  made  the  following  remarks : — 

The  year  that  has  elapsed  since  last  I  had  the  pleasure 
of  presiding  at  our  annual  meeting  has  not  been  marked 
by  any  step  forward  on  the  road  leading  to  the  proper 
recognition  of  the  profession  of  accountants  in  the  United 
Kingdom.  It  is  tfue  that  a  furither  attempt  was  made  by 
the  English  Chartered  Institute  to  get  their  Bill  through 
Parliament,  but  it  met  the  same  fate  as  other  previous 
efforts  of  the  kind.  I  need  hardly  point  out  how  regrettable 
it  is  that  concerted  action  cannot  be  taken  by  the  leading 
Societies  of  the  United  Kingdom,  without  which  it  is 
impossible  to  think  that  success  can  be  attained ;  and  I 
have  more  than  once  pointed  out  this  is  equally 
regrettable  from  the  point  of  view  of  the  public  and  of  the 
members  of  our  profession.  I  may  remind  you  that  Irish 
accountants  approve  of  the  principle  of  tiie  Bill  intro- 
duced into  Parliament  by  the  Scottish  Chartered  bodies 
and  the  Society  of  Accountants  and  Auditors ;  and  as  an 
humble  member  of  the  English  Institute  of  Accountants, 
which  I  may  describe  as  the  predominant  partner  in  the 
profession  in  the  United  Kingdom,  I  take  the  liberty  of 
suggesting  that  it  should  try  to  devise  some  better 
solution  of  the  matter,  and,  if  it  does,  I  have  no  doubt 
that  the  Society  of  Accountants  and  Auditors,  and  the 
other  Societies  of  Accountants  in  the  United  Kingdom,  will 
do  everything  posnble  to  assist  the  passing  through  Parlia* 
ment  of  any  Bill  which  will  meet  with  their  approval. 

With  reference  to  any  further  action  that  may  be  taken 
in  that  direction,  I  would  point  out  the  advisability  of 
giving  serious  consideration  to  the  remarks  made  by 
Mr.  Hariy  Gibson  at  the  annual  meeting  of  the  Transvaal 
Branch  of  the  Society  of  Accountants  and  Auditors,  held 
at  Cape  Town  on  the  3rd  August  1906.  In  his  interesting 
speech  he  explained  the  preliminary  steps  taken  for  the 
organisation  of  the  accountants  in  South  Africa,  ai^how 
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the  South  African  CommittM  came  to  be  fonned.  He 
then  went  on  to  say  :  — 

"There  were  difficulties,  of  course,  but  they  were 
"sarmounted,  and  liave  been  almost  forgotten  now  in  the 
"  smooth  working  which  has  ensned.  As  a  fact,  the  lead- 
"ing  men  joined  oar  organisation  as  well  as  retaining 
"membership  of  their  own,  and  it  is  not  unpleasing  to  ns 
"to  remember  that  the  first  chairman  of  the  new  brandi  of 
"the  Society  was  a  Chartered  Acconntant.  Later  on  the 
"Transraal  organisatiwi  promoted  a  Bill  In  the  LegislatiTe 
"  Council  of  that  Colony  for  the  recognition  of  accountancy 
*aa  a  profession.  If  I  may  say  so,  they  acted  wisely  then 
"in  drafting  their  measure  on  broad  and  liberal  lines. 
"They  recognised  that  no  Legislature  could  be  expected  to 
"entertain  aay  proposal  which  would  in  any  way  tend  to 
"deprive  a  man  of  the  living  he  was  making.  The  Bill, 
"therefore,  provided  that -everyone  who  was  at  the  time  of 
"  its  passing  practising  bond  fide  as  an  accountant  should 
"  be  entitled  to  be  registered  under  the  Bill,  but  that  af tec- 
"  wards  no  one  should  start  as  an  accountant  except  those 
"who  could  give  satisfactory  evidence  of  their  quaJifica- 
"tions.  The  necessary  machineiy  for  this  was  provided 
"in  the  Bill,  which  eveotually  became  law,  and,  so  far  as 
"the  Transvaal  is  concerned,  the  paperhanger  and  shoe- 
"maker  mentioaed  by  our  friend  {Colonel  Crowe)  would 
"have  no  chance  of  describing  themselves  as  accountants. 
"W«t  as  members  of  the  Society  of  Accountants  and 
"Auditors,  have  not  a  little  reason  to  be  proud  of  the  fact 
"lUiat  it  was  our  body  which  promoted  tfliat  Bill,  and  that 
"the  Transvaal  has  iMen  the  first  portion  of  the  Empire  to 
"recognise  accountancy  as  a  profession.  Steps  towards 
"the  same  end  an  in  view  in  Natal,  and  it  is  to  be  hoped 
"that  steps  will  be  taken  in  this  Coltmy  at  a  very  early 
"date  to  follow  the  example  set  in  the  Transvaal.  When 
"our  own  Parliament  does  deal  with  the  question,  I 
"sincerely  trust  they  will  do  so  on  tiie  broad  general  lines 
"adopted  in  the  sister  Colony.  We  want  no  monopoly  for 
"our  own  Society,  but  we  do  want  accountancy,  as  a 
"whole,  to  be  under  proper  control,  as  is  the  case  with  the 
"professions  of  law,  medicine,  and  surveying.  We  do  not 
"desire  to  take  the  bread  out  of  the  mouth  of  any  man  who 
"is  at  the  present  time  earning  it  as  an  accountant,  but  we 
"do  think  it  is  for  the  public  good  that  in  future  there 
"should  be  some  means  of  seeing  ^aX  only  duly  qualified 
"men  should  be  allowed  to  start,  and  we  welcome  the 
"Chartered  Accountants  here  to-night  as  a  sign  that  we 
"have  their  S3rmpathy  in  our  efforts  for  the  profession 
"generally.*' 

Mr.  Gibson's  remarks  have  the  fullest  application  to  any 
attempt  that  may  be  made  to  secure  for  tbe  accountants  of 
the  United  Kingdom  what  our  Colonial  friends  have 
obtained. 

I  am  very  pleased  to  state  that  the  change  which  was 
made  in  allowii^  the  Irish  applicants  for  membership  of 
the  Society  to  ait  for  Uieir  examinations  in  Dnblin  has  been 
the  means  of  bringing  many  candidates  forward  who  other- 
wise would  not  have  presented  themselves;  and  at  our 
last  June  Examinations  the  five  candidates  who  presented 
themselves  for  examination  all  passed. 

Of  coarse,  oar  members  are  all  aware  of  the  Autumnal 
Meeting  to  be  held  on  the  3rd,  4th,  and  5th  prox.,  in 


London,  to  celebrate  the  twenty-first  anniversary  of  the 
incorporation  of  the  Society,  and  amongst  the  many 
functions  which  are  to  take  place  on  that  interesting 
occasion  not  the  least  will  be  the  reception  which  the  Lord 
Mayor  of  London  is  to  give  to  the  members  attending  same, 
and  their  ladies.  I  trust,  therefore,  that  every  member  of 
the  Irish  branch  of  the  Society  who  can  possibly  do  so  will 
arrange  to  attend  the  Ccmfereitee. 

I  riionld  not  omit  to  rc!er  to  the  gracious  way  in  iriuch 
bis  Excellency  the  Lord  Lieutenant  leceiTed  the  dentation 
from  the  Committee  on  the  occasion  of  the  presentation  of 
the  address  on  his  again  taking  up  the  Vicerpyalty,  and  to 
the  very  complimentary  manner  in  which  he  refeind  to  the 
aims  of  our  Society  and  the  work  done  by  it.  His  remaiis 
as  to  the  wide  field  over  which  the  Society  has  spread  its 
membership  are  particularly  gratifying,  for  he  said  :  — 

"Yours  is  an  organisation  which  seems  to  have  its 
"ramifications  in  all  parts  of  the  world — an  interesting 
"and  significant  feature." 

Mr.  Kevans  then  proposed,  and  Mr.  Stapleton  seconded, 
the  adoption  of  the  Report  and  Accounts,  which  were 
passed  unanimously. 

The  retiring  member  of  the  Committee,  Mr.  H.  B. 
Brandon,  was  unanimously  re-elected,  as  were  also  the 
President  (Mr.  Ed.  Kevans),  Vice-President  (Mr.  M.  J. 
Stapleton),  Hon.  Treasurer  (Mr.  R.  Stephen),  and  Hon. 
Auditor  (Mr.  T.  H.  Cruise). 

Mr.  J.  A.  Kinnear  was  elected  a  member  of  the 
Committee. 

It  was  unanimonsly  resolved  to  invite  the  Council  of  the 
Incorporated  Accountants  to  hold  their  next  Antnmnal 
Conference  at  Dublin. 

The  proceedings  then  terminated  with  a  vote  of  thanks 
to  the  Chairman. 


Sank  lUU  ot  SMsconnt. 


April  5th  1906   i\% 

May  4th   4% 

Jane  21st  „    3j% 

Sept.  13th  „        ...    4% 
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Kxtxaet  bom  Auditing,  by  ijLVKtHCt  R.  Dickbki,  P.C.A. 
{Pae*  190] 

Lkmud  Houtts  pnaeot  lome  tatlm  tp«cial  features.  The  food  will 
mMat  to  lira  lioMue  givea  tbft  loua  or  freehold  of  Uocnaad  pnmlaM 
■swifcatTCtae  peiUT  In  ttuentrfibeli  fetl  value  M  bulkUnct.  To 
bapfopMlyawnldend,  the  nhMof  the  premlsei  and  the  licenH  niut 
bi  MfiMMirt,  Tte  foniar  ahoidd  he  depreciated  in  tfa«  unul  way, 
baTtoK  the  UoMiM  alooe  to  be  considered.  A  license  on  freehold  pre- 
DlMi  does  not  depvedate,  bnl  a  license  on  leafietiold  premises  pauM 
mj  irith  the  premises  and  mast  therefore  be  depreciated  like  a  lease. 
ABesDMinayatanT  time  be  tou— either  for  miscoaduot  or  for  no  rao- 
uu  Uu  thk  is  a  coDtinceofij  outside  the  scope  of  depreclatioo.  It 
•■r,&Mnnr,bepcovldeda|iiiiat  br  iMBTueet  irtdOh  wooU  •pptH 
fetbi  ■  sMl  VndMt  eoane  U  ftdopt 

FBrtanpudBolUi  Hto  UOMgH  DIUEUU  applj  to- 

fht  UCEKSES  INBUBAMCE  GOBPORATIOH 
AND  OUABAHTEB  FUND,  Limited, 
t4  MORQATi  aTRUT,  UaHDOH. 


btituftTt  BuinaM  •     -  UculmcI  Property. 

ilrw—  lasored  and  Loou  aad  IMwntnrM  m 
Uwfged  Pn^wrty  of  eveiy  ducriptloo  guaranteed. 


Th9  9»plUllaad  Value  of  the  Boodwlll  ei  a  lkeat»d  Baelaeu 
It  a»  rtlue  of  the  fhonse,  and  may  be  Mtlmeted  upon  «  mere 
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Cbe  Institute  ai  €^nxUxtis  l^ctountanta 
iw  <5nig[lanir  anir  Malts. 

BXA111N&T10N8. 


The  next  Examioations  will  be  held  on  the  following 
dates:— 

The  lotennedlate  Examination  on  the  20th  and  21st 
November  1906. 

The  Final  Examination  on  the  27tfa  zStfa,  and  agtfa 
November  1906. 

The  RrelimiaaTy  Examination  on  the  4th,  5th,  and  6tb 
December  1906. 

Persons  desiring  to  present  themselves  for  examination 
most  give  notice  to  the  Council  at  least  thirty  days  before 
the  date  of  the  Examinations,  at  the  same  time  forwarding 
the  examination  fee. 

Foil  particnlan  and  fiKms  may  be  obtained  at  the  office 

of  the  lostitnte,  Moorgate  Place,  London,  E.C.,  and  at  the 

i-aiious  Branch  Libraries. 

By  order  of  the  Council, 

GEORGE  COLVILLE, 
Ottobtr  1906.  Stcnlary. 


Wheatley  Kirk,  Price  &  Co., 

toBTABUUIBD  18309 

YALUBRS,  AUCTI0HEEB8  ft  ARBITRATORS 

OF   EVERY  DESCRIPTION  OF 

W0BK8,  PLOT,  MACHINERY,  ft  STOCK. 

fKHIODlCAL  VALUATIONS  AT  SfECIAL  KATMa 

AHMUAL  isarmcTion*   fok  defkaciation 

aALEM  OF  WOKKM  MY  FPIVATM  TMMATY. 

FMrnrmmmMMtn  in  enoinekrino  phofeeuom  Aaa^wou; 

46  Watling  dtpeet,  London,  E.O 

mi  ALBERT  SQUARE.  MANCHESTER. 
TkLSYRONi  5,097  Bark.     Txliokams—"  INDICES,  LONDON 

BaM.  IS9I. 

GUARDIAN 

ASSURANCE  COMPANY,  Liiiitbd. 


FIRE,    LIFE,  ACCIDENT, 

AND   BURGLARY  INSURANCE 

Total  Funds  over  £5,000,000. 


fIsAO  OrFica:— 11  LOMBARD  STREET,  LONDON. 
Law  Coorts  Branch     21  FLEET  STREET. 


Xeabin^  articles. 


The  Companies  (WIndlnff-up)  Report — II. 

TT  is  not  a  little  amusing  to  observe,  in 
*■  connectioQ  with  this  Report,  that  Mr. 
Barnes  has  now  come  to  the  conclusion 
sug^sted  by  us  some  few  years  since,  that 
there  must  be  some  cause  for  the  decreased 
number  of  prospectuses  issued  by  new  com- 
panies during  the  past  few  years  other  than  the 
Companies  Act,  1900.  H^^h^^Q^^^s 
eyes  opened  to  the  facts  by  a  table  suppmd  by 
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the  Secretary  of  the  Stock  Exchange  Com- 
mittee showing  that  of  the  companies  applying 
to  the  Committee  for  special  settlement  the 
percentage  of  those  which  have  issued  no  pro- 
spectus to  the  total  of  companies  applying  was 
for  all  practical  purposes  the  same  for  the  first 
half  of  the  present  year  as  in  the  last  half  of 
1900 — i.e.,  before  the  igoo'Act  came  into 
operation — the  precise  figures  being  30  per 
cent,  and  31  per  cent,  respectively  for  the 
two  periods  named.  The  actual  facts  being 
thus  brought  to  his  attention,  the  Comp- 
troller must,  of  course,  obviously  come 
to  the  conclusion  that  inasmuch  as  the 
percentage  during  the  years  ig02'4  ran  as 
high  as  68  per  cent.,  it  must  be  attributed 
to  causes  other  than  those  which  obtained 
throughout  the  whole  of  the  past  six 
years.  Probably,  anyone  less  out  of  touch 
with  actual  practice  than  a  Government 
official  would  have  recognised  the  existence  of 
this  other  cause — namely,  the  scarcity  of 
money  for  investment — without  requiring  to 
have  his  attention  specially  directed  to  it  from 
outside.  For  our  own  part,  however,  we  are 
by  no  means  satisfied  that  the  table  supplied 
by  the  Secretary  of  the  Stock  Exchange  Com- 
mittee entirely  meets  the  requirements  of  the 
situation.  What  is  wanted  is  not  so  much  a 
table  of  companies  with  and  without  a  pro- 
spectus respectively  applying  to  the  Com- 
mittee of  the  Stock  Exchange  for  special 
settlement,  but  a  table  of  companies  in  respect 
of  which  applications  for  a  special  settlement 
were  made,  whether  by  the  company  itself  or 
by  any  other  person.  It  is  possible,  of  course, 
that  the  figures  as  thus  revised  would  be  for  all 
practical  purposes  identical  with  those  put 
forward ;  but  it  is,  on  the  other  hand,  quite 
conceivable  that  they  may  very  materially 


differ.  The  importance  of  the  distinction 
would  come  in  in  this  way :  where  an  applica- 
tion for  a  special  settlement  is  made  by  some- 
one other  than  the  company,  the  probabilities 
are  that  there  is  something  connected 
with  the  formation  of  that  company  which 
should  be  of  very  special  interest  to  Mr. 
Barnes  and  those  concerned  in  the  same 
form  of  inquiry. 

With  regard  to  the  remainder  of  the 
Report,  all  the  most  interesting  points  have 
already  been  dealt  with  by  the  Company 
Law  Committee,  and  need  not,  therefore,  be 
referred  to  again.  Before  concluding  this 
article,  however,  we  should  like  to  draw  atten- 
tion to  the  considerable  increase  that  has 
taken  place  of  late  in  the  number  of  cases  in 
which  a  winding-up  order  is  followed  by  the 
appointment  of  a  liquidator  other  than  the 
Official  Receiver.  Thus  the  first  annual 
report  for  the  year  ended  31st  December 
i8gi  showed  that  97  orders  had  been  made  in 
the  High  Court,  which  resulted  in  the  appoint- 
ment of  Official  Receivers  as  liquidators  in  82 
cases  and  of  non-official  liquidators  in  14  cases, 
one  winding-up  order  being  subsequently 
rescinded.  The  percentage  of  non-official 
liquidatorships  to  orders  was  .thus  about  14^ 
per  cent,  for  the  year  i8gi.  In  1905  there 
were  53  winding-up  orders  in  the  High  Court 
that  were  proceeded  with.  Official  Receivers 
were  appointed  in  33  cases,  and  non-official 
liquidators  in  20  cases,  a  percentage  of  38^  per 
cent.  So  far  as  County  Court  cases  are  con- 
cerned, the  position  is  practically  stationary, 
non-official  liquidators  being  appointed  in  43 
per  cent,  of  the  cases  in  both  years.  It  must 
be  borne  in  mind,  however,  that  it  is  quite 
exceptional  for  a  company  to  be  wound  up  in 
the  County  Court  which  pr^ents  Matures  of 
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sufficient  importance  to  justify  the  employment 
of  a  non-official  liquidator.  The  hct,  there- 
fore, that  so  lai^e  a  percentage  of  such  liqui- 
dators has  been  appointed  throughout  shows 
that,  in  connection  with  High  Court  cases, 
what  may  be  described  as  the  personal 
influence  of  Carey  Street  is  at  least  as 
important  a  factor  as  the  business  requirements 
of  the  situation.  This  personal  influence  is 
now  undoubtedly,  and  has  for  several  years 
past  been,  steadily  upon  the  wane. 

Another  aspect  of  this  same  tendency  is  to 
be  noted  in  the  relative  proportions  of  com- 
pulsory and  voluntary  liquidations.  In  i8gi 
compulsory  liquidations  represented  14  per 
cent,  of  the  total  liquidations,  but  with  very 
few  exceptions  each  successive  year  has  shown 
a  steady  decrease  in  the  popularity  of  compul- 
sory liquidations,  which  in  1905  were  only  5  per 
cent,  of  the  total,  and  have  not  for  the  past  ten 
years  exceeded  7  per  cent.  If  the  truth  be  told, 
however,  the  Acts  of  i8go  and  1900  appear  to 
provide  all  necessary  control  over  voluntary 
liquidators,  save,  perhaps,  that  it  is  desirable 
that  they  should  as  a  matter  of  course  be 
required  to  give  security ;  and,  if  it  could  be 
arranged  without  the  excessive  charges  at 
present  exacted,  there  might  be  a  good  deal  to 
be  said  in  favour  of  requiring  them  to  pay  all 
moneys  into  the  Bank  of  England  as  in  the 
case  of  bankruptcies.  For  all  ordinary  pur- 
poses, however,  it  must  be  admitted  that  the 
system  of  winding-up  companies  by  officials 
has,  after  a  somewhat  expensive  trial,  been 
proved  an  absolute  failure,  and  it  would  doubt- 
less have  been  abandoned  long  ago,  and  the 
Department  disbanded,  but  for  the  £ELCt  that 
when  Government  posts  have  once  been 
created  it  is  always  extremely  difficult  to  get 
them  abolished,  in  that  both  political  parties 


value,  and  cling  tenaciously  to,  the  patronage 
which  these  appointments  represent* 


The  Revised  Table  "A."— I. 


A  S  we  mentioned  in  our  last  issue,  under  the 
powers  conferred  by  Section  21  of  the 
Companies  Act,  1862,  the  Board  of  Trade  has 
issued  a  Gazette  notice  substituting  the  revised 
Table  A  (drafted  by  Mr.  R.  J.  Parker  and  Mr. 
A.  C.  Clauson),  which  was  approved  by  the 
Company  Law  Amendment  Committee,  for 
that  appended  to  the  Companies  Act,  1862. 
The  text  of  the  revised  Table  was  given  in  our 
issue  of  the  28th  July  last,  as  it  then  appeared, 
in  the  form  of  an  appendix  to  the  Committee's 
Report.  It  is,  therefore,  unnecessary  for  us  to 
reproduce  it  now.  It  will,  as  from  the  ist  inst., 
represent  the  articles  of  association  of  all 
companies  thereafter  registered  without  special 
articles.  We  think  it  desirable,  however,  to 
draw  attention  to  a  few  of  the  somewhat 
numerous  alterations  effected  by  this  change. 

Clause  23  provides  that  a  person  becoming 
entitled  to  a  share  by  reason  of  the  death 
or  bankruptcy  of  the  holder  shall  be  entitled 
to  the  same  dividends  and  other  advantages 
as  if  he  were  the  registered  holder,  save 
that  until  he  is  registered  as  a  member  in 
respect  of  the  share  he  shall  have  no  right  of 
voting  or  of  attending  meetings  in  respect 
thereof.  This  is  a  new  and  entirely  convenient 
arrangement.  Executors  and  trustees  in  bank- 
ruptcy will  be  enabled  to  collect  dividends  or 
to  transfer  shares  without  being  called  upon  to 
accept  the  position  and  liabilities  of  a  member ; 
but,  if  they  elect  to  adoig.gt}n|^^oi@!^^mtl|^ 
will  be  barred  from  the  privilege,  such  Sis  it 


372 


THE   ACCOUNTANT  October  6,  1906. 


tnay  be*  of  participating  in  the  control  of  the 
bompany. 

Clause  46  prescribes  a  definite  date  for  the 
annual  general  meeting — namely,  the  month 
following  the  anniversary  of  the  company's 
incorporation — and  in  the  event  of  there  being 
default  in  the  holding  of  such  meeting  it 
permits  it  to  be  convened  by  any  two  directors. 
This  is  a  great  improvement  upon  Section  49 
of  the  1862  Act,  which  merely  required  a 
general  meeting  to  be  held  in  every  .calendar 
year.  Upon  the  other  hand  it  steers  clear 
of  the  absurdly  unpractical  stipulation  in 
Clause  30  of  the  old  Table,  that  in  the  absence 
of  a  resolution  to  the  contrary  passed  in  general 
meeting,  ordinary  general  meetings  were  to  be 
held  on  the  first  Monday  in  .February  every 
year.  One  shudders  to  think  of  what  might 
happen  if  even  a  comparatively  small  minority 
of  the  registered  companies  were  to  all  hold 
their  annual  meeting  upon  the  same  day.  At 
the  same  time  the  provision  enabling  any  two 
members  to  themselves  expeditiously  and 
inexpensively  convene  a  general  meeting,  if  the 
directors  neglect  to  do  so,  is  an  enormous 
improvement  upon  the  cumbersome  process  of 
a  requisition  to  directors  to  convene  an  extra- 
ordinary general  meeting,  with  a  right  to  apply 
in  an  action  for  a  mandamus  in  the  event  of 
the  requisition  not  being  complied  with.  The 
anomalous  position  formerly  obtaining,  that  no 
"  ordinary  "  general  meeting  could  ever  be  held 
against  the  wishes  of  the  board,  has  now  been 
done  away  with. 

Clause  51  abolishes  the  ridiculous  provisions 
of  the  old  Clause  37  as  to  quorum  ;  conditions 
which  were  found  practically  impossible  of 
fulfilment,  and  were,  perhaps,  only  less 
ridiculous  than  those  frequently  enforced  upon 
parliamentary  companies    which   make  the 


quorum  dependent  upon  the  amount  of  capital 
issued.  We  know  of  at  least  one  case  in  which 
the  quorum  at  a  general  meeting  exceeds  the 
total  number  of  members  of  the  company. 
Clause  51,  however,  fixes  the  quorum  at  three 
members,  which,  regarded  as  a  minimum,  is  do 
doubt  the  most  convenient  figure.  It  is,  how- 
ever, entirely  inconsistent  with  Clause  56, 
which  provides  that  no  poll  can  be  demanded 
in  respect  of  a  special  or  extraordinary  resolu- 
tion by  less  than  five  members  personally 
present.  This  would  appear  to  be  a  slip  that 
might  well  have  been  corrected  before  the  new 
Table  was  enacted,  if  the  Board  of  Trade  had 
granted  reasonable  facilities  for  discussion 
before  taking  action. 

The  cumbersome  and  entirely  illogical 
sliding-scale  for  votes  of  members  provided  for 
under  the  original  Table  is  superseded  by 
Clause  60,  which,  following  what  may  be 
described  as  the  almost  invariable  practice  of 
the  present  day,  provides  that  on  a  show  of 
hands  every  member  present  in  person  shall 
have  one  vote,  but  on  a  poll  every  member 
shall  have  one  vote  in  respect  of  each  share 
that  he  holds.  This  is  probably  as  far  as  it 
will  be  practicable  for  model  articles  to  go,  but 
it  is  quite  an  open  question  whether  articles 
depriving  holders  of  certain  classes  of  shares 
of  all  voting  power  ought  to  be  permitted.  Of 
course,  it  would  not  be  practicable  for  any 
modifications  of  Table  A  to  deal  with  this 
question. 

Clause  70  fixes  the  qualification  of  directors 
as  the  holding  of  at  least  one  share.  It  may 
be  questioned,  however,  whether  there  is  much 
practical  utility  in  this.  So  small  a  holding 
is  no  guarantee  that  the  director  has  any 
substantial  intere^,gj^ JJ^Q^iy^nJj^nd 
his  director's  fees,  and  we  axe  noPsure  that 
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we  do  not  prefer  the  absence  of  any  provision 
as  to  qualification  which  obtained  under  the 
old  Table.  The  only  possible  argument  in 
favour  of  a  one-share  qualification  is  that  it 
makes  the  obtaining  of  a  quorum  at  general 
meetings  a  comparatively  simple  matter.  We 
question,  however,  whether  the  innovation  was 
introduced  for  that  reason. 

Clause  73  limits  the  borrowing  powers 
of  a  company  to  an  amount  equal  to 
its  issued  capital  for  the  time  being,  unless 
the  sanction  of  the  company  in  general 
meeting  has  been  first  obtained.  There  is  a 
good  deal  to  be  said  in  favour  of  a  general 
limitation  of  a  company's  borrowing  powers 
upon  some  such  lines  as  this,  but  the  expe- 
diency of  permitting  directors  under  normal 
circumstances  to  bonow  to  so  large  an  extent 
without  first  obtaining  the  sanction  of  the  com- 
pany in  general  meeting  may  well  be  ques- 
tioned. The  clause  also  strikes  us  as  being 
defective  on  account  of  its  uncertainty.  The 
woids  employed  are  "The  amount  for  the  time 
"being  remaining  undischarged  of  moneys 
"borrowed  or  raised  by  the  directors  for  the 
"  purposes  of  the  company  otherwise  than  by 
"the  issue  of  share  capital  shall  not"  &c. 
Difficulties  might  easily  be  raised  as  to  where 
the  line  was  to  be  drawn  between  "moneys 
borrowed  or  raised"  and  liabilities  incurred, 
and  the  position  of  the  creditor  when  the 
borrowing  powers  of  the  company  have  been 
exceeded  is  by  no  means  clearly  defined. 


Solicitors  and  Trust  Moneys. 

/\UR  contemporary  Truth  is  responsible  for 
the  statement  that  a  Bill  has  been  drafted 
ioT  the  amendment  of  the  Solicitors'  Acts,  and 
win  be  laid  before  the  Departmental  Com- 


mittee on  the  Bankruptcy  Acts  for  its  consider- 
ation, the  scope  and  purpose  of  which  is  to 
make  provision  for  the  better  security  of 
moneys  deposited  with,  or  entrusted  to, 
solicitors.  We  do  not  pretend  to  know  what 
(if  any)  opportunities  our  contemporary  may 
have  of  ascertaining  the  procedure  of  a  Depart- 
mental Committee  which  has  not  yet  con- 
cluded its  deliberations,  and  not  even 
commenced  to  consider  its  report,  but  the  news 
seems  to  be  taken  seriously — perhaps  even 
unnecessarily  seriously — by  The  Solicitors* 
Journal.  That  being  so,  it  is  perhaps  as  well 
to  consider  it  upon  its  merits.  The  course 
seems  the  more  reasonable  in  that  there 
is  an  inherent  probability  about  the  matter, 
for  the  contents  of  this  supposed  Bill  are  just 
what  we  should  imagine  would  be  the  contents 
of  a  measure  drafted  at  the  instance  of  the 
Board  of  Trade  with  a  view  to  dealing  with 
the  problem  under  consideration. 

Shortly  stated  the  Bill,  which  is  said  to  have 
been  drafted  by  Mr.  E.  G.  Jellicoe  (who  has, 
we  are  told,  also  drafted  a  new  Bankruptcy 
Bill),  provides  that  in  future  all  moneys 
received  by  a  solicitor  for  or  on  behalf  of  any 
person  shall  be  held  by  him  exclusively  for  such 
person,  to  be  paid  to  him  or  as  he  shall  direct, 
and  in  the  meantime  shall  be  paid  into  a  recog- 
nised bank,  either  to  a  general  or  a  separate 
Trust  Account,  and  shall  not  be  available  for 
payment  of  the  debts  of  any  other  creditor  of 
such  solicitor,  nor  be  liable  to  be  attached 
or  taken  in  execution.  We  do  not  envy 
anyone  the  task  of  unravelling  the  general 
Trust  Account  of  an  insolvent  solicitor  with  a 
view  to  seeing  how  the  balance  of  that 
account  is  to  be  divided  among  the  trust 
creditors  in  the  event  of  Jthere^beigg^u^|^t 
to  pay  all  in  full.    But  there  can  1^  no 
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serious  objection  to  this  specific  enforcement 
of  what  we  take  to  be  an  existing  statutory 
requirement  that  solicitors — like  other  persons 
when  occupying  a  position  of  trust — must  not 
apply  trust  funds  for  their  own  purposes,  or 
even  mix  them  up  with  their  own  moneys.  In 
1900  a  special  Committee  of  the  Incorporated 
Law  Society,  after  carefully  considering  the 
matter,  reported  that  it  was  important  for 
solicitors  to  remember  that  they  were  not 
bankers,  and  ought  not  to  use  clients* 
money  in  their  hands.  "  Where  accounts 
are  carefully  and  properly  kept,"  this 
report  went  on,  "  the  books  speak  for  them- 
"  selves,  and  there  is  no  absolute  necessity 
"  for  any  separate  Banking  Account  to 
"secure  this,"  but  it  was  added  that  many 
solicitors  do  keep  a  separate  Banking  Account 
for  their  clients*  money,  and  that,  in  the 
opinion  of  the  Committee,  it  was  very  desirable 
as  far  as  possible  that  this  course  should  be 
adopted,  in  addition  to  the  careful  keeping 
of  accounts.  In  Vol.  XII,,  "  Accountants' 
Library,*'  it  was  shown,  so  far  as  we  are  aware 
for  the  first  time,  how  the  double  Banking 
Account  might  be  introduced  without  in  any 
way  complicating  matters,  and  since  that  date 
other  writers  have  followed  upon  the  same 
lines.  Quite  recently  Mr.  Hughes  Onslow 
has  issued  a  "  Lawyer's  Manual  of  Book- 
keeping"— which  is  one  of  the  prescribed 
text-books  for  solicitors'  examinations — that 
describes  a  system  for  all  practical  purposes 
identical ;  and  it  may  thus  be  assumed,  we 
think,  that  the  Council  of  the  Law  Society 
officially  approves  of  the  separate  Banking 
Account  for  cUents'  moneys,  and  that  it  is 
doing  its  best  to  educate  the  next  generation  of 
solicitors  on  these  lines.  The  system  has,  more- 
over, been  proved  to  be  perfectly  practicable* 


and  not  to  introduce  additional  complications 
in  any  reasonable  system  of  accounts.  Under 
these  circumstances  it  may  well  be  questioned 
whether  any  very  urgent  need  for  legislation 
exists ;  but  at  the  same  time,  if  even  a  Depart- 
mental  Committee  should  think  otherwise,  we 
doubt  whether  either  the  Council  of  the  Law 
Society  or  solicitors  generally  would  be  well 
advised  to  throw  difficulties  in  the  way.  As 
we  have  frequently  stated  in  these  columns, 
we  think  it  very  desirable  that  solicitors  should 
keep  trust  moneys  quite  separate  from  their 
own,  and  unless  this  system  be  voluntarily 
adopted,  legislation  upon  the  matter  would 
be  desirable.  While,  therefore,  we  feel  some 
sympathy  with  the  view  adopted  by  The 
Solicitors'  Journal^  that  no  case  has  been  made 
out  for  legislation,  it  being  generally  admitted 
that  what  it  is  proposed  to  prescribe  is  desir- 
able, we  see  no  reason  whatever  why,  if  the 
Bill  has  been  drafted,  it  should  not  also  be 
passed. 

With  regard  to  the  penalties  provided  for 
breach  of  these  regulations,  while  admitting 
the  absurdity  of  laying  down  rules  and  at 
the  same  time  leaving  everyone  free  to  dis" 
regard  them,  we  must  confess  that  we  think 
a  penalty  not  exceeding  one  hundred  pounds 
for  the  first  offence,  liability  to  suspension 
for  the  second  offence,  and  liability  to  be 
struck  off  the  rolls  for  the  third  offence,  seem 
to  us  unnecessarily  drastic.  We  can  quite 
conceive  cases  in  which  money  is  received  by  a 
solicitor  under  circumstances  that  make  it  an 
open  question  whether  that  money  belongs 
to  the  solicitor  or  to  a  client;  and,  again,  it 
seems  absurd  to  invoke  such  serious  penalties 
where  only  insignificant  sums  are  involved.  In 
all  cases,  moreover,  a  reasonable  amount  of 
time  must  be  allowed  for  paymen|^into  the 
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Trust  Account,  if  grave  injustice  is  to  be  avoided. 
And  when  all  these  points  have  been  taken  into 
consideration — as  they  must  be  before  any  fair 
measure  can  be  enacted — the  question  may  well 
be  raised  whether  such  an  Act  would  really 
provide  all  the  safeguards  that  it  appears  to  be 
intended  to  create. 

The  most  debatable  portion  of  the  Bill,  how- 
ever, is,  we  think,  Clause  3,  which  is  stated  to 
provide  that  every  solicitor  shall  keep  proper 
books  of  account  showing  his  dealings  with  all 
persons  with  whom  he  may  have  business 
relationship,  and  shall  at  such  times,  not  less 
than  twice  in  each  year,  as  may  be  provided  by 
the  Board  of  Trade,  send  to  the  Board  an 
Account  of  his  Receipts  and  Payments  in  the 
prescribed  form,  verified  by  statutory  declar- 
ation, which  account  shall  be  audited  by  the 
Board  of  Trade ;  the  solicitor  furnishing  such 
vouchers  and  information  as  may  be  necessary 
for  that  purpose,  and  allowing  inspection  of  his 
books  and  accounts  at  all  times  to  the  Board's 
representatives. 

We  are  unhesitatingly  opposed  to  the  idea 
of  an  official  audit  because  we  are  convinced 
that  in  practice  it  would  afford  absolutely  no 
saf^ard  to  the  public,  while  by  creating  an 
appearance  of  security  it  would  naturally  have 
the  effect  of  discouraging  vigilance  on  the  part 
of  individual  clients.  We  may  safely  leave  it 
for  the  legal  profession  to  formulate  its  own 
objections  to  submitting  books  and  accounts 
for  audit  to  ■  Government  officials,  who  are  to 
be  empowered  to  ask  all  sorts  of  questions  as 
to  the  circumstances  under  which  moneys  were 
received  or  paid  by  the  solicitor — questions 
which,  in  the  nature  of  things,  can  in  many 
cases  only  be  answered  if  a  client's  confidence 
be  grossly  betrayed.  Whoever  may  be 
responsible  for  this  Bill  seems  to  have  entirely 


overlooked  the  fact  that  although  from  one 
point  of  view  it  may  be  said  that  solicitors  are 
in  the  habit  of  receiving  and  disbursing  the 
money  of  the  public,  they  do  not  receive  and 
disburse  public  moneys.  On  the  contrary,  the 
majority  of  their  transactions  on  behalf  of 
clients  are  confidential,  and  if  an  Act  were  to 
be  passed  compelling  solicitors  to  in  all  cases 
disclose  to  Government  officials  the  exact 
nature  of  their  business  with  their  clients  and 
their  various  clients'  business  with  others,  the 
inevitable  result  would  be  that  much  of  the 
confidential  work  which  is  at  present  con- 
ducted— and  very  properly  conducted  —  by 
solicitors,  would  have  to  be  transferred  toother 
agents  who  are  far  less  amenable  to  control 
than  officers  of  the  Court  are  at  the  present 
time.  The  scheme  is,  of  course,  not  rendered 
the  more  practicable  by  a  clause  providing  that 
under  certain  circumstances  the  solicitor's 
accounts  of  receipts  and  payments  should  be 
open  to  the  inspection  of  the  public. 

In  spite  of  our  experience  of  Board  of  Trade 
methods  in  the  past,  we  must  confess  that  for 
ourselves  we  feel  a  little  sceptical  with  regard 
to  the  whole  matter,  and,  indeed,  rather 
wonder  whether  Truth  is  not  playing  a 
practical  joke  upon  our  legal  contemporaries. 
However  that  may  be,  and  even  supposing 
the  announcement  is  what  diplomatists  call 
"  premature,"  it  represents,  as  we  have  already 
stated,  so  exactly  what  might  have  been 
expected  from  the  Board  of  Trade  if  it  once 
set  itself  to  draft  a  Bill  for  the  protection  of 
trust  funds  in  the  hands  of  solicitors,  that  we 
cannot  but  admit  that  the  outline  which  we 
have  described  above  is  at  least  inherently 
probable.  It  seems  strange  that  such  a 
measure  should  be  brought  forwijr^^  ^(^P^ 
when  a  solicitor  is,  for  tli^'^ift'^^im^  on  r^o:ra, 
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the  President  of  the  Board  of  Trade,  but 
the  permanent  officials  of  a  Government 
Department  have  been  known  upon  previous 

occasions  to  have  things  their  own  way,  in 
spite  of  anything  that  their  Parliamentary 
chief  might  say  or  do. 


WccfiVs  'notes* 


AitaFaUoBi  In  tin  1**0  alterations  in  the  postal  service 
PMtal  itrYlae.  are  announced  by  the  Postmaster- 
General  to  commence  on  October  ist.  An  additional 
charge  of  3d.  will  be  made  on  packets  over  one  pound 
in  weight  which  are  conveyed  by  express  messenger 
throughout  the  whole  journey,  save  in  those  cases 
where  a  chai^  is  made  for  the  hire  of  a  special  con- 
veyance. It  is  pointed  out  that  the  use  made  of  the 
service  for  delivery  of  parcels,  especially  those  of  a 
heavy  nature.  Is  so  much  extending  that  there  is  some 
danger  of  the  speedy  delivery  of  express  letters  and 
messages,  for  which  it  was  primarily  intended,  beic^ 
adversely  affected,  while  it  is  also  competing  with  the 
Parcel  Post  service,  to  the  detriment  of  revenue,  in  a 
manner  which  was  never  contemplated.  Under  the 
revised  r^ulations  for  the  hal^nny  post  the  list  of 
formal,  commercial,  and  other  documents  admitted  will 
be  enlarged  so  as  to  include  practically  all  formal 
partly-printed  documents  in  general  use  in  business,  and 
more  liberal  rules  will  be  introduced  as  to  the  written 
additions  allowed  in  circulars  and  other  printed  docu- 
ments. This  improvement  in  facilities  is  likely  to  be 
much  appreciated  by  the  business  section  of  the  public. 


Th«  Life  ot  a 
Bulk  lote. 


During  the  bearing  of  a  case  at  the 
Old  Street  Police  Court  recently,  Mr. 
Codrington,  an  inspector  of  bank-notes  at  the  Bank 
of  England,  is  reported  to  have  said  that  the  average 
life  of  a  note  was  62  days,  a  £10  note  58  days,  notes 
from  £30  to  £100  30  days,  £200  to  ^^500  1 1  days,  while 
a  1,000  note's  average  life  was  55  days.  The  Bank 
had  in  its  possession  a  £5  note  that  was  out  for  in 
years.  Misers  and  old  ladies  were  fond  of  hoarding  up 
these  notes,  hut  hundreds  and  thousands  never  came 
back  at  all,  and  that  was  all  profit  to  the  Bank  of 
England.  We  are  inclined  to  question  the  last  sentence, 
for  the  Bank  does  not,  apparently,  know  whether  a  note 
is  coming  back  or  not,  and  therefore  the  "  profit "  is 
somewhat  problematical. 


Tht  Under  the  auspices  of  the  Association 

RUing  Ratal.  for  the  Protection  of  Property  Owners 
in  the  City,  Mr.  W.  H.  Broughton,  of  the  London 
Mnnidpal  Society,  made  some  interesting  statements 
at  a  public  meeting  held  in  the  City  last  week.  He 
complained  that  in  fourteen  years  the  rates  bad  risen 
from  58.  z^d.  to  7s.  6d.  in  the  pound,  while  the  debt  of 
London  had  increased  in  the  same  period  from 
^^30,000,000  to  107,000,000.  The  Progressives  on  the 
County  Council  and  the  Borough  Councils  would  say 
that  for  this  increase  the  public  had  the  water,  tram- 
ways, and  electric  lighting  undertakings.  Mr. 
Broughton  took  each  of  these  in  turn,  and  severely 
criticised  both  management  and  finance.  His  censure 
of  the  Works  Ctnnmittee,  the  artisans'  dwellings,  and 
the  Vauxhall  Bridge  schemes  drew  significant  assents 
from  his  audience.  Some  amusement  was  added  to 
the  proceedings  by  the  efforts  of  a  Camberwell  Celt  to 
convert  those  present  to  Progressive  ideas,  evidently 
against  their  will. 


The  report  of  the  Inland  Revenue 
MQDiclpal  Preflts.  Commtesioners,  which  has  just  been 
issued,  gives  some  interesting  figures  relative  to  the  tax- 
able profits  made  by  local  authorities  in  the  year  ended 
April  5th  1905  through  their  trading  undertakini^.  Hie 
profits  are,  of  course,  arrived  at  before  allowing  for  loan 
service,  &c.,  and  include  all  ventures  belonging  to 
municipalities,  whether  directly  conducted  or  not : — 
1904-S  1903-4 

No.  of        GrosH  No,  of  Gross 

Assess-  Amount  Assess-  Amount 
ments        Taxable         ments  Tasabie 

Gasworks       .,       ..  285  ..  1,667,691  ..  aji  ..  a.j^.W 

Waterworks   ..      ..  1,112  ..  2,718,170  ..  1,090  ..  2,677,832 

Canals   W9  ..  1,850,303  ..  204  ..  1,696,310 

Qiiarncs         ,.       ..  187  ..  6,380  ..  176  .,  6,371 

Mines   —  ,,  —  ,.  i..  « 

Markets,  Tolls,  &c.  . .  933  . .  605,672  . .  925  . .  388,245 
Fishing  and  Sporting 

Rights   78  ..  10,044  ■-  83  ..  12.761 

Cemeteries             ..  658  ,,  93,437  ..  634  ..  92,313 
Miscellaneous . .  680  . .  91,996  623  . .  7S.su 
Businesses    not  De- 
tailed  yoi  ..  3.633.343  .-  711  ..  1,889,383 

Total    ..       ..  4,843     £10,686,444     ..  4,749  f9.4»7.456 

We  do  not  know  whether  tramway  undertakings  are 
included  in  "  Businesses  not  detailed,"  but,  if  they  are, 
their  importance  surely  merits  a  separate  statement 
being  given.  A  like  remark  applies  to  electricity 
enterprises. 

mc         Next  week  the  thirty-first  annual  pro- 
Ln  8oei«tr,     vincial  meeting  of  the  Law  Society 
will  be  held  at  Manchester,  commencing  on  the  8tb 
inst.  with  a  r«:eptioit)i|yzftftiI&0©#red  Lady 
Mayoress  at  a  conversazione  to  be  held  rn^tbe  Town 
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HaH  at  half-past  seven.  The  badness  of  the  congress 
wiU  be  started  on  the  following  day,  when  the  President, 
Mr.  Henry  Attlee,  will  deliver  his  inaugural  address. 
Any  papers  that  appear  likely  to  be  oC  general 
interest  to  our  readers  will  be  produced  in  these 
colamns  in  dae  coarse,  in  accordance  with  our  asual 
costom. 

^^^^  We  were  under  the  impression  that 
pBEduulatf  Ui  the  statutory  disabilities  of  a  company 
•n  Sharw.  registered  under  the  Companies  Acts 
to  purchase  and  bold  shares  in  its  own  undertaking  was 
well  onderstood,  but  our  attention  has  been  drawn  to  a 
Balance  Sheet  issued  by  a  company  in  the  Midlands,  in 
which  a  number  of  its  own  shares  appear  as  one  of  the 
assets  upon  the  Balance  Sheet  There  is  no  attempt  at 
coDcealment,  and  the  accounts  are  audited  by  two  well- 
known  Chartered  Accountants.  The  question  put  to 
us  by  a  correspondent,  as  to  how  all  this  comes  about, 
is  thus  qoite  natond.  The  only  suggestion  that  we  are  in 
a  position  to  offer  is,  that  possibly  this  company  may  be 
festered  under  special  Act  of  Parliament,  in  which 
event  there  would  not  necessarily  be  anything  to 
prevent  its  acquiring  the  power  to  purchase  its  own 
shares ;  but  should  the  company  be  registered  under 
the  Companies  Acts,  the  transaction  is  uUrd  vires,  and 
should,  we  think,  have  been  called  attention  to  by  the 
auditors. 

Commenting  upon  the  regrettable 
intborltiM  and  frequency  with  which  employees  of 
local  authorities— and,  for  that  matter, 
treasurers  of  friendly  societies  as  well — are  convicted 
ibr  misappropriatiog  the  moneys  they  are  engaged  to 
collect,  our  contemporary  The  Solicitors^  Journal  suggests 
that  the  laxity  of  control  which  is  generally  the  distin- 
guishing feature  of  these  cases  is  largely  encouraged 
by  the  frequency  with  which  the  risk  of  loss  through 
dishonesty  has  been  covered  by  insurance.  For  our 
own  part,  we  have  more  than  once  drawn  attention  to 
flie  proviaonsof  Section  55  (i)  of  the  Friendly  Societies 
Act,  1896,  which  we  consider  offers  a  direct  encourage- 
ment to  dishonesty  in  the  case  of  employees  of  a 
friendly  society,  and,  so  for  as  we  are  aware,  it  is  the 
exception  rather  than  the  rule  for  these  employees  to 
be  guaranteed  by  an  insurance  company.  On  the 
other  hand  it  is,  of  coarse,  true  that  the  employees  of 
local  authorities  are  almost  invariably  guaranteed 
other  a  company  or  by  individuals.  In  the  latter 
event  it  may  well  be  that  the  form  of  bond  has  been 
so  worded  as  to  leave  it  open  for  the  authority,  by  its 


neglect  of  oiiUnary  precauti<ms,  to  actively  encourage 
irregularities ;  but  among  the  conditions  invariably  stipu- 
lated for  by  insurance  companies  will  be  found  some 
representation  on  the  pari  of  the  assured  that  the 
accounts  are  regularly  checked  and  balancedt  and 
systematic  n^lect  to  comply  with  this  condition  would 
undoubtedly  invalidate  the  polity.  We  doubt  very 
much  whether  claims  are  paid  as  a  matter  of  coarse, 
without  any  inquiry  as  to  whether  the  conditions  have 
been  fiilfiUed. 


Galnilal  commenting  upon  the  refusal  of  the 

Clurtand  Colonial  OfBce  to  recommend  that  the 
AeoeuBtuts.  King  should  grant  a  Charter  to  the 
members  of  the  Accountants'  Institutes  in  Victoria,  the 
Melbourne  Chamber  of  Commerce  mentions  that  Lord 
Elgin  has  intimated  that  in  any  Act  incorporating  bodies 
of  accountants  the  use  of  the  title  "  Chartered  "  appears 
inappropriate,  and  that  any  provision  which  empowers 
Fellows  and  Membere  of  snch  bodies  to  assume  the 
title  and  use  the  initials  conferred  on  Fellows  and 
Associates  of  the  English  Institute  by  Royal  Charter, 
will  lead  to  inconvenience  and  misunderstanding,  both 
here  and  in  Australia,  and  would  give  the  members  of 
the  English  Institute  serious  ground  for  complaint.  It 
is  gratifying  to  have  this  e^ddence  that  the  Council  is 
folly  alive  to  the  interests  of  its  members  abroad  as 
well  as  at  home,  but  it  is  a  little  surprising  to  find  that 
the  Colonial  Office  is  prepared  to  go  so  far  as  has  been 
indicated  towards  protecting  the  interests  of  a  body 
which  primd  facie  is  limited  in  its  operations  to  England 
and  Wales.  There  would  also  appear  to  have  been  a 
distinct  change  of  policy  at  the  Colonial  Office  since  the 
Institute  of  Chartered  Accountants  of  Ontario  was 
established.  Our  own  view  with  regard  to  the  matter  is 
that  it  would  be  desirable  that  throughout  His  Majesty's 
dominions  the  term  "  Chartered  Accountant "  should  be 
recognised  as  being  synonymous  with  "qualified  accoun- 
tant," but  that  its  use  should  be  limited  to  those  who 
are  really  qualified  to  practise  accountancy  in  the  par- 
ticular country  where  the  term  is  actually  used.  Thus, 
while  we  protest  against  Scottish  Chartered  Accoun- 
tants being  allowed  to  pose  as  Chartered  Accountants 
in  England  before  they  have  acquired  any  knowledge 
nf  English  business  law  and  practice,  we  mast  equally 
admit  the  onfaimess  of  allowing  English  or  Scottish 
Chartered  Accountants  to  go  out  to  (say)  Australia  or 
South  Africa  and  there  at  once  pose  as  being  something 
immeasurably  better  than  the  local  OTactitioner.  even 
although  their  acquaintantf^jiff^J^^^iOig^^Jtams 
may  be  absolutely  nil.  O 
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Oalavlatliitf  We  have  received  a  specimen  of 
DIMS.  Wilson's  Calculating  Discs,  which,  we 
understand,  are  patented.  In  principle  they  are  upon 
the  lines  of  a  sliding-rule  worked  out  in  circles,  and 
can  thus  for  many  purposes  be  handled  mach  more 
rapidly  than  slide-rules.  Some  33  of  these  calculating 
discs  have  already  been  issued  for  different  classes  of 
*  calculations,  and  inasmuch  as  the  price  is  quite  trifling 
they  should  command  a  ready  sale.  To  be  of  any 
practical  value,  however,  they  ought,  we  think,  to  be 
made  of  some  more  permanent  material  than  cardboard. 
Probably  cellnloid  would  be  found  most  suitable. 

w  M  ^  The  news  which  reaches  us  that  a  well- 
FonUii  »«»"n<  known  Rotterdam  banker  has  been 
arrested  on  a  charge  of  defrauding  a 
local  bank  to  the  extent  of  some  jr64,ooo  suggests 
the  desirability  for  an  inquiry  as  to  whether  the 
compulsory  audit  of  these  institutions  by  competent 
accountants  would  not  be  in  the  public  interest. 
According  to  the  Amsterdam  correspondent  of  the 
Daily  Mail  it  is  alleged  that  these  frauds  began 
some  twenty  years  ago  with  the  substitution  of 
fictitious  securities  for  loans,  and  that  the  discovery 
was  due  to  growing  carelessness  in  the  steps  taken  to 
conceal  the  fraud,  envelopes  filled  with  any  sort  of 
papers  and  endorsed  '*  security  "  having  of  late  taken 
the  place  of  the  skilfully  and  elaborately  forged  docu- 
ments which  were  employed  in  the  earlier  stages  of  the 
fraud.  It  may  be  added  that  the  accused,  in  addition 
to  being  the  director  of  the  bank  concerned,  was  a  well- 
known  notary,  and  in  the  latter  capacity  it  is  alleged 
that  be  applied  to  the  bank  for  loans  on  behalf  of 
fictitious  clients  and  applied  to  his  own  puri>oses  the 
moneys  as  received  from  the  bank  in  response  to  these 
applications.  As  there  is  now  a  regular  Institute  of 
Accountants  in  Holland  there  would  appear  to  be  no 
practical  difficulty  in  the  way  of  legislation  enforcing  an 
efficient  audit  which  might  be  reasonably  relied  upon  to 
protect  the  public  against  swindles  of  this  description. 

■MwwtMwy  III  From  the  preliminary  report  of  the 
tb«  imm.      Special  Committee  of  the  Board  of 

Directors  of  the  Pennsylvania  Railroad  Company, 
issued  on  the  and  July  last,  we  gather  that  that  Com- 
mittee has  employed  The  Audit  Company  of  New  York 
to  make  an  investigation  into  certain  matters  connected 
with  the  working  of  the  line,  and  that  nearly  fifty 
trained  accountants  are  now  at  work  upon  the  matter. 
Accountant  corporations  are,  of  course,  no  new  thing 
in  the  States ;  but  that  they  should  be  employed  by  a 


railway  company  in  connection  with  an  important 
inquiry  is  apparently  evidence  that  they  are  r^arded 
in  the  States  with  at  least  as  much  favour  as  firms  of 
qualified  professional  accountants,  and  throws  an 
interesting  side-light  upon  the  radical  difference  which 
must,  it  seems  to  us,  always  obtain  between  accoun- 
tancy in  the  States  and  in  this  country.  The  manage- 
ment of  an  accountant  corporation  may,  of  course,  be 
in  the  most  skilled  hands,  and  the  employees  may  be 
just  as  experienced  as  those  employed  by  any  firm  run 
upon  old-fashioned  lines ;  but  the  weak  part  about  the 
corporation  system  is  that  any  contracts  entered  into 
with  it  are  presumably  with  the  corporation,  and  not 
with  individnals,  and  there  would  appear  to  be  no 
guarantee  provided  that  these  skilled  individuals  will 
remain  connected  with  the  company  to  carry  oat  its 
work.  The  same  objection  might,  of  course,  be  made 
against  the  employment  of  firms,  but,  as  a  matter  of 
practice,  firms  are  not  in  this  country  usually  employed 
for  specially  important  work.  That  is,  as  a  rule, 
entrusted  to  individual  members  of  the  firm,  who  are 
personally  responsible  to  the  client  for  the  manner  in 
which  the  work  as  a  whole  is  conducted. 


Form  The  Borough  Accountant  of  Aberyst- 
in  Aocohbu.  wyth  has  recently  forwarded  to  us  for 
criticism  the  Annual  Abstract  of  Accounts  of  his  Cor- 
poration for  the  year  ended  3rst  March  last.  As 
Aberystwyth  is  a  comparatively  small  town  these 
accounts  do  not  raise  any  questions  of  importance  or 
of  general  interest,  save  one  as  to  the  form  in  which  the 
accounts  themselves  are  issued.  The  so-called  Revenue 
Accounts  have  the  two  sides  headed  Receipts  and 
Expenditure  respectively,  and  the  Borough  Accountant 
informs  us  that  in  spite  of  these  headings  the  accounts 
are  upon  revenue  lines,  and  that  upon  the  receipts'  ^de 
amounts  accruing  due  are  included.  It  is,  we  think, 
much  to  be  regretted  that  so  little  attention  should  be 
devoted  to  accuracy  of  form  as  to  allow  accounts  to  be 
issued  so  loosely  drafted.  Either  an  account  is  a 
Revenue  Account  or  It  is  an  account  of  Receipts  and 
Payments.  By noposablecomUnationof cfrcumstances 
can  it  be  both  at  the  same  time,  and  to  give  it  both 
headings,  as  alternative  headings,  is  thus  to  produce  an 
entirely  misleading  impression.  We  observe  that  the 
accounts  appear  to  have  been  passed  in  this  form  by 
the  professional  auditor,  who  is  a  member  of  the 
Institute ;  but,  for  all  that,  the  heading  is  wrong,  and 
should  be  altered.  We  would  rather  see  the  old- 
fashioned  Receipts  and  Payments  Account  retained 
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under  its  proper  name  than  find  the  more  adequate 
Revenue  (or  Income  and  Expenditure)  Account  sub- 
mitted in  its  stead  with  a  beading  so  incorrect  as  to 
poedbly  give  rise  to  serious  misapprefaensioiis  as  to  the 
true  &ct8. 


Correspondence  and  £nqntrte0. 

All  commanicatioas  to  the  Editor  should  be 
by  letter  only. 

[We  art  at  ail  timei  rtady  to  insert  correspondtfue  on 
matters  of  inttrtst  to  ike  Profession,  hit  we  do  not  of  course 
hold  onrieives  in  any  way  responsible  for  the  opinions 
txpresud  by  our  correspondents.  Corrapondnue  intended 
for  eurrtni  isime  mmst  roaeh  us  at  the  latest  by  Wednesday 
afttmoen:  and  must  in  all  eases  be  accompatiied  by  the 
name  and  address  of  correspondents,  not  neeessarily  for 
pubtitaiian,  but  as  a  guarantee  of  good  faith.] 

Check  Flgrure  System. 

{To  the  Editor  of  The  Accountant.) 

Sir.— I  tliinlc  I  am  able  to  shed  a  ray  of  light  upon 
this  mysterious  sul>iect. 

Under  the  system  every  sum  of  money  is  capable  of 
converaon,  by  an  ingenious  process  of  calculation,  into 
what  is  known  as  a  "  check-figure,"  for  example : — 
£zg  14s.  6d.  =  (say)  check-Bgure  8. 
£19 14s.  6d.  =    „  „  7. 

The  system  requires  that  all  amounts  posted  must  have 
thdr  **  check-figure "  entered  at  the  time  of  posting, 
both  in  the  Ledger  and  subsidiary  book,  in  a  column  at 
the  side  of  their  respectiv^items. 

It  is  an  inviolable  rule  that  the  amotmt,  as  posted  in  Uu 
Ledger  (correctly  oc  incorrectly),  must  form  the  foctor 
for  the  calculation  of  the  check-figure,  and  not  the 
amount  appearing  in  the  subsidiary  book. 

Fweiample— Assume  thai  Caab  Book  is  bdngpo^d 
and  an  item  of  £29  14s.  6d,  is  posted  erroneously  into 
the  Ledger  as  £ig  14s.  6d.  The  check-figure  of  the 
latter  (say  7}  is  entered  against  the  Ledger  posting,  and 
also  alongside  the  Cash  Book  item-  The  result  being  that 
the  Cash  Book  item  has  a  wrong  check-figure  against 
it,  but  herdn  lies  salvation. 

Each  page  of  the  Cash  Book,  when  totalled,  is  also 
cmiverted,  and  its  "  check-figure"  placed  at  the  side  of 
the  amount.  This  check-figure  should  agree  with  the 
total  of  the  individual  "check-figures"  which  were 
entered  against  each  item  when  posting,  but  inasmuch 
u  a  misposting  has  occurred  and  a  wrong  "check- 


figure  "  entered  against  one  item  in  Cash  Book  (vide  par. 
5)  the  total  does  not  agree,  thus  proving  that  a  mistake 
in  posting  has  been  made  at  that  folio  and  thereby 
obviating  the  necesnty  of  re-checking  the  whole  of  the 

postings. 

Such  are  the  main  features  of  the  system  as  explained 
to  me  by  the  representative  of  the  inventor,  but  in 
fairness  to  the  system,  it  must  be  said  that  the  foregoing 
is  merely  an  illustration  of  one  of  the  many  labour- 
saving  devices  which  the  inventor  claims  for  his 
method. 

I  gave  the  matter  due  consideration  in  regard  to  its 
practical  application  to  the  books  of  a  big  concern,  but 
concluded  that  the  labour  involved  in  the  calculation  of 
the  "check-figure"  and  the  entering  of  same  in  the 
books  (practically  a  double  posting)  outweighed  any 
possible  saving  in  re-checking  postings  at  balancing 
time. 

I  enclose  my  card  and  remain, 

Yours  faithfully, 
26th  Soptember  1906.  CLEF. 

{To  the  Editor  of  The  Accountant.) 

Sir,— With  reference  to  the  method  of  deriving  a 
check-figure  described  in  my  letter  to  you  of  the  25th 
ult,  I  have  since  ascertained  that  if,  after  dividing  the 
pounds  by  13  and  converting  the  remainder  to  shillings 
and  adding  them  to  the  shillings  and  pence  in  the 
amonnt  being  dealt  with,  the  shillings  in  the  result  are 
deducted  firom  the  pence  (instead  of  the  pence  from 
the  shillings)  adding  13  or  26  to  the  pence  if  necessary, 
a  different  check-figure  U  arrived  at. 

By  using  the  two  methods — one  for  debit  entries  in 
the  Ledger  and  the  other  for  credit  entries  in  the 
Ledger— we  shall  be  able  to  catch  errors  in  posting  to 
the  delnt  instead  of  the  credit,  or  vice  versa. 

I  am,  Sir,  yours  truly, 
GEO.  W.  MITCHESON.  A.CJI. 

Manchester,  ist  October  igo6. 


Poor  Rate  Assessment. 

{To  the  Editor  of  The  Accountant.) 
Sir, — In  answer  to  your  correspondent  "  B."  in  issue 
of  22nd  inst.  under  this  heading,  the  following  is  sub- 
mitted as  a  way  of  arriving  at  the  "  gross  estimated 
rental "  and  the  "  rateable  value  " 

Representing  gross  rent  by  G.R. 

„  „    estimated  rental]^    ...  G.E.R. 

amonnt  of  ff^^ff  ^|FfeJ<))l@ale 
n         rateable  value  by   ^^.V. 
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the  respective  figares— in  the  case  given — woald  be 
G.E.R.  £10,  R.V.  £8,  arrived  at  as  under:— 

G.E.R.  =  G.R.  -  X       (G.R.  being  52  x  5/-  " 
■>  13  -  jr  pounds 
jr  =  j  of  t  of  {13  -  x)  ponnds      (Rates  7/6  in  £ 
and  R.V.  =  i  G.E.R.) 

=  ^  of  (13  -  X)  pounds 

=  A  of  ;f  13  -  A  '    (A  oi  £13  being  £3  183.) 
that  is  £3  i8b.  = 

80thatJr=  3_i8^  10  ^  - 
13 

therefore  G.E.R.  —  £13  -  3  ->  /lo, 

and  R.V.  beiog  |  of  G.E.R.  |  of  j^io  »  /g. 

The  following  statement  shows  the  different  amounts 
in  close  connection : — 


£^3 

0 

0 

Rates  at  7/6  in  £  on  R.V.  of  /8   . . 

3 

0 

0 

Gross  estimated  rental 

10 

0 

0 

Allowance  for  statutable  deductions,  ao% 

2 

0 

0 

Rateable  value 

£» 

0 

0 

The  water  rent  (los.  per  year)  is  not  taken  into 
account,  as  it  is  not  a  usual  tenant's  rate,  and  would 
not  be  allowed  to  be  included  with  the  other  rates 
as  a  deduction  firom  the  gross  rent  to  obtain  the  gross 
estimated  rental. 

Yours  truly, 

iStk  September  1906.  G.  W. 


(To  the  Editor  of  The  Accountant.) 
Sir,— In  your  correspondent  "F.  S.  Eckersley's " 
letter  in  your  last  issue,  should  not^=ios.  (water  rate 
+  A     (7*-  6d.  in  £  on  t  x). 

Assuming  this  is  so,  the  gross  rental  is  £q  izs.  3d. 
and  the  rateable  value  £'j  13s.  lod.,  say  £'j  J4S. 

Yours  £aithfuUy, 
October  3rd  1906.  H.  B. 


{To  ike  Editor  of  The  Aecountant.) 

Sir, — Your  correspondent  "  B."  must  have  been 
somewhat  astonished  at  the  varying  results  obtained, 
which  appear  in  to-day's  Accountant, 

Mr.  Bland's  calculation  is  the  correct  one :  the  gross 
estimated  rental  is  £q  izs.  3d.  and  the  rateable  value 
£7  14s.  od. 

I  do  not  quite  agree  with  Mr.  Bland,  however,  that 
the  result  can  only  be  obtained  by  the  use  of  algebra, 
it  may  be  arrived  at  by  the  use  of  proportion  in  the 
following  way : — 

On  a  net  rental  of  £100  a  year,  with  an  allowance  of 
ao  per  cent,  for  statutable  deductions,  the  rateable  value 


would  be  £^.  Rates  on  this  amount  at  78.  6d.  io  the  ;f 
would  be  £30. 

The  amount  of  rent,  plus  rates  at  78.  6d.  in  the  £t  in 
respect  of  a  house,  the  net  rental  of  which  is  £100  a 
year,  would  therefore  be  (rent    100,  rates  £36)  £130. 

Where  the  rent  plus  rates  is  £13  a  year  (5s.  a  week) 
the  gross  estimated  rental  would  be  £13/0 :  £100 : : 
£13  :  £10  ^  £10  a  year,  and  the  rateable  value  Cfio- 
20  per  cent.)  ^^8  a  year,  that  is,  if  no  allowance  be  made 
for  the  los.  a  year  water  rent,  but  I  think  I  am  ti^t  in 
stating  that  allowance  usually  is  made.  Consequently, 
if  allowance  is  made  in  this  particular  case,  we  obtaio 
£130  :  £too  :  :  £i3ii  (12J  x  100  -i- 130)  £g  12s.  3d.,  as 
the  gross  estimated  rental,  and  {£q  12s.  3d. -20  per 
cent.)  £y  14s.  as  the  rateable  value. 

This  method  may  possibly  be  more  readily  understood 
than  the  alternative  method  of  empk^nng  algebra. 

Yours  truly, 
F.  S.  ECKERSLEY. 

St.  Annes-on-Sea,  tgth  September  1906. 


What  is  Municipal  Capital  Expenditure  ? 

{To  the  Editor  of  The  Aecountant.) 

Sir, — Referring  to  your  Weekly  Note  of  the  29th 
ult.  on  the  above  subject,  permit  me  to  say  that  your 
contemporary.  The  Electrical  Engineer,  is  evidently  well 
informed  as  to  what  took  place  at  the  Bristol  inquiry, 
because  the  same  point  was  raised  at  a  similar  inquiry 
in  Manchester,  and  the  inspector  there  annotmced  that 
the  Board  would  not  allow  the  wages  of  any  permanent 
workmen,  or  of  permanent  employees,  to  be  charged 
against  the  loan. 

T fie  Municipal  Journal  of  fhe  29th  June  last,  p.  705, 
deals  at  length  with  this  new  rule  of  the  L.G.B. 

Yours  truly, 
INCORPORATED  ACCOUNTANT. 

tst  October  1906. 

[Of  course,  the  practical  effect  of  this  new  rule  is  that 
there  is  no  longer  any  necessary  connection  between 
capital  expenditure  and  expenditure  against  which 
loans  can  be  obtained,  the  authorisation  for  loans  being 
kept  well  upon  the  sale  nde. — Ed.  Acct.] 


Loan  Redemption  and  the  Doable-Account 
System. 

{To  the  Editor  of  The  Aeeotmtant.} 
Sir,— In  a  water-supply  undertaking  the  capital  is 
raised  by  debentures  which  ax&^  taken  up  by  the 
Govemmuif .  The  sta^^^^gJc^^l^^D^f^butions 
for  debenture  redemption  are,  by  mutual  mrangement 
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applied  year  by  year  in  cancellation  of  a  corresponding 
amoont  of  the  debenture  issue. 

Coald  yoQ  kindly  inform  me  bow  the  following 
pontion  Bhoold  be  shown  in  the  Capital  Account,  the 
accounts  being  prepared  under  the  Double-Accotint 
System : — 

Total  debenture  issue   ;^ioo,ooo 

Amount  of  debentures  redeemed  ...  30,000 
Balance  owing  on  Debenture  Account  80,000 
Capital  eipenditnre   100,000 

Yours  faithfully, 

JOHN  BROWN. 
[The  credit  side  of  the  Capital  Account  should  show : 
Debentures  outstanding,  ;^8o,ooo;    Debentures  Re- 
deemed out  of  Sinking  Fund,  ;^zo,ooo.— Ed.  Acct.] 


Stockbroklng  In  India. 

(Z>  tAi  Editor  of  Tkt  Aceountaut,) 
Sir,— I  hasten  to  express  my  regret  to  Mr.  Batliboi, 
and  to  the  Parsee  community. 

When  I  first  went  to  India  I  was  told  that  the 
Parsees  were  sun  worshippers,  and  I  have,  alas !  in  spite 
of  various  visits,  remained  ignorant.  I  also  am  grieved 
to  have  stated  that  "  Jamjeeboy  "  and  "  Cbuckerbntty," 
are  Paisee  names.  It  is  my  misfortune,  rather  than  my 
Uult,  that  I  have  been  under  a  wrong  impression. 
Now,  thanks  to  Mr.  Batliboi,  I  know  better. 

GEORGE  CECIL. 

London,  October  ist  1906. 


Mr.  Qerard  van  de  Llnde  and  the  C.A.B.A. 

[To  tht  Editor  of  The  AuouHtamf,) 
SiR^May  I  thank  you  for  your  kindly  sympathetic 
notice  of  me  (with  my  portrait)  in  your  last  week's 
issue,  and  the  many  of  your  readers  who  have  been 
good  enough  to  write  me  expressing  their  appreciation 
of  the  same. 

I  would  take  this  opportunity  of  reminding  your 
□umerons  readers  that  my  work  on  "  Bookkeeping  and 
other  Papers,"  is  still  on  sale  at  your  office,  at  that 
of  Mr.  Effia^am  Wilson,  as  also  at  the  publishers, 
Messrs.  Blades,  East  &  Blades,  and  that  all  the  profits 
arising  out  of  Its  sale  go  to  increase  the  funds  of  The 
Chartered  Accountants*  Benevolent  Assocuttion. 

It  may  interest  the  well-wishers  of  this  admirable 
Association  to  know  that  at  a  recent  meeting  of  the 
executive  1  had  the  pleasure  of  stating  that  it  was  my 
intention  (until  further  notice  to  the  contrary)  to  defray 
the  expenses  of  management,  so  that  the  whole  of  the 


money  collected  go  intact  to  benefit  the  annuitants  and 
other  redpients  of  this  bounty. 

I  am.  Sir,  your  obedient  servant, 

G&RARD  VAN  DE  LINDE. 
z6th  September  igo6. 


Cumulative  Preference  Shares. 

{To  the  Editor  of  The  Accountant.) 
Sir, — Referring  to  the  letter  under  this  heading  in 
the  issue  of  The  Accountant  for  September  22nd,  signed 
"Dunelm,"  I  notice,  in  the  8th  edition  of  Foulks 
Lyncb's  '*  Rights  and  Duties,"  the  following  para* 
graph 

Distribution  of  Snrplus  Assets. 
"  If  there  be  a  surplas  after  all  creditors  have  been 
paid  in  full,  with  any  interest  due,  it  most  be  distributed 
as  follows : — 

"  •  .  .  .  (4)  If  there  be  shares  preferential  as  to 
dividend,  bat  no  dividend  has  been  declared,  such 
shareholders  are  apparently  not  entitled  to  have  the 
arrears  of  preference  dividend  made  good  to  them  {Re 
CriekloH  Oil  Company,  1902),  unless  it  is  so  expressly  pro- 
vided by  the  articles  {The  Bridgewater  Navigation  Com- 
pany, 1801)." 

This  seems  to  imply  that,  unless  express  provision  is 
made  to  the  contrary,  preference  shares  are  non- 
cumulative,  thus  supporting  Mr.  Pixley's  view. 

Yours  faithfully, 
October  2nd  1906.  W.  E.  S. 


Stock  EKhange  Reform. 

(To  the  Editor  of  The  Aeeottntant.) 
Sir, — Allow  me  to  thank  you  for  your  leader  on 
"  Company  Law  Reform  and  Stock  Exchange  Abuses." 
I  regret  that  such  an  important  subject  has  not  called 
forth  further  discussion. 

That  official  quotations  can  be  obtained  by  fraud  with 
impunity  Is  a  scandal,  and  makes  honest  dealing  on  the 
Stock  Exchange  almost  impossible. 

However,  I  trust  the  suggestion  that  no  official 
quotation  be  granted  to  any  company  without  an 
auditor's  certificate  certifying  that  the  public  uncon- 
ditionally hold  two-thirds  of  the  shares  will  bear  ftruit 
at  some  time.  Such  a  certificate  would  not  only  be  a 
protection  to  the  public  against  fraud,  but  would  also 
protect  officials  who,  under  pain  of  dismissal,  are  made 
parties  to  such  frauds. 

Yours  truly, 

October  znd  1906.  I^  b    A.  A.  McDON^^. 
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The  Trade  Union  Bill. 

{To  tht  Editor  of  The  Accountant.) 

Sir, — It  is  with  regret  that  I  observe  comments  in 
your  issue  of  22nd  inst.  upon  a  matter  of  politics  not 
affecting  the  profession  for  which  you  write. 

Your  strictures  upon  Mr.  Frederic  Harrison  may  be 
deserved  or  otherwise — I  think  the  former— but  you 
uabappily  go  further  and  fare  worse,  because  you  are 
led  to  express  an  opinion  upon  the  subject  of 
Mr.  Harrison's  excesses. 

It  is  thus  only  what  was  to  be  expected,  that  a 
reply  should  be  drawn  forth  to  a  statement  which  so 
thoroughly  exhibits  misapprehension  of  the  objects  of 
the  Bill  in  question,  and  I  write  to  point  out  in  turn 
that  the  essence  of  the  Bill  is  simply  to  equalise  the 
conditions  in  struggles  between  capital  and  labour.  If 
conflicts  between  these  two  forces  are  —  as  now 
admitted— not  illegal,  then,  for  the  sake  of  British 
justice  and  ordinary  fair  play,  let  the  fight  be  carried 
on  at  the  same  level  and  on  the  same  responsibility  in 
the  eyes  of  the  law.  There  is  not  a  vestige  of  a  creation 
of  privilege,  but  there  is  a  levelling  up  of  the  conditions 
of  suability  of  the  working  funds  of  one  party  to  the 
plane  of  the  conditions  of  suability  of  the  working 
funds  of  the  other.  That  is  the  essence  of  the  Bill. 

I  need  not  apologise  for  this  counterblast,  for,  as 
noted  above,  it  is  the  inevitable  result  of  your  para- 
graph in  your  last  week's  number.  My  regret  is  that 
a  journal  which  has  been  immaculate  in  this  connection 
since  ever  I  knew  it,  should  so  far  fall  from  its  estab- 
lished reputation  for  impartiality. 

Yours  truly, 

Stpiemher  %4h  xiy^,       CENSORIUM  CENSOR. 

[We  are  sorry  that  our  correspondent  does  not  agree 
with  our  expresdon  of  opinion.  If  "impartiality" 
means  views  coincident  with  his  own,  we  should  doubt- 
less often  be  "  partial."— Ed.  i4ccf.] 


The  Central  Association  of  Accountants. 

(ro  the  Editor  of  The  Accountant.) 

Sir, — I  am  directed  by  the  Council  of  the  Central 
Association  of  Accountants  to  request  you  to  correct, 
by  the  insertion  of  this  letter,  the  very  damaging  state- 
ment contained  in  a  leading  article  in  (he  current  issue 
of  your  journal  (p.  346). 

The  Council  wish  it  to  be  distinctly  understood  that 
there  is  no  connection  between  this  Association  and 
the  one  responsible  for  the  circular  regarding  the 
Trust  Accounts  (Audit)  Hill,  to  which  you  very  properly 
call  attention. 


I  am  also  requested  to  point  out  that  the  function 
held  at  the  Royal  Botanic  Society's  Gardens,  Regent's 
Park  (as  reported  fully  by  you  in  your  issue  of  the 
22nd  ult.),  was  a  Conference  of  the  members  of  this 
Association,  and  not,  as  you  now  suggest,  of  the  Asso- 
ciation issuing  the  circular. 

I  am,  Sir,  yours  faithfully, 

W.  GILL  HALL. 
Stcrttary 

The  Central  AuociatUm  of  Accovntanis,  L'm. 
London,  October  2nd  1906. 

[We  regret  that,  in  our  last  week's  article,  we  attri- 
buted the  recent  Conference  at  the  Botanical  Gardens 
and  the  circular  of  which  we  complained  to  the  same 
source.  At  the  same  time  we  should  like  to  point  out 
that  if  this  constant  multiplication  of  uew  societies 
caused  us  to  make  mistakes,  d  fortiori  must  it  prove 
confusing  to  the  general  public. — Ed.  Accl.] 


Recelver^lps. 

{Te  Ike  Editor  of  The  AccouHlant.) 

Sir, — I  observe  that,  in  your  issue  of  the  22ud  inst., 
you  did  me  the  honour  of  reproducing  a  short  article 
on  "  Receiverships,"  which  I  was  invited  to  contribute 
to  the  Journal  of  Accountan^t  New  York. 

Let  me,  therefore,  point  out  a  printer's  error  in  your 
reproduction  of  the  article,  which  commits  me  to  the 
disquieting  statement  that,  when  a  receiver's  security 
takes  the  form  of  the  bond  of  a  Guarantee  Society, 
the  ordinary  rate  of  premium  charged  on  this  side  of 
the  Atlantic,  in  the  case  of  well-known  practitioners, 
is  from  "  8  to  10  per  cent,  per  annum  on  the  amount  of 
the  bond."   This  should  be  8s.  to  los.  per  cent. 

I  do  not  know  whether  the  omission  of  the  symbols 
representing  shillings  occurred  also  in  the  New  York 
Journal.  If  so,  the  result  would  be  to  make  it  appear, 
to  such  of  the  American  accountants  as  may  have  bad 
the  industry  to  read  the  article,  that  to  guarantee  the 
fidelity  of  a  British  Chartered  Accountant  is  a  risk  of 
extraordinary  hazard,  demanding  a  premium  some 
twenty  times  as  large  as  the  ordinary. 

As  I  have  been  fathered  with  this  unintentional  libel 
on  my  professional  brethren,  I  am  glad  to  think  that  it 
becomes  one  of  the  mildest  character,  if  judged  by  the 
converse  of  the  rule  that  the  greater  the  truth  the 
greater  the  libel. 

Yours  faithfully, 
GEORGE  A.  TOUCHE. 
London,  September  a8<fei|9@gf|  by  GoOQIc 


October  6,  1906.  THE  ACCOUNTANT 


383 


Zfac  Snstftate  of  Cbactered  Hccountaiits 
in  £n0lan5  and  Males. 


At  a  mcetins  o(  the  Council  held  on  Wednesday,  the 
;,r(i  October  1906,  at  the  Hall  of  the  Institute,  Moorgatc 
Place,  E.C.,  there  were  present: — Mr.  W.  B.  Peat,  I'resi- 
'\cnt,  in  the  chair;  Mr.  J.  B.  Ball,  Vice-President ; 
Messrs.  W.  Ashwortb,  J.  H.  Blackburn,  T.  Buwden,  E.  M. 
''arter,  Ernest  Cooper,  E.  Edmonds,  John  Gane,  A.  II. 
i.ibi'.n,  T.  Gregory,  J.  E.  Halliday,  B.  W.  Hatdcastle. 
1.  S.  Hatmood-Banner,  M.P.,  D.  Hill,  W.  C.  Jackson, 
1".  ritch  Rcmp,  li.  \V'H>dbiirii  Kirby,  G.  Walter  Knox, 
A.  0.  Miles,  F.  W.  Pixlcy,  W.  I'lcnder,  V.  J.  Saffery.  T.  G. 
ShutUcworth,  G.  Sneath,  J.  M.  Wade,  E.  Waterhouse,  F. 
Whinney,  and  F.  J.  Young. 

The  President  presented  the  prize  won  at  the  Inter- 
mcJiate  Examination,  the  certificates  of  merit  awarded  at 
the  Final  Examination,  and  the  certificate  accompanying 
the  Hubert  Fletcher  Prize  to  the  following  gentlemen,  who 
were  able  to  attend  the  meeting  of  the  Council,  and  con- 
'jratulated  them  on  thoir  successes :  — 

Intermtdiate  Examination  Prize. 

Mr.  M.  L.  T.  Hare,  M.A. 
Robert  Fletcher  Frise  Certificate. 
Mr.  B.  H.  Brigham. 
I'inal  Examination — Certificates  of  Merit. 
Mr.  R.  T.  Millward,  3rd  (bracketed). 
„    H.  L.  Shoveller,  5th. 
„    H.  K.  Horsley,  B.A.,  8th. 
The  Secretary  reported  the  death  of  Mr.  Adam  Murray, 
I'.C.A.,  Manchester,  a  member  of  the  Cuuncil,  and  it  was 
resolved  that  a  letter  of  coadoience  be  sent  to  Mrs.  Murray. 

The  resignation  of  Mr.  C.  H.  Wade,  F.C.A.,  Manchester, 
•'i  bis  membership  of  the  Coimcil  was  accepted  vnth  regret. 

The  Examiaatioa  Committee  reported  that  they  had 
■ippointed  the  following  gentlemtn  to  be  examiners  at  the 
Litermediate  and  Final  Examinations  to  be  held  in 
November  next :  — 

Intermediate  Examination,  November  igo6. 
Bookkeeping,  Partnership  :  Mr.  W.  Plender. 

Executorship :  Mr.  T.  0.  Shuttleworth. 
.\uditing:  Mr.  II.  Woodburn  Kirby. 
Rights  and  Duties  of  Liquidators,  &c. :  Mr.  F.  J.  Safiery. 

Final  Examination,  November  1906. 
B< Mikkeeping,  Partnership:  Mr.  J.  Gane. 

„  Executorship  :  Ur.  T.  G.  Shuttleworth. 

Auditing :  Mr.  F.  W.  Pixley. 

Rights  and  Duties  of  Liquidat'Ks,  &c. :  Mr.  D.  Hill, 
invitation  from  the  Northern  Institute  of  Chartered 
.V.Djuntaiits  that  an  Autumnal  Meeting  should  be  held  at 
NtiAcastle-upon-Tync  in  1907  was  accepted  with  thanks. 


The  Secrtjtary  reported:  — 

(i)  The  appointment  of  Mr.  V.  W.  Pixicy  as  Chairman 

of  the  I.,ibrary  and  Publication  Committee. 
{2)  Death  of  Mr.  A.  Goodman,  F.C..\.,  Taunton. 
„  „  „  T:  Hadfield,  F.C.A.,  Sheffield. 
„  ,,  „  John  Smith,  F.C.A.,  London. 
•1  i>  >(  J*  H.  Richardson,  A.C.A.,  Derby. 
The  resignations  of :  — 

Mr.  D.  D.  Kubertb'jn,  F.C.A.,  London, 
„   J.  Holt,  A.C.A.,  Manchester, 
were  accepted. 


Recent  Addltloa*  to  the  Library. 


Purchased. 

A  lawyer's  Manual  of  Bookkeeping.    By  II.  llughes- 

Onslow.   I<ondon :  1900. 
Terminal  Cost  Accounts.    By  A.  G.  Nisbet.    London : 

1906. 

L'art  de  bien  tenir  les  livres  de  comptes.    Par  Samuel 

Kicard.    Fulio.    Paris ;  17^4. 
Hi)W  to  become  a  Qualified  Accountant.     By  K.  A. 

Witty.    London :  190(1. 
The  Law  of  Corporate  Executors  and  Trustees.    By  E. 

King  Allen.  London  :  1906. 
I     Index  of  Cases  Judicially  Noticed,  1865-1904.   By  A.  M. 
•       Kant.    London :  1905. 

Company  Law  .\mendmcnt  Committee :   Report  and 

Appendix.    London .-  1906. 
Joint  Stock  Companies  Return  for  1905. 
Companies  Winding-up,  Report  for  1905. 
Table  A  (revised  190b),  with  Notes  by  D.  G.  Uemmant. 

London  :  1906. 
Parliamentary  Debates,  vols,          of  1906. 
New  English  Dictionary  on  Historical  Principles.  By 

J.  A.  U.  Murray.    N-Niche  (part  of  vol.  6),  1906. 
Palmer's  Iiulex  to  The  Times,  April-June,  1906. 

Presented  by  Messrs.  Stevens  &•  Haynes  (the  publishers). 

Principles  of  Commercial  Law.   By  J.  Hurst  and  Lord 
Robert  Cecil.  Second  Edition.   London  :  1906. 

Presented  by  the  Council. 

Catalogue  of  the  Library  of  the  Institute  of  Accountants 
and  Actuaries  in  Glasgow,  1906. 

Presented  by  H.  Woodbunt  Kirby,  F.C.A. 
Report  of  the  Royal  Commission  on  War  Stores  in  South 
Africa,  with  Appendices.   London  :  1906. 

Presented  by  the  Authors. 
Parliamentary  Companies.    By   F.   N.  Keen,  A.C.A. 
I^mdon  : 

Analysis  of  Accounts  of  London  Joint  Stock  and  Pru'atc 
Banks,  August  1906.   By  B^g^te8iS|^<jOOgle 
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Presented  by  Jos.  Urquhart. 
The  Argument  a  priori  for  the  Being  and  Attributes  of 
the  Lord  God.    Bj  W.  H.  Gillespie.    Sixth  Edition. 
Edinburgh :  1906. 
Presented  by  the  City  Treasurers,  . 
City  of  Liverpool  Abstract  of  Accounts,  1905. 
City  of  Manchester  Abstract  of  Accounts,  1905-6. 
City  of  Newcastle-upon-Tyne  Abstract   of  Accounts, 
1905-6- 

Presented  by  the  Borough  Treasurers. 
County  Borough  of  Blackpool  Abstract  of  .^x:ouats, 
1905-6. 

County  Borough  of  Southampton  Abstract  of  AccountSt 
1905-6- 

County  Borough  of  Rotherham  Abstract  of  Accounts, 
1905*6. 

County  Borough  of  Barrow-in-Furness  Abstract  of 

Accounts,  1905-6. 
County  Borough  of  Bolton  Abstract  of  Accounts,  1905-6. 
County  Borough  of  West  Ham  Abstract  of  Accounts, 

1905-6. 

Borough  of  Macclesfield  Abstract  of  Accounts,  1905-6. 

Borough  oi  Eastboume  Abstract  of  Accounts,  1905-6. 
Presented  by  the  Borough  Accountants. 

Borough  of  Aberystwyth  Abstract  of  Accounts,  1905-6. 

Borough  of  Ipswich  Abstract  of  Accounts,  1905-6. 

Metropolitan   Borough   of   Uampstead   Abstract  of 
Accounts,  1905-6. 

County  Borough  of  Bury  Abstract  of  Accounts,  1905-6. 
Presented  by  the  Auditor  [Fred  Scott,  F.C.A.). 

County  Borough  of  Stockport  Abstract  of  Accounts, 
1905-6. 

Presented  by  the  City  Chamberlain. 
Accounts  of  the  Chamberlain  of  the  City  of  London, 
1905. 


The  Handy  Book  on  the  Law  and  Practice  of 
Joint  Stock  Companlea. 


By  Amtonv  Pulbiook. 


London,  1906:  Effingham  Wilson,  Threadneedle  Street. 
Fourth  Edition.   Price  4s.  net. 

Within  a  quite  reasonable  space,  and  in  a  very  con- 
venient form,  this  handbook  deals  with  all  the  principal 
points  arising  in  connection  with  company  practice  from 
registration  to  liquidation.  While  by  no  means  suflficiently 
exhaustive  to  serve  as  a  useful  book  of  reference  to 
liquidators,  it  may  well  be  regarded  as  the  vade  mecum  of 
the  company   secretary,   while   shareholders   will  also 


derive  some  instruction  from  the  concluding  chapter,  if 
not  from  the  earlira  portions. 


Vocations  for  our  Sons. 


By  J.  W.  Hicks,  F.R.A.S. 

London,  1906:  T.  Fisher  Unwin,  i  Adelphi  Terrace,  W.C. 
Price  as.  6d.  net. 
This  interesting  volome  is  divided  into  two  sections. 
The  first  contains  short  particulars  of  the  modes  of  entry 
and  of  the  prospects  of  some  thirty-eight  trades  and  pro- 
fessions, starting  from  "  accountancy  "  and  going  through 
the  alphabet.  So  far  as  we  can  judge,  the  information  is 
reliable,  and  sufficient  for  preliminary  purposes;  that  is 
to  say,  those  in  search  of  an  answer  to  the  question  "What 
to  do  with  our  boys?"  may  by  means  of  this  handbook 
readily  eliminate  a  aumber  of  occupations  as  either 
impossible  or  hopeless,  and  thus  centre  their  attention 
and  their  inquiries  upon  those  which  are  more  probable. 
The  second  section  of  the  book  deals  with  Civil  Service 
and  Municipal  Employment ;  while  by  way  of  a  preface 
there  is  a  short  but  interesting  chapter  on  "Commercial 
Education,"  by  Professor  W.  J.  Ashley,  M.A.,  Dean  of  the 
Faculty  of  Commerce  of  the  University  of  Birmingham. 


The  London  University  Code,  1907. 


The  Annual  Calendar  for  1906-7,  issued  by  the  London 
University  Correspondence  College,  contains  the  regula- 
tions for  the  examinations  to  be  held  during  the  current 
session,  and  much  interesting  information  in  connection 
therewith.  Those  of  our  readers  who  are  interested  in  the 
discussion  that  has  recently  appeared  in  these  columns  as 
to  the  relative  value  of  the  B.Com.  and  B.Sc.  degrees  will 
find  full  information  with  r^ard  to  the  last-named  in  this 
volume,  as  well  as  a  variety  of  other  interesting  matter. 


personal. 


Messrs.  Roose,  Mahon  &  Howorth,  Chartered  Accoun- 
tants, of  26  North  John  Street,  Liverpool,  announce  that 
they  have  taken  into  partnership  Mr.  Frank  Skaife 
HowoRTH,  A.C.A.,  and  Mr.  Herbert  George  Mahon, 
-A.C.A.,  both  of  whom  served  their  articles  with  them.  The 
style  of  the  firm  will  be  the  same  as  heretofore. 

Messrs.  Samuel  Hall  &  Son,  of  Bentinck  Buildings. 
Wheeler  Gate,  Nottingham,  announce  that  they  have  taken 
into  partoership  Mr.  Frank  H.  Blorb.  A.C.A..  who  for  the 
past  seven  years  has  been  with  Messrs.  Derbyshire 
Brothers,  Nottingham.  In  future  the  business  will  be 
conducted  from  the  above  address  ufiau^he  s^e  of  Hall 
&  Blore.  Digitized  by  V^OOg^lL 
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iCancbestec  Cbactered  Hccountants 
Stnbents'  Societi?. 


CoiutituUd  itth  Dtcmbtr  1882. 
Afiliattd  to  tht  Working  Union  of  Students*  SoeUtits. 


Syllabos— Session  1906-7. 


Presided :  Mr.  Frank  Halsall.  A.C.A. 
Hon.  Seertiary  t  Mr.  J.  W.  Womersleyi  A.C.A.,  77  King 
Str^t. 

1906. 

Oct.    I. — Social  Evening. 
Nov.  5. — President's  Address. 
„    19. — Mock  CredUors'  Meeting. 

Dec.   3. — ^Lecture:  "The  Criticism  of  Accounts."  Mr. 

W.  R.  Hamilton,  F.C.A.,  of  Nottingham. 

(This  meeting  is  a  joint  meeting  of  the 
Manchester  Socie^  of  Chartered  Accoantants 
and  tbe  Students*  Society.) 

1907. 

Feb.  4. — Lecture:    "Cost  Accounts  for  Small  Manu- 
facturers."    Mr.    M.  Webster-Jeokinsoni 
A.C.A.,  of  Sheffield. 
„  iS. — Lecture:    "The    Duties    of    an  Arbitrator." 

Mr.  Gordon  Hewart,  &f.A.,  Bcarister-at-Law. 
Mar.  4. — Informal  Discussion.   Short  Papers.   Mr.  J.  A. 

Porter  and  Mr.  H.  }.  Lunt. 
May  13. — Annual  Meeting. 

Ltcturts  and  Dtbates. 
The  meetings  of  the  Society  are  held  oa  Monday  even- 
ings.  A  discussion  will  take  place  at  the  end  of  each 
lecture,  in  vhich  members  are  particularly  requested  to 

joiD. 

Ltcturts  and  Classes. 

A  syllabus  of  the  Educational  Scheme  of  Classes  and 
Lectures  covering  a  complete  course  of  study  for  both 
examinations  has  been  circulated  among  the  members. 

Hie  dates  of  the  various  courses  are  as  follows : — 
Hdd  at  tie  library. 

Bookkeeping  and  Accounts — lecturer:  Mr.  F.  Dowler, 
.\.C.A. 

Mondays:  September  a4th;  October  8th,  15th,  aand, 
«)tb;  November  12th  1906. 

Partnership  and  Executorship  Accounts — Lecturer : 
Mr.  H.  J.  I.iint,  A.C.A. 

Mondays:  February  nth,  ^sth;  March  nth,  ssth; 
.Vpril  8th,  22ndy  29th  1907. 

The  above  are  intended  for  candidates  for  the  Inter- 
mediate Examination  of  the  Institute. 

Examination  Preparation  Class — Lecturer:  Mr.  H.  S. 
t'erguson,  A,C.A. 


Hinrsdays,  September  aoth;  October  4th  and  t8thi 
November  ist. 

A  class  will  also  be  held  in  the  spring,  the  dates  of  which 
will  be  March  aist,  April  4th,  April  i8tb.  May  2nd. 

All  the  above  classes  are  free. 
At  the  Umversity. 
Accotmting — ^Lecturer :  Mr.  R.  N.  Carter,  F.C.A. 
Three  courses  of  lectures  as  follows:  — 
(1}  First  course  on  Fridays  at  6.30,  in  the  Michaelmas 
and  Lent  terms.    Fee,  12s.  6d 
A  complete  explanation  of  the  theory  and  practice 
of  donble-entry  bookkeeping  op  to  and  including 
the  preparation  of  simple  Balance  Sheets  and 
Profit  and  Loss  Accounts. 
First  lecture,  October  5th. 

(2)  Second  (or  Intermediate)  course  on  Fridays,  at  7.30, 
in  the  X^nt  term.  Fee,  6s.  3d. 

Commencing  with  the  Trial  Balance,  this  course 
will  comprise  fuller  explanation  of  technical 
accounting. 
First  lecture,  January  nth. 

(3)  Third  course  on  Fridays,  at  7.30,  in  the  Michaelmas 
term.   Fee,  63.  3d. 

Advanced  accounting,  including  a  full  considera* 
tion  of  accounts  for  income-tax  returns  and 
appeals,  &c. 
First  lecture,  October  5th. 
Candidates  taking  accounting  for  the  B.Com.  will  be 
required  to  attend  Course  2.  * 

Commercial  Law — Lecturer :  Professor  Seaton.  Wednes- 
days 6.30  to  7.30. 

The  lectures  will  continue  throughout  the  University 
session,  and  will  include  the  following  subjects,  viz. ;  — 
Principal  and  Agent. 
PaxtnerdHp. 

Formation  and  Winding-up  of  Companies. 
Companies  as  Going  Concerns. 
Bonds,  Mercantile  Securities,  and  Guarantees. 
First  lecture,  October  3rd.   Fee,  jf^i  iis.  6d. 

N.B.—A.  full  course  of  Iflctnras  on  Conuneicial  Law 
extends  over  two  University  sessions.  Candidates  for  the 
degree  of  B.Com.  are  required  to  attend  a  full  course  of 
lectures  on  the  subject.  Ducing  the  session  1907-8  Professor 
Seaton  proposes  to  lecture  on.  Carriage  by  Land  and  Sea, 
Insurance,  Sale  of  Goods,  Negotiable  Inatruments,  Bills 
of  Exchange,  Cheques  and  Promissory  Notes,  and 
Bankruptcy. 

Fee  for  the  complete  course  extending  over  two  sessions, 
£i  I2S.  6d. 

Members  of  the  Society  intending  to  take  the  accounting 
courses  may  register  at  the  Library,  60  S]^riag,C 
on  the  payment  of  the  above-named  fees.'^ 
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Society's  Transaciions,  &'£. 
The  transactions  of  the  Society  are  published  monthly, 
through  the  medium  of  TAe  AetouHlanW  Journal,  which 
contains  also  reports  of  lectures  delivered  to  other  Student 
Societies.  A  copy  of  the  Journal  is  forwarded,  free  of 
charge,  to  each  member  of  the  Society,  about  the  middle 
of  each  month. 

Ldbrary. 

The  I^ibrary  is  open  daily  (at  60  Spring  Gardens),  from 
10  to  I  and  2  to  5.   Saturdays,  ro  to  1. 

The  Robert  Fletcher  Prize. 
The  Robert  Fletcher  I'rizc  will  be  offered  fur  competition 
by  the  Institute  at  the  forthcoming  Intermediate  Ezamina' 
tion  to  be  held  in  November  1906. 

Essay  Competition,  1906-7. 
The  Committee  of  the  Working  Union  of  Chartered 
Accountant  Students'  Societies  offers  a  first  prize  of  five 
guineas,  a  second  prize  of  two  guineas,  and  a  third  prize 
of  one  guinea  for  the  three  best  essays  on  "The  uses  and 
"limitations  of  the  Card,  Loose4eaf  Ledgers  and  Slip 
"  Systems  in  relation  to  matters  of  Account." 

Rules, 

(1)  Essays  must  be  written  on  one  side  of  the  paper  only. 

(2)  The  name  of  the  writer  must  not  appear  on  his  essay, 
but  a  nom  de  plume  must  be  used.  Hie  essay  must  be 
addressed  to  Mr.  G.  H.  Kedfern  [Hon.  Secretary  of  the 
Working  Union),  10  Long  Lane,  Aldersgate  Street, 
London,  K.C.,  and  must  be  accompanied  by  a  sealed 
envelope  marked  on  the  outside  with  the  following  r  — 
(it)  Essay  Competition,  {b)  the  writer's  nom  de  plumt,  and 
{e)  the  name  of  the  Society  to  which  he  belongs.  This 
envelope  must  contain  (a)  the  writer's  name  and  address, 
{b)  the  name  of  the  Society  to  which  he  belongs,  and 
{fy  a  declaration  signed  by  him  that  he  is  not  over  27 
years  of  age,  and  has  received  no  assistance  from  anyone 
in  preparation  of  the  matter  of  the  essay.  The  envelopes 
of  the  successful  essayists  will  alone  be  opened,  the 
others  will  be  destroyed. 

(3)  Essays  must  be  sent  in  on  or  before  March  318!  1907, 
and  must  not  contain  more  than  7,000  words,  either  typed 
or  written,  on  foolscap  paper.  Forma  may  accompany  { 
the  essay  and  will  not  be  included  in  calculating  the 
number  of  words,  but  such  forms  must  contain  only 
headings  and  illustrative  entries,  no  notes,  explanations, 
or  qualifications  of  examples  or  headii^s  being  allowed. 
The  paper  containing  the  forms  must  also  be  foolscap 
size.  I 

{4)  The  essays  submitted  for  competition  will  become  , 
the  property  of  the  Joint  Committee  of  the  Workiag 
Union,  and  will  in  no  case  be  returned. 

(s)  In  the  event  of  there  being  \vs&  than  five  essays  sub- 
mitted the  Committee  reserves  the  right  to  withhold  all 
or  any  of  the  prizes.  I 


(6)  The  prizes  will  be  awarded  only  in  the  eveat  ol  tht 
arbitrator  reporting  that  the  essays  received  are  ol 
sufficient  merit  to  deserve  prizes. 

(7)  The  competition  is  open  to  all  members  of  lh( 
Societies  belonging  to  the  Working  Union  except  (d)  thost 
iriio  passed  their  Final  Institute  Examination  before  Jnlj 
1903,  or  who  are  over  27  years  of  age,  (£)  non-artidcd 
clerks  over  27  years  of  age,  (f)  members  of  the  Joint  Cdid- 
mittee  of  the  Working  Union. 

(S)  In  the  event  of  prizes  being  awarded,  the  succeinfiil 
essayists  may  be  invited  to  read  their  essays  before  the 
Societies  to  which  they  belong. 

Pkize  Fund. 

Prizes  are  offered  for  successes  at  the  Institute  and  other 
Examinations  as  follows :  — 

Institute  Examinations. 
Final  Examination :  s.  d. 

Any  member  obtaining  ist  Prize  5  00 

»        »  »        and  „   3  3" 

„        „           „        a  certificate  of  merit  ...   t   t  0 
ist    certificate  after 
prizeman,  or  ist  cer- 
tificate    where  no 
prizeman    a   2  c 

Intermediate  Examination: 
Any  member  placed  ist  in  order  of  merit  of  all 

the  candidates   220 

And  if  a  prizeman    i  is-  od.  extra. 
Any  member  placed  2nd  in  order  of  merit  of  all 

the  candidates   i  10 

Any  member  placed  3rd  in  order  of  merit  of  all 

the  candidates   o  10  6 

Commercial  Law  Examinaiions  at  the  University. 
To  members  who  take  the  first  place  in  the  first  class  in 
each  course. 

Prize   los.  6d. 

Presidtnfs  Friges. 
The  President  has  kindly  offered  prizes  in  connection 
with  the  examination  in  "Bookkeeping  and  Accounts" 
and  "The  Adjustment  of  Partnership  and  Executorship 
Accounts."  The  conditions  will  appear  on  the  syllabuses 
of  the  several  courses. 

Examination  Preparation  Class. 
Two  short  courses  of  four  lectures  each  will  be  delivered 
during  the  session  by  Mr.  H.  S.  Ferguson,  A.C.A.,  at  the 
Chartered  Accountants'  Hall,  60  Spring  Gardens,  on  the 
following  examination  subjects: — 

(1)  Auditing. 

(2)  The  Duties  of  Trustees  ia  Bankruptcy,  Liquidators. 

and  Receivers, 
For   the   convenience.,  of   candidates   for   both  the 
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-Viivetnbec  and  ffay  Examinations,  the  following  dates 
have  been  arranged  :  — 
AutDtnn  1906 — September  aoth,  October  4th  and  i8th, 

and  November  ist. 
Spring   1907 — March   21st,  April  4th  and  18th,  and 

May  2nd,  commencing  at  6  o'clock  p.m. 
The  almve  lectures  are  free  to  members  of  the  Society. 


aucftlan^  Bcconntant  stuDents'  Society. 


The  Audit  of  a  Joint  Stock  Company's  Accounts. 


By  Albx.  Gribrson,  A.C.A. 

A  paper  read  before  members  of  the  Society  on  April 

i2lh  1905. 

Gentlemen.  I  was  very  pleased  to  comply  with  the 
request  of  a  member  of  your  Committee  to  deliver  a  lecture 
to  yon  this  evening  on  the  subject  of  "The  Audit  of  a 
Joint  Stock  Company's  Accounts." 

Owmg  to  the  great  and  ever  increasing  number  of  joint- 
m'Kk  companies,  in  which  the  auditor  is  one  of  the  most 
Deressary  officials,  this  class  of  audit  is  becoming  a  most 
ioiportant  branch  of  our  business;  and  I  agree  with 
Mr.  Ptiley  in  regarding  auditing  as  the  mainstay  of  our 
professional  work.  The  importance  to  members  of  our 
Stodeot  Societies  of  a  thoroogh  knowledge  of  the  principles 
on  which  a  complete  audit  must  be  founded  can  hardly  be 
overrated. 

There  Is  no  doubt  that  bookkeeping  is  the  basis  of  an 
auditor's  work,  and  a  thorough  acquaintance  with  its 
general  principles  and  developments  is  essential  to 
success  and  personal  confidence ;  while  the  want  of  such 
an  acquaintance  is  sure  to  cause  muddling  in  the  course 
of  an  audit,  while  often  a  waste  of  time  on  trivial  matters 
and  a  failure  to  discover  errors  in  principle,  or  even 
devices  for  irregularities  and  fraud  in  the  accounts. 
Therefore  the  first  qualification  of  an  auditbr  must  be 
thoronghness  in  the  principle  and  practice  of  bookkeeping. 

In  the  case  of  a  private  pzirtnership  Hxt  auditor's  duties 
ue  too  often  defined  and  limited  by  his  client,  and  the 
■lecesst^  for  audit  is  frequently  not  recognised  until  a 
remedy  is  laquired  for  laxity  in  oversight,  instead  of 
being  regarded  as  a  preventive  of  irregularities  ;  but  in  the 
case  of  pnblic  companies  his  duties  are  laid  down  by  Act 
>>f  Parliament.  The  auditor  must  then  make  himself 
acqaainted  with  the  duties  and  powers  contained  in  the 
clauses  and  r^nlations  of  the  particular  Act. 

Some  Acts,  such  as  for  Railway  and  Canal,  Gas 
and  Water,  Insurance  and  other  companies,  provide 
tperiat  forms  of  accounts,  and  the  books  must  be  framed 
n  as  to  work  up  to  them. 


The  Companies  Act  nf  1903  pmvtdes  a  form  of  statement 
of  liabilities  and  assets  in  the  Schedule  in  Table  A,  but 
the  adoption  of  Table  A  is  optional,  and  companies  of 
any  importance  usually  provide  articles  of  their  own ;  the 
division  of  heads,  as  suggested  in  the  form,  is,  however, 
often  adopted.  ' 

The  scope  of  an  audit  depends  upon  whether  it  is  tfae 
first  audit  of  a  company's  books ;  to-night,  for  the  sake  of 
completeness,  let  us  consider  it  to  be  the  first  audit. 

A  diversity  of  opinion  exists  as  to  whether  the  checking 
of  the  atatiatical  books  is  part  of  the  auditor's  duty,  or  a 
special  duty  for  which  a  special  fee  should  be  paid.  In 
practice,  it  is  often  neglected.  I  am  of  opinion,  however, 
that  his  duties  include  the  examination  of  the  statistical 
books.  The  safest  plan  is  for  the  auditor  to  see  what 
daties  aie  imptosed  upon  him  by  the  articles  of  association 
of  the  company,  and  not  to  take  faia  instructions  from  the 
directors  only. 

It  is  to  be  hoped  that  some  day  tfae  law  will  provide  that 
the  books  of  every  joint-stock  company  ahidl  be  opened 
by  a  fully  qualified  public  accountant,  and  an  auditor  on 
his  appointment  should  stipulate  that  this  has  been  done. 
The  appointment  of  auditor  is  sometimes  made  by  the 
articles  of  association ;  if  it  ts  not,  he  should  receive  an 
official  notice  from  the  secretary  of  his  appointment  by 
the  directors. 

Before  commencing  his  work  the  auditor  should  require 
from  the  secretary  the  following:  — 

(1)  A  list  of  all  the  books  of  the  company,  including  the 
statistical  books. 

(2)  A  copy  of  the  registered  articles  of  association,  with 
any  contract  for  the  issue  of  shares  for  any  other 
consideration  than.  cash. 

(3}  A  list  of  members,  with  the  share  register  folios,  the 
number  of  shares  held  by  each,  and  the  calls  in 
arrear  (if  any). 

(4)  A  Trial  Balance  showing  the  arithmetical  correctness 
of  the  books. 

(5)  A  cojty  of  the  Balance  Sheet  and  Profit  and  L«sa 
Account,  dated  and  signed  by  an  authorised  person. 

(6)  All  contracts,  deeds,  leases,  and  other  documents 

and  securities  of  the  company,  including  the  pro- 
spectus,  Applications,  and  Application  and  Allot- 
ment Book. 

Having  obtained  these  particulars,  the  auditor  should 
see  that  the  company  has  been  duly  registered,  which  be 
will  ascertain  by  the  Registrar's  certificate. 

He  should  then  carefully  read  the  memorandum  and 
articles  of  association ;  note  the  capital  and  borrowing 
powers  of  the  company ;  all  contracts  specified,  and  any 
other  matters  worthy  of  remark,  and  compare  them  with 
the  books  and  actual  documents.  I 

He  should  carefully  peruse-lhe  Minute  Book-,^Bumog 
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with  the  meeting  at  which  the  first  allotment  of 
shares  was  made,  or  any  purchase  agreement  adopted  by 
the  directors.  A  perusal  of  the  Minute  Book  affords  the 
auditor  a  lot  of  valuable  information  and  many  useful 
hints  on  particular  transactions,  without  which  he  would 
be  at  a  considerable  disadvantage  in  performing  his  duties. 
Having  made  hds  notes  he  should  refer  to  the  financial 
and  statistical  books,  and  ascertainj  whethw  the  resolu- 
tions passed  by  the  directors  or  shareholders  have  been 
duly  carried  out. 

Any  purchase  agreement  adopted  by  the  directors  should 
be  carefully  examined,  and  the  issue  of  paid-up  shares,  or 
cash  payments,  checked  with  the  contract. 

The  Share  Capital  Account  will  require  careful  atten- 
tion. On  issuing  the  prospectus  it  is  usual  to  state  the 
deposits  on  applications  for  shares  are  payable  at  the 
company's  bankers.  Hie  applicatioas,  which  should  be 
filed  in  order  of  date  received,  should  be  checked  with  the 
Allutment  Book,  which  should  be  compared  with  the 
Minute  Book.  When  no  allotment  is  made,  the  deposits 
are  of  course  returned.  The  Allotment  Book  must  be 
checked  with  tho  Register  of  Shareholders,  and  as  the 
share  certificates  are  issued  they  should  be  exchanged  for 
the  allotment  notices.  The  bank  or  cash  will  be  debited 
with  all  amounts  received  on  Capital  Account,  and  the 
various  Application,  Allotment,  and  Call  Accounts  will 
be  credited  with  the  -same.  Tliroagh.  the  Journal  the  latter 
accounts  will  be  debited  and  Share  Capital  Account 
credited  with  the  amounts  when  authorised  by  the  Board 
Minute  Book. 

In  addition  the  individual  shareholders  will  be  credited 
with  all  amounts  paid  by  them,  and  the  aggregate  of  their 
payments  should  agree  with  the  total  of  the  Share  Capital 
Account  after  making  allowance  for  payments  in  anear. 

The  auditor  should  note  w4iether  interest  has  been 
chaiged  on  arrears  of  calls  where  chargeable.  This  interest 
would  be  carried  direct  to  the  credit  of  Interest  Account. 

The  issue  of  certificates  should  be  checked  with  the 
Share  Register  and  with  the  Share  Certificate  Book 
counterfoils. 

The  Register  of  Transfers  will  require  examination. 
The  auditor  should  see  that  all  transfers  are  duly  stamped 
and  executed,  and  that  the  old  scrip  is  attached  and 
defaced. 

If  any  loans  on  mortgage  have  been,  obtained  by  the 
company  the  auditor  must  see  that  a  proper  Register  of 
Mortgages  has  beea  kept,  recording  ti>e  particulars 
required  by  the  Act,  and  that  interest  up  ilo  the  date  of 
closing  the  books  has  been  charged  against  revenue. 

Debentures  issued  and  interest  accrued  due  thereon  must 
be  dealt  with  in  Ibe  same  maimer. 

After  a  careful  inspection  all  securities  should  be 
initialled  by  the  auditor,  if  foimd  ia  order,  and  handed 
back  to  the  secretary  of  the  company. 


We  are  now  ready  to  deal  with  the  financial  books  oi 
the  business. 

A  further  difference  of  opinion  exists  as  to  where  aa 
auditor's  work  begins.  It  has  been  stated  that  it  should 
commence  with  the  Order  Book,  that  the  execution  of  each 
order,  and  that  the  proper  charging  and  calculation  of 
each  item  of  sale  and  of  each  item  of  purchase  should  be 
checked.  This  is  not  an  auditor's  work  unless  he  be 
specially  instructed  and  paid  to  do  it.  It  is  the  work  of 
the  office  stafi,  and  the  manager  should  see  that  it  is  a 
part  of  the  daily  routine. 

Think  of  the  folly  of  not  checking  the  prices  and 
extensions  of  invoices  in  and  out.  But  in  many  cases  I 
know  it  is  omitted,  and  then  it  becomes  the  duty  of  the 
auditor  to  point  it  out  and  recommend  attention  to  It. 

Some  say  an  auditor's  work  begins  rightly  with  the  post- 
ings to  the  Ledgers.  Theoretically  all  the  postings  to  the 
Ledgers  should  be  checked  ;  if  the  number  of  entries  be  so 
great  as  to  render  the  work  impracticable,  then  the  sales 
should  be  checked  in  another  manner,  I  am  in  favour  of 
all  purchases  and  payments  for  the  same  being  thoroughly 
checked,  and  the  careful  examination  of  purchase  invoices 
as  to  whether  they  are  on  printed  forms  made  out  to  the 
company,  &c. 

The  object  of  an  audit  is  to  see  what  the  accounts  placed 
before  the  auditor  say,  and  then  consider  if  they  tell  the 
whole  truth. 

To  see  wliat  the  accounts  say  necessitates  a  great 
amount  of  detail  work,  part  of  which  is  very  laborious  and 
irksome  to  the  auditor,  but  at  the  same  time  vety 
important,  such  as  additions  of  Pay  Sheets,  Cash  Books, 
Journals,  and  Ledger  Accounts,  and  the  checking  of  post- 
ings of  Journals  and  Cash  Books. 

Still,  in  order  to  det^t  errors  or  fraud,  such  work  is 
most  important  and  must  be  done. 

As,  strictly  speaking,  every  single  transaction  of  the 
period  under  review  should  be  checked,  an  experienced 
auditor  satisfies  himself  that  practically  he  does  examine 
every  transaction.  I  wish  to  try  and  show  yon  how  such 
a  thorough  examination  can.be  made. 

The  list  of  books  used  in  the  business  will  include 
(1)  Invoice  Book  or  Purchase  Day  Book, 
(2}  Sales  Day  Book, 

(3)  Cash  Book, 

(4)  Bill  Book, 

(5)  Journal, 

(6)  Ledger, 

and  other  subsidiary  books.  I  shall  confine  my  attention 
principally  to  these  six  books. 
We  should  first  examine  them  to  ascwtaia  their  character 

and  method  of  entry,  and  how  they  work  into  each  other 

to  make  the  necessary  records  of  transactions }  having 

grasped  this  we  shall  find,  thai  ,alnosl^H|faQlr«Bsactions 

*    ^  iTgitizea  by  vpV7\JT^rC^ 

pass  through  the  first-nained  books  into  the  Cedger.  If  we 
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aie  satisfied  that  every  eatry  in  these  five  books  is  correct 
and  has  been  conectly  posted  to  the  Ledger  we  are  in  a 
position  to  make  a  report.  How  are  we  then  to  satisfy 
ourselves  on  this  point? 

First  let  us  take  the  Purchase  Day  Book.  It  is  necessary 
to  inquire  who  has  authority  to  make  purchases ;  whether 
the  invoices  are  certified  by  managers  of  departments  aa 
to  receipt  of  goods  and  prices ;  who  passes  the  accotmts 
fwr  payment,  and  who  pays  the  accounts.  It  is  easily 
seen  that  many  opportunities  for  fraud  occur  in  connec- 
tioQ  with  purchases  made  unless  precautions  are  taken ; 
where  no  supervision  has  existed  payments  have  been 
made  for  goods  never  received,  and  goods  received  have 
been  paid  for  twice  over,  once  to  the  cashier  or  other 
official  who  has  forged  a  signature. 

It  is  improper  in  a  large  establishment  for  the  same 
(jfficial  to  have  the  power  both  of  authorising  payments  and 
making  payments.  It  is  true  that  in  some  private  firms 
a  partner  has  the  power,  when  less  can  be  said  against  it, 
but  an  auditor  should  point  out  the  necessary  precautions, 
and  in  the  case  of  a  limited  company  it  would  be  his  duty 
to  insist  upon  the  precautions  being  taken.  Unless  the 
invoices  are  certified  by  the  manners  of  departments, 
what  guarantee  is  there  that  the  goods  have  been  received 
into  stock? 

To  be  satisfied  that  the  entries  in  the  Purchase  Book  are 
duly  authorised  the  entries  must  be  compared  with  the 
iavoices.  To  do  this  might  involve  enormous  labour,  and 
so  it  might  be  obviated  in  this  way.  The  official  who  sanc- 
tioned the  payments  would  doubtless  satisfy  himself  that 
the  invoices  were  certified,  and  would  keep  a  record  of  the 
amounts  he  certified  for  payment ;  a  comparison  then  of 
the  totids  of  the  Purchase  Book  and  the  accounts  passed 
for  payment  would  be  a  check  on  their  correctness.  The 
analysed  totals  of  the  Purchase  Book  posted  direct  into 
Oie  proper  accounts  in  the  Ledger  should  then  be  checked. 

Taking  now  the  Sales  Day  Book.  What  authori^  do  we 
require  here?  If  the  business  deals  in  goods  of  one  kind, 
such  as  cotton  or  iron,  and  the  quantities  sold  should 
'Correspond  with  the  quantities  purchased  and  received, 
after  taking  into  account  the  stocks  on  hand,  we  have  not 
much  difficulty  in  satisfying  ourselves  how  the  whole  of 
the  goods  are  disposed  of ;  but  in  a  la^e  general  business, 
such  as  a  store  of  any  kind,  or  a  retail  establishment,  such 
a  check  cannot  be  obtained  wdthout  too  much  detail. 

In  such  businesses,  however,  money  should  not  be  paid 
to  the  person  selling  until  note  of  goods  sold  has  been 
initialled  by  the  supervisor  or  cash  clerk. 

The  total  of  the  sales  notes  should  then  agree  with  the 
cash  received.  It  is  in  cash  sales  that  thefts  more  readily 
occur  when  the  checks  are  not  perfect.  la  credit  sales 
ail  entries  in  the  Day  Book  must  be  authorised  by  the 
Order  Book  entries  and  a  copy  of  the  invoice  taken  in  the 
preu  coi^  book. 


By  this  method  some  of  the  entries  in  the  Day  Book 
should  be  tested  here  and  there  with  the  Order  Book  and 
press  copy  book,  so  as  to  satisfy  the  auditor  generally  of 
their  correctness.  The  total  additions  and  postings  of  the 
Day  Book  into  the  proper  Ledger  Accounts  should  then  be 
checked. 

Let  us  now  deal  with  the  Cash  Book. 

The  auditor  should  see  that  it  is  closed  off  in  ink.  All 
the  additions  should  also  be  inked  in  before  the  auditor 
touches  them,  and  this  rule  should  be  strictly  enforced 
with  regard  to  all  the  books  to  be  audited. 

I  have  known  a  cashier  to  hand  over  his  Cash  Book 
closed  in  pencil,  and  when  the  auditor  has  returned  the 
book  after  the  audit  the  cashier  has  altered  the  figures  to 
cover  certaia  discrepancies  of  his  own.  The  examination 
of  the  vouchers  should  first  be  proceeded  with,  and  they 
should  be  arranged  beforehand  in  order  of  the  dates  of  the 
Carii  Book  and  numbered  coqsocutively.  I  want  to 
impress  upoa  you  the  importance  of  examining  the 
vouchers  thoroughly.  The  amount,  signature,  date,  and 
stamp  should  be  looked  at,  but  more  than  this  should  be 
done ;  the  general  contents  should  be  noted  to  see  that  the 
amount  has  been  charged  to  the  proper  account,  especially 
whether  to  a  Capital  or  Reveoue  Account. 

Serious  errors  happen  from  a  wrong  allocation  of  pay- 
ments to  Capital  Account,  and  though  the  examination 
may  be  routine  work  it  is  very  important.  Also  the  value 
of  a  voucher  for  use  in  a  Court  of  law  should  be  seen  to. 

There  should  be  a  voucher  for  every  payment,  and  every 
entry  of  payment  should  be  checked  with  the  Bank  Pass 
Book.  Indeed  the  whole  Bank  Pass  Book  should  be 
checked  with  the  items  in  the  Cash  Book;  it  is  not 
sufficient  that  the  balance  agrees  with  that  of  the  Cash 
Book,  even  if  certified  by  the  bank  on  the  date  of  closing 
the  accounts. 

In  spite  of  the  apparent  correspondence  of  these 
balances,  fraud  has  been  possible  in  this  way.  Say  a  sum 
of  £ao  is  received  in  paymmit  of  a  debt,  then  debited  in 
the  Cfish  Book  and  posted  to  the  credit  of  the  debtor's 
account  in  the  Ledger ;  it  is  then  credited  to  Cash  and 
debited  to  Bank,  but  never  actually  paid  into  the  bank. 
An  entry  is  now  made  in  the  Ledger  debiting  aoma  expense 
account  and  the  Bank  Account  as  credited :  the  balance  of 
the  Bank  Account  will  now  agree  with  the  Bank  Pass  Book 
balance.  But  if  all  the  entries  in  the  Bank  Pass  Book  are 
checked  with  the  Bank  Account  this  will  be  discovered  and 
the  fraud  detected. 

The  debit  side  of  the  Cash  Book  consists  chiefly  of  tiie 
debts  paid  by  customers,  and  these  receipts  should  be  com- 
pared with  counterfoil  receipt  books  where  practicable,  in 
order  to  ascertain  that  all  cash  received  has  been 
accounted  for.  Otber  receipts,  such  as  Ipaps  on  morlgage 
of  properties,  should  be  ve^^fftj^^bpu^^i^l^ce 
relating  to  them,  especially  letters  accompanying  the 
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amount!;  received.  After  checking  the  additions  and 
examining  the  balance  of  cash  in  hand  nui  audit  of  the 
Cash  Book  is  now  completed. 

The  Bill  Book  will  now  require  our  attention. 

The  passing  of  bills  through  the  Cash  Dook  when  they 
are  drawn  should  be  emphatically  condemned.  At 
maturity,  or  when  discounted,  they  must  be  passed  through 
the  Cash  Book  if  columns  are  used  for  a  T^dger  Bank 
Account ;  but  when  a  bill  receivable  or  payable  is  drawn 
or  accepted  the  entries  should  be  made  in  the  Bill  Book 
only  and  posted  therefrom  to  the  Ledger  Accounts.  Should 
the  first-named  method  be  in  use  every  entry  in  the  Cash 
Book  must  be  carefully  compared  with  the  Bill  Book 
entries,  and  also  with  the  Bank  Pass  Book  when  they  are 
paid  in  for  account  or  collection. 

Entries  have  been  so  worked  at  the  close  of  a  period  as 
to  deceive  in  regard  to  the  actual  balance  of  bills  in  hand. 

The  auditor  should  observe  whether  the  bills  are  being 
met  regularly,  for  where  there  are  constant  renewals 
suspicions  will  be  caused  as  to  the  value  of  the  debts 
represented  by  them,  and  in  the  preparation  of  a  Balance 
Sheet  he  would  be  inflaenced  by  the  result  of  such 
observation. 

All  accommodation  bills  should  be  separately  classed  as 
loans. 

I  have  now  dealt  with  4he  four  principal  books  in  which 
entries  are  made  for  the  first  time.  Each  kind  of  business 
requires  certain  additional  subsidiary  books,  such  as 
Returns  and  Allowances  Books  in  and  out,  Commission 
and  Travelling  Expenses  Books,  &c.  The  balk  of  the 
transactions,  however,  appear  in  the  four  books  named, 
and  I  have  suggested  methods  by  which  the  laborious 
work  of  checking  each  item  may  be  avoided.  Of  course, 
if  the  instructions  are  for  an  exhaustive  audit  it  would  be 
necessary  to  check  every  item. 

I  will  briefly  allude  to  the  Journal. 

In  importing  and  exporting,  shipping  and  shjpowning, 
businesses  it  is  a  niuiit  important  and  essential  book,  but 
in  the  accounts  of  trading  concerns  it  is  chiefly  used  for 
capital,  opening,  closing,  and  casual  entries,  and  transfers 
from  one  Ledger  Account  to  another.  It  also  shortens 
postings  in  businesses  having  many  departments.  I 
believe,  however,  in  postihg  tot.ils  direct  from  the  primary 
books  to  the  Nominal  Ledger  Accounts  where  possible, 
especially  in  manufacturing  and  trading  businesses  wfaere 
the  transactions  are  generally  of  one  kind.  All  entries 
should  be  checked  by  original  documents  where  possible, 
and  all  postings  from  the  Journal  to  the  Ledger  Accounts. 

We  must  pass  now  to  a  consideration  of  the  Ledger. 

If  previous  audits  have  been  done  by  another  person  it 
would  be  necessary  first  of  all  to  satisfy  oneself  that  the 
starting  balances  of  the  accounts  at  the  beginning  of  the 
period  to  be  audited  agreed  with  the  amimnts  in  the 
Balance  Sheet  made  out  for  that  date. 


That  having  been  done  and  the  Ledger  additions  having 
been  checke<l,  we  proceed  to  check  the  Trial  Balance. 
l>R>St  and  Ixiss  Account,  and  Balance  Sheet,  which  ought 
to  have  been  prepared  by  the  bookkeeper.  When  this  is, 
finished  we  may  be  said  to  have  completed  the  detail 
work  of  the  audit.  The  Profit  and  Loss  Account  and  the 
Balance  Sheet  give  the  result  of  the  business  according  to 
the  books  and  show  what  the  accounts  say. 

We  will  now  proceed  to  consider  if  the  accounts,  as  they 
have  been  made  up  by  the  bookkeeper,  tell  the  whole 
truth. 

In  this  part  of  the  work  questions  of  principle  come  in 
and  have  to  be  carefully  considered  ;  particularly  so  if  the 
accounts  be  those  of  a  limited  liability  company.  The 
memorandum  and  articles  of  association  usually  lay  down 
certain  lines  for  the  conduct  of  the  business,  &nd  it  is  the 
duty  of  an  auditor  to  point  out  where  such  lines  have 
been  deviated  from  or  where  directors  have  exceeded  theii 
powers.  Then  there  are  the  ever  present  questions.  Which 
is  capital?  and  Which  is  revenue? 

1M  us  imagine  the  Profit  and  T.oss  Account  and  Balance 
Sheet  of  a  large  commercial  business  having  a  house  in 
Ix>ndon  and  one  in  Auckland. 

The  gross  Revenue  or  Trading  Account  ^ould  only 
contain  such  earnings  and  expenditure  as  are  really 
applicable  to  the  trade  for  the  period  under  review,  and 
the  balance  thereof  should  be  carried  to  the  net  Revenue 
or  Profit  and  Loss  Account,  where  any  items  not  properly 
chargeable  against  trading  may  be  included. 

The  Revenue  Account  must  include  all  earnings  and 
expenses  for  the  period  under  review,  not  simply  those 
actually  received  or  paid,  but  also  those  that  have  accrued. 
This  distinguishes  a  Revenue  Account  from  a  statement  of 
mere  receijits  and  payments. 

We  will  now  consider  the  separate  items  of  this 
account. 

On  the  credit  side  is  brought  down  the  gross  profit  for  the 
year.  This  is  arrived  at  by  adding  to  the  total  sales  the 
stock  in  hand  at  die  close  and  deducting  therefrom  the 
stock  in  hand  at  thi  commencement  of  the  period,  plus  the 
total  purchases.  In  a  manufacturing  business  the  work- 
men's wages  should  also  be  deducted. 

We  have  satisfied  ourselves  as  to  some  of  these  figures 
by  our  previous  examination  of  the  I'urchases  and  Sales 
Day  Books  and  Return  Books,  and  we  should  be  careful 
to  note  that  ihey  did  not  include  any  items  of  machinery 
or  plant,  but  only  goods  for  re-sale.  With  regard  to  stock 
on  hand  at  the  closing  time,  how  far  is  the  auditor  bound 
to  check  the  statement  of  stock?  Cieaerally  he  will  have 
to  accept  as  correct  the  quantities  stated  therein.  He 
should  inspect  the  Stock  Book  where  one  is  kept,  but  tn 

most  cases  he  will  have  ^  jtHf^'^^'^^yt^yO^r^^^'^  °' 
the  manager  and  the  signa!Rires  onhe&eads  of^bpartments 
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and  the  initials  of  the  clerks  who  have  made  the 

extensions. 

In  addition  it  is  an  auditor's  duty  to  take  an  intelligent 
survey  of  the  whole  statement  by  comparing  it  with  the 
previous  one  and  examining  the  prices  with  recent  invoices 
'if  purchases.  Cost  prices  should  be  taken  subject  to  special 
depreciation  for  fall  in  prices,  &c.  The  stock  being  often 
a  main  item  on  the  credit  side  should  be  very  carefully 
dealt  with,  as  it  directly  affects  profits.  The  next  item 
nill  be  profits  made  by  the  branch  office.  The  branch 
nfRce  accounts  are  usually  vouched  by  an  auditor  on  the 
spot. 

Then  will  come  profits  not  derived  from  the  trading  of 
the  concern. 

On  the  debit  side  of  the  Profit  and  \a)ss  Account  all  the 
items  should  be  vouched.  Most  of  these  vouchers  will 
hare  been  seen  when  ezamiiiing  the  Cash  Book,  but  that  is 
not  enough.  The  separation  of  capital  and  revenue  pay- 
ments must  now  be  carefully  considered,  for  it  is  evident 
the  more  you  put  to  capital  the  less  will  be  charged  to 
revenue  expeoditore  and  the  greater  to  balance  of  profit  for 
the  period.  I*  therefore,  insist  upon  checking  the  postings 
<>f  every  capital  item  into  the  Ledger.  I  always  check 
the  postings  tu  every  nominal  account  also,  if  possible, 
but  if  a  revenue  item  be  posted  to  a  wrong  account  no 
great  harm  will  be  done,  but  if  Capital  Account  be  unfairly 
rharged  too  much  profit  may  be  paid  away  as  dividend  to 
shareholders,  against  which  error  the  auditor  should  care- 
fully guard. 

Some  dispute  may  arise  as  to  what  is  capital  expend!- 
tiire.  but  usually  cost  of  material,  labour,  and  manage- 
ment in  the  erection  of  buildings,  machinery,  and  plant 
may  be  fairly  considered  as  capital  outlay,  unless  such 
outlay  is  for  renewals  only.  Extensions  of  works  are 
-.'apital,  but  renewals  and  repairs  are  revenue  charges. 
>ht)uld  very  extensive  repairs  take  place  in  one  year,  thus 
'iving  further  repairs  for  some  years  to  come,  it  is  within 
the  discretion  of  the  auditor  to  apportion  the  amount  over 
several  years.  It  is  always  safe,  however,  to  wipe  out  such 
repairs  as  soon  as  possible. 

Let  us  rapidly  touch  on  the  usual  items  of  expenditure. 

Wages. — ^This  is  often  a  considerable  item.  The  manager 
f  each  department  should  certify  as  to  the  work  done  by 
hi^  employees,  and  should  state  if  the  work  done  is  for 
capital  or  revenue  purposes.  The  Pay  Sheet  extensions 
nr.d  additions  should  be  checked  by  one  clerk  and  the 
wages  should  be  paid  by  another. 

The  Wage  Ijst  should  be  examined  by  the  mani^er  to 
that  no  names  and  amouots  have  been  wrongly 
1  >  luded,  and  he  should  be  present  occasionally  at  the 
a.'toal  paying  of  wages ;  pay  clerks  have  been  known  to 
aaert  names  and  draw  the  money  themselves.  The  auditor 


'  should  check  some  of  the  additions  himself  during  the 
period. 

Salaries. — ^This  account  can  be  examined  more  closely, 
because  the  separate  and  total  salaries  are  fixed  amounts. 
The  recipients  should  sign  in  an  indexed  Salaries  Pay 
Book,  which  is  a  good  form  of  voucher. 

Travelling  Expenses. — These  should  be  vouched  by  the 
travellers  signing  in  the  indexed  Pay  Book. 

Diuounis  and  Ztileretti. — This  ia  an  account  of  amounts 
allowed  to  customers  and  received  from  creditors.  Much 
of  this  account  is  unvouched,  and  can  only  be  checked  in 
a  general  way  by  examining  the  usual  rates  of  discount 
allowed.  Discount  on  bills  discounted  will  be  vouched 
by  the  banker's  statements  and  Pass  Book,  and  discounts 
received  from  creditors  will  be  shown  on  their  receipts. 
Provision  should  also  be  made  for  estimated  discounts  on 
open  accounts — 

Rent,  Kates,  Taxes,  and  Insurance. 

Commissions. 

Trade  Expenses. 

Oj^ee  Expenses. — These  accounts  will  be  vouched  by  the 
usual  receipts  for  payments  referred  to  when  dealing  with 
the  Cash  Book. 

Repairs  to  Buildings,  Machinery,  and  Plant. — It  is  to  the 
interest  of  the  company  that  these  properties  are  main- 
tained in  a  thorough  state  of  efficiency.  Indeed  some 
auditors  do  not  object  to  this  account  being  overcharged 
for  the  benefit  of  Capital  Outlay  Accounts,  as  they  call  it 
"erring  on  the  right  side,"  but  this  is  misleading  as  to  the 
cost  of  producing  goods,  which  may  cause  loss  of  business, 
and  care  should  be  taken  to  charge  this  account  vrith  the 
proper  items  only. 

Bad  Debts. — llie  individual  accounts  of  debtors  should 
be  carefully  examined  with  some  responsible  officer,  and 
so  much  written  off  as  ia  irrecoverable ;  a  provision  should 
also  be  made  for  doubtful  debts  by  means  of  a  Reserve 
Account.  Bills  receivable  current  should  be  dealt  with 
likewise. 

Depredation. — Some  difficulty  often  arises  in  dealing 
with  this  account.  It  is  a  correct  principle  that  all  pro- 
perty, whether  fixed  or  not,  when  employed  in  trade  should 
be  considered  to  deteri<»ate  with  use.  But  how  to  assess  the 
rate  of  the  deterioration  is  the  trouble.  Buildings  will  not 
depreciate  so  rapidly  as  machinery.  The  life  of  a  building 
may  be  fifty  years,  while  that  of  a  machine  may  be  only 
a  few  years.  I  always  advocate  the  keeping  of  separate 
accounts  for  land,  buildings,  machinery,  fixed  plant  and 
loose  tools,  as  different  rates  of  depreciation  apply  to  each 
of  them. 

These  ratea  will  be  arrived  at  by  the  experience  of  the 
auditor,  influenced  by  the  c^rcumsta^c^^c^-y^^^Me. 
Sometimes  the  heavy  charges  s  ana  ©pairs 
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durtng  a  period  have  been  made  an  excuse  f<ir  no  depre- 
ciation being  charged,  but  I  hold  that  a  sum  should  be 
chai^d  against  each  year's  profits  in  respect  to  deprecia- 
tion. In  cases  of  omission  the  auditor  should  protect 
himself  by  mentioaing  the  matter  in  his  report. 

Exchanges. — In  dealing  with  fore^n  countries  to  any 
large  extent  an  account  should  be  kept  showing  the 
difference  in  exchange  and  the  net  result  for  the  year. 

We  now  reach  the  third  division  of  the  Profit  and  Loss 
Account,  to  the  credit  of  which  the  balance  of  revenue  is 
carried.   This  side  will  contain  items  not  of  the  nature  ol 
trade  transactions,  such  as  transfer  fees,  whach  should  be 
checked  by  the  number  of  transfers  entered  during  the 
year,  and  all  extraordinary  earnings  on  the  debit  side  are 
placed  in  the  following  accounts :  — 
Debenture  Interest. 
Mortgage  Interest. 
Interest  on  Prepaid  Calls. 

These  accounts  are  checked  by  observing  the  dates  of 
moneys  received  and  the  capital  moneys  repaid.  The  pro- 
duction of  coupons  paid  will  vouch  the  interest  payments, 
and  of  cancelled  debentures  the  capital  repayments.  The 
other  interest  payments  are  vouched  in  the  usual  way. 

Preliminary  Expenses. — This  will  show  the  proportion 
written  off  during  the  year;  the  total  amount  of  these 
expenses  is  usually  written  ofiE  over  a  period  of  three  to 
five  years. 

Gocdwill. — The  writing  off  of  this  account  is  a  very 
debatable  matter.  It  is  an  asset  of  doubtful  value.  In  the 
case  of  a  lease  it  may  disappear  altogether,  and  should  be 
written  off  annually  ;  it  is  only  of  value  whilst  profits  con- 
tinue to  be  made,  and  should  depression  of  trade  set  in 
it  will  also  disappear  altogether.  When  it  exists  in  the 
books  of  a  business  it  should  be  separately  and  clearly 
stated  in  the  Balance  Sheet. 

Ifuomt-tax, — This  being  a  purely  personal  payment  it 
should  be  separately  stated.  It  is  a  tax  upon  profits  and 
not  upon  earnings,  and  when  not  actually  paid  should  be 
provided  for  in  the  Revenue  Account.  If  this  is  not  done 
a  larger  tunount  might  be  drawn  out  of  the  business  than 
ought  to  be. 

Dividends. — The  sum  authorised  to  be  paid  will  be 
found  in  the  Minute  Book.  The  payments  will  be  vouched 
by  the  returned  dividend  warrants,  Mangr  large  companies 
pay  the  exact  total  amount  of  the  dividends  into  a  special 
Bank  Account,  deducting  the  tax  where  necessary.  A 
statement  from  the  bank  showiing  the  amount  of  dividend 
warrants  paid  may  be  safely  accepted  by  the  auditor  as 
sufficient  evidence  without  going  over  every  separate 
dividend  warrant. 

Where  numerous,  a  special  Bank  Account  is  also  often 
opened  to  provide  for  payments  of  interest  on  debentures. 

Balance, — The  balance  of  the  Revenue  Account  will 
represent  the  profit  or  the  loss,  as  the  case  may  be,  and  will 


appear  in  the  Balance  Sheet  among  the  liabilities  in  the 

case  of  profit,  and  in  the  assets  in  the  case  of  loss. 

We  will  now  turn  to' the  Balance  Sheet. 

Our  previous  examination  of  the  Profit  and  I..oss  Account 
will  assist  us  materially  in  checking  the  items  contained 
in  the  Balance  Sheet.  A  great  deal  of  care  is  needed  here, 
as  there  is  a  natural  inclination  to  state  the  assets  t'lo 
favourably  and  to  understate  the  liabilities.  Vou  must, 
therefore,  use  your  best  judgment  upon  every  item,  and  not 
be  influenced  by  future  prospects,  however  promising. 
Every  possible  information  should  be  obtained  until  you 
are  able  to  form  a  reliable  opinion.  Securities  should  be 
examined,  valuations  obtained,  documents  and  certificates 
inspected.  The  statement  when  certified  becomes  that  of 
the  auditor,  and  he  cannot  put  the  responsibility  of  it 
upon  anyone  else,  imless  he  publicly  states  he  has  bad  to 
accept  certain  values  because  he  could  not  obtain  any 
better  evidence  in  regard  to  them. 

On  the  assets  side  the  first  item  is  usually  Land  and 
Buildings.  This  is  a  case  where  no  prc^r  valuation  can 
often  be  obtained.  The  purchase-price  is  probably  given 
in  the  prospectus  of  a  company,  and  we  are  then  entitled 
to  make  use  of  that  amount.  The  present  value  may  be 
less,  but  without  a  formal  valuation  we  cannot  give  other 
figures :  we  can  only  state  it  to  be  cost  price,  uid  show 
the  additions  to  and  die  depreciation  written  off  since. 

Maelunery  and  Plant. — The  same  remains  will  apply 
hereto. 

Loose  ToolSf  Horses^  Carts,  &'c, — By  far  the  best  plan  is 
to  have  a  valuation  made  at  each  stocktaking  of  these 
assets  and  properly  certified. 

The  matter  of  depreciation  must  ever  be  kept  fully  in 
view  by  the  auditor,  and  if  nothing  is  charged  for  it  against 
profits  the  facts  must  be  clearly  stated  in  his  report. 

Goodwill. — I  have  already  dealt  with  this  item,  and  will 
only  say  that  the  original  price  paid  for  it  and  the  sum 
written  off  should  be  shown. 

Stock-in-Trade. — ^This  will  be  vouched  by  detailed  valua- 
tions, duly  certified  by  responsible  managers,  and  should 
be  carefully  inspected  by  the  auditor,  who  may  not  be 
able  to  put  absolutely  correct  values  upon  it,  but  who  can, 
however,  exercise  certain  checks  with  invoices,  cost 
sheets  of  production,  &c. 

Book  Debts* — ^Lists  of  all  open  accounts  should  be 
checked  with  the  Ledger ;  instances  of  fraud  have 
occurred  where  lists  have  been  produced  and  not  checked. 
It  is  also  necessary  that  the  lists  be  gone  through  by  the 
auditor,  that  he  may  judge  if  the  accounts  are  good  by 
observing  tiie  age  of  each  debt  and  ascertaining  the  length 
of  credit  usually  allowed.  The  use  of  a  monthly  Balance 
Book  is  of  great  value,  and  is  to  be  strongly  recommended 
as  being  a  means  of  clearly  showing  by  comparison  the 
monthly  position  of  each  debtor  to  the  business.  All 
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accounts  that  are  known  to  be  bad  should  be  written  oS 

ai  once. 

Bills  Receivable. — ^The  balance  of  this  account  should  be 
Touched  by  the  production  of  the  hills  themselves,  and  any 
renewals  should  be  specially  looked  into.  Bills  dis- 
counted and  still  current  must  be  stated  as  a  contingent 
liability  and  carried  short  on  the  Balance  Sheet. 

Bant  Balanee  and  Cash-in-Hand. — The  balance  in  the 
bank  will  be  vouched  by  the  Pass  Book  and  banker's  cer- 
tificate ;  the  cash-iQ-hand  should  be  peud  into  the  bank  on 
the  last  day  of  the  period  under  audit,  or  first  thing  next 
day.  Where  this  is  not  possible  it  should  be  counted  and 
certified  by  one  of  the  managers. 

Preliminary  Expenses. — These  expenses  are  unavoidable 
in  the  fonnatioo  of  a  company,  and  include  preparation  of 
the  memorandum  and  articles  of  association,  printing, 
stationery,  books,  advertising,  plans,  and  all  expenses 
usually  up  to  the  allotment  of  shares,  though  there  is  no 
bard  and  fast  rule.  If  the  business  were  to  fail  no  value 
would  attach  to  this  item,  so  it  should  be  made  to  dis- 
appear as  rapidly  as  possible. 

Rent,  Kates,  Taxes,  and  Insurance  Paid  in  Advance. — The 
amuunt  of  this  item  should  be  vouched  by  schedules, 
giving  full  particulars  of  each  item  paid. 

Investments. — The  scrip,  bonds,  certificates,  and  other 
!iecurities,  or  the  certificates  of  responsible  persons,  should 
be  seen.  No  depreciation  need  be  deducted  except  from 
investments  of  a  wasting  nature,  such  as  shares  in.  a  single- 
ship  company. 

On  the  liabilities  side  will  first  appear  the  ^are  capital, 
lleic  should  be  stated  distinctly  the  authorised  nominal 
capital  carried  short  and  ruled  off.  Then  the  subscribed 
capital,  with  the  amount  called  up  and  paid  up,  stating  the 
calls  in  arrear  and  calls  paid  in  advance,  if  any,  and  the 
net  amount  received  carried  out  into  Cash  column. 

These  points  should  be  made  known,  so  as  to  give  the 
sbaieholders  full  knowledge  of  their  interest  in  Hie  com- 
pany, and  also  to  inform  the  public  who  allow  a  number 
■jf  people  to  trade  with  limited  liability. 

There  will  appear  debentures  and  loauis  on  mortgage. 
These  will  be  vouched  by  comparisoa  with  the  Minute 
Boidi,  and  the  moneys  received  on  account  of  them  and 
»lure  capital  will  be  checked  with  the  debtor  side  of  the 
Cash  Book. 

Biils  Payable  will  be  checked  by  the  Bill  Book. 

Sundry  Creditors  must  be  checked  by  detailed  lists  and 
the  I^edger  Accounts.  All  the  necessary  entries  should 
luve  been  made  to  include  every  known  liability  accrued 
3p  to  the  date  of  the  balance,  not  omitting  interest  on 
•iebentures  and  loans,  which  diould  be  checked  with  the 
Kcvenue  Account  debits, 

Drafts  in  Transit.— This  is  a  temporary  account  opened 


at  balancing  time  to  make  the  books  at  the  head  office  and 
the  branch  office  agree ;  it  disappears  as  soon  as  the  bills 
are  presented  and  accepted. 

Reserve  Fund. — The  sums  placed  to  credit  of  this  acconnt 
are  authorised  by  special  minutes,  which  should  be 
examined  by  the  auditor  to  see  if  the  correct  amounts  are 
set  aside.  I  think  there  should  be  no  luch  fund  opened 
while  there  is  an  amount  for  preliminary  expenses 
included  on  the  assets  side  of  a  Balance  Sheet,  but  it  is 
sometimes  done. 

The  only  remaining  item  is  the  badance  brought  from  the 
Net  Revenue  Account,  as  to  which  we  satisfied  ourselves 
when  exanuning  that  account.  As  you  are  doubtless  aware, 
in  the  books  of  a  private  firm  this  amount  is  credited  or 
debited  to  the  partners'  Capital  Accounts,  but  in  a  limited 
company's  books  it  remains  as  a  Profit  and  Loss  Account, 
subject  to  sums  transferred  to  Dividend  and  Reserve 
Accounts. 

Contingent  liabilities,  when  they  exist,  should  be  stated, 
but  the  amount  should  be  only  carried  short,  and  not 
included  in  the  total  of  the  Balance  Sheet. 

It  is  now  the  duty  of  the  auditor  to  certify  to  the  share- 
holders the  result  of  his  work.  If  he  has  found  the 
accounts  to  represent  a  true  and  correct  view  of  the  state 
of  the  company's  affairs  it  is  his  privilege  to  state  this  in 
bis  report;  but,  if  he  is  not  satisfied,  be  should  make  a 
special  report  to  the  members,  giving  his  reasons  for  not 
signing  the  Balance  Sheet.  A  special  report  may  injure 
the  company  and  the  shareholders^  in  whose  interests  the 
auditor  is  acting,  and  should  be  made  with  every  care,  and 
only  when  absolutely  necessary. 

In  this  short  review  of  auditing  I  have  endeavoured  to 
explain  a  method  of  examining  the  books  of  a  business,  so 
as  to  ascertain  in  a  reasonable  time  what  they  say.  I  may 
have  omitted  some  points,  but  I  believe  I  have  dealt  with 
the  important  ones.  I  hope  you  will  have  gathered  from 
my  remarks  the  following  facts : — 

That  the  audit  of  the  accounts  of  a  large  business 
involves  a  considerable  amount  of  labour ;  that  to  be  ol 
any  use  an  audit  must  be  methodically  conducted that  an 
auditor's  position  should  be  independent  and  confidential, 
and  that  his  report  must  be  truthful. 

The  wider  an  auditor's  experience  the  mure  effective  will 
his  audit  be  and  the  mure  able  will  he  be  to  point  out 
improvements  where  necessary,  and  where  they  can  be 
introduced.  A  great  deal'  of  help  and  information  is 
obtained  by  tact  and  courtesy  in  our  dealings  with  our 
clients — sharpness  and  trickiness  are  a  mistake. 

An  auditor  who  refuses  to  subscribe  his  name  to  any 
certificate  that  conceals  a  doubtful  state-of  affairs  jwill 
eventually  gain  the  respect  o&^ii j^i^VajldO^DSll 
also  satisfy  his  own  self-esteem. 
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Anntcfpal  Reserve  fnnJbB  ati& 
jS)£precfation. 


Thk  fifth  annual  coafereoce  of  the  Municipal  Tramways 

Assuciation,  held  at  the  end  of  last  month,  was  again  the 
occasion  for  the  reading  of  some  interesting  papers  on 
subjects  within  the  Association's  sympathies.  In  the 
course  of  an  able  presidential  address  Mr.  J.  B.  Hamiltoni 
nf  Leeds,  is  reported  to  have  said  :  — 

"The  necessity  for  reserve  in  addition  to  maintenance 
□ut  of  revenue  is  a  burning  topic  on  many  committees; 
difierent  policies  have  been  adopted,  wiiich  may  roughly 
be  grouped  under  these  heads:— (tt)  Those  who  take  all 
surplus  profits  (after  providing  working  charges,  interest, 
and  sinking  fund)  to  a  Renewals  and  Depreciation 
Account  in  some  form  or  other ;  {i)  the  other  extreme, 
where  only  the  working  charges,  interest,  and  sinking 
fund  are  retained,  and  the  whole  of  the  balance  paid  in 
relief  of  rates ;  [c]  the  medium  policy,  such  as  has  been 
adopted  in  Leeds,  where  a  substantial  sum  has  been  set 
apart  out  of  each  year's  profits  to  form  a  reserve  for 
renewals  and  depreciation,  and  the  balance  of  profit 
(averaging  in  Leeds  during  the  past  five  years  about 
j£54,ooo  per  annum)  applied  in  relief  of  rates.  Our  reserve 
fund  so  accumulated  now  amounts  to  j^i  18,500,  represent- 
ing nearly  10  per  cent,  on  the  capital  expenditure,  in 
addition  to  the  Sinking  Fund  Account,  which  now 
amounts  to  £i'js,aoo,  making  a  total  of  the  two  funds 
;^293,7oo,  or  about  22  per  cent,  on  the  capital  expenditure. 

"In  our  earlier  days  some  members  of  our  council  main- 
tained that  we  had  no  right  by  law  to  form  a  reserve  fund, 
but  that  all  profits,  after  providing  for  interest  and  sink- 
ing fund,  must  automatically  pass  to  the  city  fund.  My 
committee,  however,  were  unanimous  as  to  the  advisa- 
bility of  our  forming  such  a  fund,  and  the  councjl,  with 
some  protests,  allowed  it  to  be  commenced,  and  in  1904 
obtained  powers  from  Parliament  in  their  Consolidation 
Bill  to  set  aside  a  sum  not  to  exceed  at  any  one  time  a 
sum  equal  to  one-fifth  of  the  aggregate  capital  expendi- 
ture for  the  time  being — i.e.,  not  more  than  20  per  cent. 
Without  venturing  to  offer  an  opinion  on  this  vexed  ques- 
tion as  to  a  general  practice,  I  may  say  that  we  in  Leeds 
are  quite  satisfied  with  the  financial  position  of  our  under- 
taking, and  consider  it  a  sound  policy  for  the  ratepayers  to 
receive  some  benefit  in  the  relief  of  rates  as  interest  on 
the  capital  employed,  for  which  they,  as  ratepayers,  are 
responsible." 

In  this  connection  notice  may  be  made  of  an  interesting 
report  made  by  the  professional  auditor  to  the  Newcastle- 
on-Tyne  Corporation  and  the  tramways  manager  of  the 
s.ime  town  :  — 

"Although  the  Reserve  Account  now  stands  at  £133,173, 
the  auditor  says  that  in  the  opinion  of  the  manager  (Mr. 


Hattoa)  it  should  be  ;^i89,i37,  or  ^^60,954  more,  against 
wiiich  there  is  a  surplus  on  the  Revenue  Account  for  the 
past  year  of  ;^i8,704.  The  auditor  suggests  that  the  latter 
sum  should  be  carried  to  the  Reserve  Account.  *  The  true 
friends  of  municipal  trading,'  says  Mr.  Hatton,  *  are  those 
who,  in  addition  to  paying  the  interest  and  redemption 
provided  for  by  the  several  Acts  under  which  the  tram- 
ways are  constructed,  are  endeavouring  to  build  up  a 
reserve  and  renewals  fund  for  the  time  that  will  too  surely 
arrive,  and  by  thus  putting  the  undertaking  on  a  sound, 
business-like  footing  at  the  present  moment  they  will 
prevent  what  will  otherwise  be  a  blow  to  municipalisation. 
Reference  has  been  repeatedly  made  in  the  press  that  it  ii> 
not  necessary  to  have  a  reserve  and  renewals  fund,  and 
the  friends  of  municipal  trading  who  argue  on  those  lines 
— viz.,  that  the  whole  of  the  net  surplus  should  be  devoted 
to  the  relief  of  the  rates,  or  the  reduction  of  fares,  &c.,  and 
that  no  such  fund  is  necessary,  seeing  that  the  capital  is 
being  redeemed — are  thereby  placing  the  undertaking  in  a 
false  position ;  and  it  is  only  a  question  of  years  before 
this  fact  will  be  demonstrated.  The  statement  that  no 
reserve  or  renewals  fund  is  necessary  would  be  strictly 
correct  if  the  life  of  the  various  parts  of  the  undertaking 
coincided  with  the  terms  of  borrowing;  but  since  the 
life  of  these  various  parts  of  the  undertaking  is  shorter 
than  the  periods  the  loans  are  granted  for,  and  as  the 
corporation  cannot  reborrow  without  first  redeeming  the 
outstanding  loans,  then,  when  these  parts  are  worn  out 
and  require  renewing,  it  will  be  necessary  to  levy  a  rate 
for  that  purpose.' " 

From  a  further  report  of  the  proceedings  of  the  tramways 
conference  in  the  columns  of  the  Muuieipal  Journal  we 
extract  the  following: — 

'A  debate  on  depreciation  followed  Mr.  Holford's 
paper  on  the  life  of  a  tram  rail.  Mr.  J.  McCormick 
(Belfast)  agreed  generally  with  the  doctrine  laid  down  by 
the  writer  of  the  paper  in  respect  to  the  qu^ion  of 
renewals,  so  far  as  cars  and  overiiead  equipment  were 
concerned.  Having  regard  to  the  fact  that  many  corpora- 
tions were  only  commencing  their  tramway  undertakings, 
and  were  more  or  less  handicapped  at  the  initial  stages, 
he  thought  they  should  not  burden  themselves  with  a 
heavy  depreciation  fund.  Mr.  Flint  (Leicester)  remarked 
that  those  of  them  who  were  strongly  in  favour  of  the 
municipalisation  of  tramways  and  some  other  under- 
takings, were  moat  anxious  that  these  should  all  be  placed 
upon  a  proper  footing.  Of  course,  a  sinking  fund  was  a 
depreciation  fund.  How  far  they  should  supplement  that 
by  another  was  a  matter  for  them  to  discuss.  Personally, 
he  thuught  there  was  much  need  for  it.  They  did  not 
know  yet  how  great  the  responsibility  might  be,  and  as 
wise  men,  looking  to  (^^(3^^^f^P^llc<l  t'' 

provide  against  anything V^at  might  arise.  Olr.  Stephen 
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SelloD  (London)  said  a  sinking  fund  was  not  a  deprecia- 
ti»n  fund,  nor  could  it  ever  be.  It  simply  meant  that  a 
sum  of  money  was  pnt  aside  so  that  when  the  term  of 
years  expired  for  which  the  sum  of  money  was  borrowed 
the  money  should  be  paid  back.  Depreciation  was  a 
different  thing,  because  it  meant  money  for  renewing  their 
material  before  that  date  had  expired.  If  they  borrowed 
money  for  twenty  years  they  found  some  of  their  material 
worn  out  before  thait  date.  Mr.  J.  Dalrymple  (Glasgow) 
said  the  Corporation  of  Glasgow  had  never  set  aside  one 
single  penny  more  tlian  it  considered  necessary  to  meet 
renewals  and  depreciation.  If  he,  as  an  individual, 
borrowed  ;^i,ooo  to  start  business  he  must  pay  that  hack 
again  before  he  was  a  free  man.  He  looked  upon  the 
business  of  tramways  started  by  a  corporation  just  the 
same  as  an  individual  starting  a  business,  and  he  thought 
its  first  duty  was  for  a  corporation  to  free  itself  of  debt, 
beranse  the  business  did  not  belong  to  it  until  it  had 
done  90." 


Wr  extract  from  The  Times  the  following  description  ot 
tins  new  building  :— 

The  new  building  which  is  to  take  the  place  of  the  out- 
nf-date  and  inadequate  one  familiarly  known  as  the  Old 
Bailey,  and  thus  afford  a  more  convenient  home  for  the 
Central  Criminal  Court,  is  now  practically  complete.  The 
finiabiag  touches  are  rapidly  being  given  to  it,  and 
although  no  date  has  yet  been  fixed  for  the  formal  open- 
ing, everything  will  very  shortly  be  ready  for  the 
performance  of  the  ceremony  and  for  the  transaction  of 
business,  whkh  will  immediately  follow.  The  new 
Sessions  House  has  been  erected  at  a  cost  of  some 
^'400,000  from  designs  by  Mr.  E.  W.  Mountford,  the 
arrhitect,  whose  plans  have  been  carried  out  by  Messrs. 
Holloway  Brothers,  the  contractors.  It  stands  on  4he 
>ite  of  the  old  Novate  Prison,  the  proper^  of  the  Corpo- 
ration of  London,  whose  City  Lands  Committee,  of  which 
Mr.  Alexander  Ritchie  is  chairman,  is  responsible  for  the 
lew  building. 

Tbe  new  Sessions  House  is  a  four'Storey  building,  the 
principal  facade  of  which  looks  on  to  the  thoroughfare  of 
the  Old  Bailey,  from  which  access  is  gained  to  the  main 
•lUance  by  a  flight  of  stone  steps.  After  ascending  these 
^teps  the  public  will  pass  into  a  spacious  hall  on  the 
jronnd  floor.  This  hall,  which  mns  practically  through 
'be  wbole  length  of  the  building,  is  adorned  by  marble 
ilumns,  and  leading  out  of  it  on  either  side  are  double 
-rridors,  with  stone  arches  supported  by  columns  of 
'  Cerent  kinds  of  marble.   It  is  interesting  to  luUe  in  this 


connection  that  the  foreign  marbles  largely  used  in  the 
construction  of  the  buflding  have  been  entirely  worked 
and  finished  in  this  country.  The  ball  and  corridors  on 
the  ground  floor  lead  to  the  indictment  office  and  the 
offices  of  the  public  officials  connected  with  the  Courts. 
At  one  end  of  this  floor  is  a  public  refreshment  room  of 
spacious  proportions.  It  has  been  decided  that  no 
alcoholic  Ilquot^  shall  be  sold  in  this  room.  There  are  also 
on  this  floor  very  large  genera!  waiting-rooms  for  male 
and  female  witnesses,  a  grand-juiy  room,  and  other  apart- 
ments. A  staircase  leads  from  the  hall  into  the  basement, 
which  contains  the  heating  and  ventilating  apparatus  and 
public  conveniences. 

A  fine  staircase  of  alabaster,  verde  antique,  and  Hopton- 
wood  marbles  leads  immediately  from  the  entrance  hall  to 
the  first  floor.  Here  is  to  be  seen  the  most  striking  feature 
of  the  building.  It  is  a  handsome  hall,  corresponding  to 
what  in  French  Law  Courts  is  designated  the  salU  des  fas 
perdus.  The  middle  of  ithe  hall  is  surmounted  by  a  dome. 
On  the  panels  of  the  dome,  as  seen  from  the  floor  of  the 
hall,  are  allegorical  paintings  representing  Truth, 
Wisdom,  Knowledge,  and  Labour,  the  last  of  these>being 
depicted  in  the  guise  of  an  idealised  figure  of  a  working 
man.  These  are  the  work  of  Mr.  G.  Moira,  professor  of 
painting  at  Soutii  Kensington.  The  pendentives  which 
support  the  dome  have  been  sculptured  by  Mr.  Pomeroy, 
A.R.A.,  with  figures  representing  Justice,  Mercy,  Charity, 
and  Prudence,  with  various  emblematical  figures  around 
them.  On  either  side  of  the  hall  with  the  dome  and  form- 
ing one  with  it,  are  subsidiary  halls  with  domed  skylights 
supported  by  arches  containing  lunettes  in  which  are 
paintings  by  Sir  William  Richmond,  R.A.,  and  Professor 
Moira.  Sir  W.  Richmond  has  chosen  a  pastoral  scene 
representing  the  golden  age,  which  he  has  painted  on  the 
wall  in  tempera.  Professor  Moira's  pictures  are  three  in 
number,  and  represent  the  law-givers  Moses  and  King 
Alfred,  and  the  paying  of  homage  to  Justice.  Justice  has 
St.  Paul's  Cathedral  as  a  background,  and  kneeling  before 
her  are  the  figures  of  a  number  of  well-known  English 
statesmen,  soldiers,  and  divines,  some  of  whom  have  but 
lately  passed  away,  while  others  still  survive.  These 
pictures  are  oil  paintings  on  canvas,  and  have  been 
affixed  to  the  walls.  Hie  City  arms,  it  may  be  added,  are 
frequetitly  introduced  in  the  details  of  the  decoration  of 
the  hall.  Two  handsome  stained-glass  windows  add  to 
the  effect  of  this  part  of  the  new  Sessions  House.  They 
have  been  inserted  under  the  arches  supporting  the  ceiling 
of  the  staircase  leading  into  this  hall.  The  upper  window 
is  a  bull's-eye  window  containing  the  arms  of  the  Recorders 
of  London.  Beneath  is  a  semi-circular  window  containing 
the  Royal  Arms,  the  arms  of  the  City  of  Londtm.  those 
of  the  City  of  Westminster,  and  others. 

On  the  same  fl<H>r  are  the  four  Courts,  which  out 
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of  the  hall  just  described.  Tliese  Courts  appear  to  be  in 
every  way  well  adapted  for  the  fidministxatioa  of  justice. 
There  are  two  large  and  two  smaller  Courts.  The  prin- 
cipal Court  is  a  handsome  and  dignified  chamber  with 
good  accommodation  for  all  concerned  in  the  proceedings 
of  a  criminal  tilal.  Tihe  gallery  space  for  the  spectators 
is  not  large,  and  has  been  purposely  restricted.  Those 
seeking  admission  to  the  galleries  will  gain  access  to  them 
direct  by  a  special  entrance  in  Newgate  Street,  and  will 
not  pass  through  the  principal  halls.  Counsel  will  also 
enter  by  a  door  set  apart  for  them  in  Newgate  Street,  and 
will  thus  avoid  Qie  crowding  and  cariosity  of  the  public. 
Beneath  the  Courts  there  are  four  floors  of  cells,  which 
number  about  120.  These  are  so  arranged  that  the  dock 
of  the  Court  is  immediately  connected  with  the  cells.  The 
Courts  are  pannelled  with  oak,  which  gives  them  a  rich 
and  at  the  same  time  a  severe  appearance.  The  Judges 
will  have  private  entrances  to  the  Courts  as  well  as 
private  rooms,  and  the  accommodation  for  them  is  kept 
entirely  distinct  from  the  hall  and  the  parts  of  the  building 
to  which  the  public  have  access, 

Tbfi  civic  apartments  are  a.notlble  feature  of  the  new 
building.  There  will  be  a  drive  by  which  the  carriages  of 
the  I.ord  Mayor  and  the  Judges  will  enter  the  precincts 
of  the  Sessions  House.  This  will  lead  to  a  special 
entrance,  from  which  access  will  be  had  to  the  Courts  by 
maaus  of  a  handsome  oak  staircase.  The  Lord  Mayor's 
room  is  the  most  elaborate  of  the  private  apartments,  and 
is  panelled  in  oak  enriched  villi  carvings. 

The  second  floor  contains  the  committee  rooms,  dining 
rooms,  rooms  for  the  members  of  the  bar,  the  representar- 
tives  of  the  Press,  and  barristers'  and  solicitors'  clerks. 
On  the  third  floor  are  the  kitchen  and  other  offices.  The 
whole  building  is  ventilated  and  warmed  on  1}ie  Plenum 
system,  which  has  been  adopted  with  a  view  to  obtaining 
pure  air,  an  eqiuble  temperature,  and  absence  of 
draughts. 

An  improvement  much  needed  has  been  effected  in 
regard  to  the  conveyance  of  prisoners  to  the  Courts,  so  as 
to  prevent  them  from  being  objects  of  curiosity  to  the 
crowds  who  are  apt  to  collect  in  the  neighbourhood  of 
Courts  of  Justice.  The  van.  containing  the  prisoners  will 
be  driven  immediately  into  a  covered  courtyard  containing 
the  cells,  and  the  prisoners  -will  not  be  visible  till  they 
are  called  upon  to  take  their  trial. 
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Bankruptcy  Law  Amendment. 


TN  our  issue  of  the  Z4th  April  last  we 
^  stated  that  we  had  heard,  from  a  source 
usually  well-informed,  that  there  was  an 
inquiry  on  foot  into  the  working  of  the 
existing  Bankruptcy  Acts,  which  might  be 
expected  to  lead  in  the  near  future  to  a  report 
by  the  Board  of  Trade  with  a  view  to  further 
legislation  for  an  extension  of  officialism  which 
would  pro  tanto  damage  the  interests  of  the 
accountancy  profession.  The  uherent  pro- 
bability of   this  stateU^^^r^sbift^^a^ 
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shattered  by  the  public  announcement,  made 
almost  at  the  same  time,  that  the  Board  of 
Trade  had  appointed  a  Departmental  Com- 
mittee to  inquire  into  the  working  of  the 
Bankruptcy  Acts,  which  included  the  Presi- 
dent of  the  Institute  of  Chartered  Accountants, 
together  with  representatives  of  the  Law 
Society,  the  Chambers  of  Commerce,  and  the 
Trade  Protection  Societies ;  for  no  sane  busi- 
ness men  would  be  likely  at  this  time  of  day  to 
regard  it  as  being  in  the  interests  of  creditors 
generally  that  the  dilatory,  expensive,  and 
inefficient  methods  of  Official  Receivers  should 
be  substituted  for  the  employment  of  profes- 
sional accountants,  whose  livelihood  naturally 
depends  upon  the  success  with  which  they 
serve  the  interests  of  their  clients  the  creditors, 
tt  would  not  be  necessary  to  go  very  far,  how- 
ever, in  order  to  find  a  precedent  for  a  Depart- 
mental Committee  whose  recommendations  had 
been  entirely  ignored,  and  had  formed  the 
preface  to  the  introduction  of  a  Bill  framed 
upon  quite  antagonistic  lines ;  and  it  is  quite 
certain  that  such  a  Bill  as  that  which  we 
referred  to  last  week,  providing  for  the  com- 
pulsory publication  and  official  audit  of 
solicitors*  accounts,  was  never  produced  by  the 
Departmental  Committee  on  Bankruptcy  now 
sitting.  Under  these  circumstances  we  feel 
hardly  inclined  to  be  sceptical  when  our 
informant  of  April  last  tells  us  that  he  has 
been  given  to  understand  that  the  Board  of 
Trade  Bankruptcy  Bill  will  provide  tnUr  alia 
a  clause  enabling  the  Board  of  Trade  to  fix  the 
remuneration  of  a  trustee  in  bankruptcy  in  all 
cases,  even  although  neither  creditors  nor  the 
bankrupt  be  dissatisfied  with  the  remuneration 
voted  by  the  creditors,  or  by  the  committee  of 
inspection,  as  the  case  may  be. 
It  is  just  possible  that  when  theevidence  taken 


by  the  Departmental  Committee  has  been  pub- 
1  iShed  it  maybe  found  that  there  are  isolated  cases 
of  excessive  remuneration  that  call  for  an 
amendment  of  Section  72  (2)  of  the  Bank- 
ruptcy Act,  1883,  which  provides  that  if  one- 
fourth  in  number  or  value  of  the  creditors 
dissent  from  the  resolution,  or  the  bankrupt 
satisfies  the  Board  of  Trade  that  the  remunera- 
tion  is  unnecessarily  large,  the  Board  of  Trade 
shall  fix  the  amount  of  the  remuneration  voted 
to  the  trustee.  But  it  is  difficult  to  imagine 
cases  in  which  anything  approaching  three- 
fourths  in  number  or  value  of  the  creditors 
would  deliberately  vote  remuneration  to  a 
trustee  for  services  rendered  which,  in  all 
reasonableness,  would  be  better  and  more  feirly 
employed  in  a  dividend  to  the  creditors ;  while 
the  proviso  that  the  bankrupt  may  himself 
appeal  to  the  Board  of  Trade  provides  an  | 
effective  safeguard  against  any  possibility  of 
collusion  between  the  trustee  and  the  creditors 
(or  the  committee  of  inspection,  as  the  case  i 
may  be)  in  those  few  cases  where  there  remains  ' 
a  surplus  after  payment  of  all  claims  in  full;  in 
which  cases,  of  course,  the  creditors  have  no 
interest  in  keeping  down  expenses.  We  repeat 
that,  in  a  matter  that  affects  the  interests  of 
all  alike,  the  existing  provision,  enabling  the 
Board  of  Trade  to  protect  a  minority  of 
creditors  from  the  over-generosity  of  a  majority 
is  quite  unnecessary ;  and  we  may  add  that  in 
actual  working  the  provision  enabling  the 
bankrupt  himself  to  appeal  constitutes  a 
legitimate  hardship  to  trustees,  in  that  its 
practical  effect  is  that  if,  after  careful  inquiry 
and  a  considerable  expenditure  of  time  and 
trouble,  the  trustee  succeeds  in  discovering  ; 
assets  which  have  been  concealed  by  the  bank* 
rupt,  and  is  thus  enabled  to  pay  creditors  in 
full,  he  is  then— ^so  far  as^  pajui^tt^for  his  i 
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services  is  concerned — at  the  mercy  of  the 
very  man  who,  in  the  proper  discharge  of  bis 
duties,  he  has  of  necessity  been  obliged  to 
oppose  in  every  way.  So  far,  therefore,  as  the 
existing  provisions  are  concerned,  if  they  call 
for  any  amendment  at  all  it  is  in  a  direction 
more  favourable  to  professional  trustees ;  and  it 
is  thus  clear  that  the  amendment,  which,  we 
understand,  is  under  contemplation,  is  not 
based  upon  any  reasonable  or  equitable  require- 
ment of  the  situation,  nor  is  it  designed  to 
remedy  any  existing  abuses. 

If  it  is  really  under  contemplation  to  enable 
the  Board  of  Trade  to  in  all  cases  fix  the  remuner- 
ation of  professional  trustees,  irrespective  of  the 
wishes  of  those  who  are  most  intimately  con- 
cerned, and  in  the  best  position  to  form  an 
opinion  of  the  value  of  the  services  rendered  by 
the  trustee,  it  is  clear  that  the  object  sought  to  be 
attained  can  be  none  other  than  that  of  directly 
attacking  professional  trusteeships  in  toto.  It 
goes  without  saying  that  the  Board  of  Trade 
would  not  grant  a  professional  trustee  a  higher 
scale  of  remuneration  than  that  charged  by 
Official  Receivers.  If  there  were  any  doubt 
upon  this  point  it  may  be  set  at  rest  by  a  con- 
sideration of  the  fact  that,  where  it  is  appealed 
to,  the  Board  of  Trade  almost  invariably 
reduces  the  trustee's  remuneration  to  the  official 
scale,  without  any  serious  inquiry  into  the 
merits  of  the  case.  The  official  scale  is 
one  which  may  be  made  remunerative  by 
the  trustee  whose  conception  of  his  duties  is 
strictly  limits  to  that  obtaining  among  Official 
Receivers,  but  it  would  be  quite  inadequate  to 
yield  any  reasonable  profit  for  such  services  as 
a  professional  trustee  renders  —  and  which, 
in  point  of  fact,  he  always  does  render 
before  be  gets  anything  materially  higher 
than  the  scale  referred  to.    If  the  scale 


of  remuneration  be  fixed  in  advance,  and 
the  position  of  trustee  in  bankruptcy  be 
regarded  as  a  mere  trade  to  be  pursued  at  a 
profit,  the  holder  of  that  position  will  naturally 
give  as  much  time  to  the  performance  of  his 
duties  as  he  thinks  will  produce  a  paying  result, 
and  no  more;  in  exactly  the  same  way  that 
Official  Receivers  now  act,  and  have  acted  since 
they  were  first  appointed  in  1884.  Assets  that 
can  be  taken  hold  of  and  turned  into  money  will 
be  sold  for  what  they  will  fetch  at  the  earliest 
possible  moment ;  and,  wherever  possible, 
auctioneers  or  brokers  will  be  employed  to  do 
the  actual  selling,  so  that  the  estate  has  to  pay 
two  sets  of  costs.  But  the  price  realised  will  be 
unsatisfactory,  because  it  will  be  thought 
better  to  effect  a  speedy  realisation  than  to 
nurse  the  assets ;  and  in  cases  where  the  title  to 
the  assets  is  disputed  the  trustee  will,  as  a  rule, 
do  nothing  at  all,  because  it  would  not  pay  him 
to  devote  any  serious  amount  of  time  to  fighting 
a  claim  when  his  only  chance  of  remuneration 
rested  upon  the  possibility  of  his  being 
successful  in  so  doing.  The  result  will  very 
likely,  on  paper,  suggest  an  enormous  improve- 
ment. The  percentage  of  costs  to  assets 
realised  will  naturally  be  increased,  because  all 
assets  difficult  of  collection  will  remain  unreal- 
ised, and  thus  a  considerable  amount  .of  time 
which  might  have  been  usefully  employed  will 
not  have  to  be  paid  for,  but  the  aggregate 
amount  of  assets  collected  will  undoubtedly 
sufier,  and  so  too  will  the  interests  of  creditors ; 
but  doubtless  the  Board  of  Trade  will  not  be 
slow  in  taking  credit  to  itself  for  enormous 
improvements  in  economy,  efficiency,  and  speed 
of  realisation  in  bankruptcy  matters. 

It  may  be  argued  that*  if  we  anticipate  this 
result  from  the  remuneration  of  trustees  being 
fixed  at  an  inadequ^^ti^^i^^giQCMl^e 
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imputing  to  those  ordinarily  occupying  these 
positions  a  low  conception  of  their  duties  which 
is  incompatible  with  their  position  and  past 
achievements,  and  with  the  position  they  occupy 
as  members  of  a  distinguished  profession.  We 
can  only  reply  that  under  existing  conditions 
these  appointments  are  tacitly  offered  to 
accountants  upon  the  terms  that  the  amount  of 
their  remuneration  shall  be  commensurate  with 
their  success  in  realising  assets  for  the  benefit 
of  creditors,  and  that  the  work  being  thus  of  a 
speculative  character,  it  shall,  in  cases  where 
success  attends  the  trustee's  efforts,  be  remu- 
nerated upon  a  reasonably  generous  scale.  If, 
however,  the  entire  position  is  to  be  altered, 
and  the  remuneration  is  to  be  determined 
solely  by  the  amount  of  assets  realised,  quite 
irrespective  of  the  difficulty  attending  their 
realisation,  then  it  is  only  reasonable  to  suppose 
that  those  accepting  these  appointments  will  do 
so  as  business  men,  and  upon  a  bosinera  footing. 
It  is  notorious  that  Official  Receivers  so  regard 
the  matter  in  cases  where  they  are  trustees,  and 
the  circumstance  is  not  generally  regarded  as 
implying  any  reflection  upon  their  personal 
honour.  The  apathy  of  Official  Receivers,  and 
the  inefficient  manner  in  which  they  discharge 
their  duties,  are  generally  regarded — not  merely 
by  accountants,  but  by  all  business  men  who 
have  had  experience  in  the  matter — as  the 
necessary  and  inevitable  result  of  the  official 
system,  aggravated  in  their  case,  of  course,  by 
the  further  circumstance  that,  being  themselves 
paid  fixed  salaries,  OfHcial  Receivers  have  only 
a  limited  interest  even  in  the  amount  of  fees 
earned  by  their  department. 

Inasmuch,  however,  as  the  comparison 
between  official  and  non-official  charges  is 
apparently  about  to  be  revived,  we  think  it 
desirable  to  point  out  that  official  charges  are 


not  based  upon  commercial  principles,  and  that 
while  the  Official  Receiver's  Department  is 
annually  a  serious  loss  to  the  taxpayer,  that 
loss  would  be  greater  still  if  the  commissions 
earned  by  Official  Receivers  upon  the  assets 
realised  by  them  be  the  sole  source  of  income. 
As  matters  stand,  Official  Receivers  can,  of 
course,  afford  to  under-cut  every  class  of 
accountant  in  the  matter  of  fees,  for  the  simple 
reason  that  it  is  quite  immaterial  to  them 
whether  their  business  is  conducted  at  a  .profit 
or  at  a  loss,  whereas  accountants  naturally 
accept  such  work  as  a  means  of  livelihood. 
Where  there  is  no  equality  of  opportunity,  and 
no  possibility  of  bargaining  upon  even  terms, 
there  can,  in  the  nature  of  things,  be  no 
genuine  competition.  The  main  point,  how- 
ever, to  which  we  wish  to  draw  attention  in  the 
present  article  is  not  so  much  that  if  Section 
72  (2)  be  amended  as  contemplated,  professional 
accountants  will  be  obliged  to  give  up  bank- 
ruptcy work  altogether,  but  that  any  such 
amendment  prohibiting,  creditors  firom  paying 
what  they  consider  to  be  reasonable  fees  for 
the  services  rendered,  must,  in  the  long  ruu, 
have  the  effect  of  depriving  creditors  of  the 
services  of  those  who  are  best  able  to  serve 
their  interests.  The  immediate  effect  will,  of 
course,  be  that  the  accountants  occupying  the 
best  positions,  and  to  whom  alternative 
methods  of  earning  an  income  are  open, 
■will  be  the  first  to  give  up  bankruptcy  work, 
and  thus  the  competition — if  it<:an  be  called 
competition — will  be  between  Official  Receivers 
and  second  or  third-rate  practitioners. 

Under  such  circumstances  it  would  not 
be  altogether  surprising  if  an  impartial  com- 
parison of  results  should  be  found  (if  the 
necessary  data  were  available)  to  be  in  &vour  of 
official  trustees.    ^jf^|^i^>@i5^0gi  problem 


October  13,  igo6. 


THE  ACCOUNTANT 


401 


would,  of  course,  have  assumed  an  entirely 
different  aspect.  From  the  creditors'  point 
of  view,  if  a  certain  quite  limited  number  of 
successful  bankruptcy  practitioners  were  to  be 
compelled  to  give  up  that  class  of  work,  it 
would  be  a  matter  of  indifference  to  them  who 
had  the  conduct  of  affairs,  for  the  result  would 
be  in  all  cases  practically  identical — ^that  is  to 
say,  it  would  be  too  poor  to  justify  the 
creditors  in  taking  any  further  interest  what- 
ever in  the  matter,  in  that  the  prospects  of  any 
reasonable  return  would  be  so  trifling  as  to 
make  it  essentially  unbusinesslike  to  devote  a 
second  thought  to  the  realisation  of  an  estate 
after  once  a  receiving  order  had  been  made. 
When  once  that  position  of  af&irs  has  been 
brought  about,  we  presume  that  the  Board  of 
Trade  will  congratulate  itself  upon  having 
achieved  a  very  notable  reform;  but  it  must  not 
be  surprised  if  it  finds  as  a  result  that  the 
number  of  receiving  orders  dwindles  down  to 
trifling  figures,  and  if  the  number  of  private 
arrangements  between  creditors  and  debtors 
effected  outside  even  the  Act  of  1887  so 
increases  as  to  represent  no  inconsiderable 
proportion  of  the  total  number  of  insolvencies. 
If  the  Board  of  Trade  will  undertake  to  reason- 
ably amend  the  Deeds  of  Arrangement  Act,  so 
that  a  substantial  majority  of  creditors  may 
bind  a  dissenting  or  blackmailing  minority, 
neither  creditors  nor  accountants  will  much 
mind  if  it  arrogates  to  itself  the  monopoly  of 
bankruptcy  work ;  but,  until  this  desirable  con- 
summation has  been  brought  about,  business 
men  will  be  well  advised  to  view  with  the 
gravest  suspicion  any  tampering  with  the 
existing  Bankruptcy  Acts,  the  whole  object  of 
which  is  obviously  to  increase  the  influence  of 
an  inefficient  officialism. 


Secret  ReAcrves. 


'PRE  annual  meeting  of  the  Birmingham 
Small  Arms  Company,  Lim.,  was  held  at 
Birmingham  on  the  ist  inst.,  the  Chairman  of 
the  Board  of  Directors,  Sir  Hallewell 
Rogers,  presiding. 

The  Chairman,  in  moving  the  adoption  of 
the  report,  pointed  out  that  the  profits 
amounted  to  -£'7,412,  which  was  some  £7,000 
less  than  in  the  previous  year.  The  dividend 
on  the  ordinary  shares,  including  bonus,  would, 
however,  be  15  per  cent,  for  the  year,  which, 
he  reminded  the  shareholders,  was  equivalent 
to  22^  per  cent,  upon  the  old  capital  before 
the  bonus  shares  were  issued.  No  reference 
was  made  to  the  recent  discussions  and  litiga- 
tion with  respect  to  Secret  Reserves,  and  upon 
Sir  Alfred  Newton  attempting  to  bring  these 
points  before  the  meeting,  a  resolution  was 
passed,  on  the  proposition  of  the  Chairman, 
that  Sir  Alfred  be  not  heard.  A  subsequent 
amendment  that  the  report  and  accounts  be 
not  adopted,  and  that  a  committee  be 
appointed  to  inquire  as  to  the  amount,  invest- 
ment, and  application  of  the  Internal  Reserve, 
was  ruled  by  the  Chairman  to  be  out  of  order, 
as  no  notice  had  been  given,  and  the  report 
and  accounts  were  then  adopted,  although 
apparently  amid  some  uproar. 

The  internal  affairs  of  the  Birmingham 
Small  Arms  Company,  Lim.  (or,  for  that 
matter,  of  any  other  company),  do  not  concern 
us  here.  It  is  the  question  of  principle 
involved  with  the  so-called  Internal  Reserve 
that  is  of  especial  interest  to  our  readers,  and 
upon  this  matter,  apparently,  no  further  dis- 
cussion is  to  be  allowed  to  take  place  at  meet- 
ings of  the  company.  That  being  so,  it  is  of 
interest  to  turn  to  th^  j>ubJigh@^jojM<^d 
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the  auditors'  report.  To  the  Balance  Sheet  is 
appended  a  foot-note  stating  that,  "  pursuant  to 
"  the  articles  of  association,  the  assets  repre- 
"  senting  the  Internal  Reserve  have  been 
"omitted  from  this  Balance  Sheet";  while 
the  auditors'  certificate  and  report  states, 
inter  alia,  that  the  Balance  Sheet  is 
properly  drawn  up  so  as  to  exhibit  a  true  and 
correct  view  of  the  state  of  the  company's 
afihirs,  as  shown  by  the  books  of  the  company, 
"  exclusive  of  the  assets  representing  the  Secret 
"  Reserve,  which  has  been  invested  and  applied 
"  in  accordance  with  the  provisions  of  the  articles 
"  of  association."  Without  pausing  to  inquire 
whether  it  is  possible  to  invest  a  Reserve,  or 
whether  it  is  not  the  assets  representing  that 
Reserve  that  have  to  be  invested,  we  would  like 
to  ask  whether  it  is  really  a  fact  that  the  only 
omission  from  the  published  Balance  Sheet  is 
the  asset  representing  the  Internal  Reserve. 
As  Mr,  Justice  Buckley  pointed  out  when  the 
matter  was  first  brought  before  him,  it  was 
impossible  to  omit  something  from  one  side  of 
a  Balance  Sheet  without  there  being  a  corre- 
sponding omission  from  the  other  side,  if  the  two 
sides  are  still  to  balance.  Surely  the  Balance 
Sheet  of  the  Birmingham  Small  Arms  Company, 
Lim.,  can  only  be  said  to  exhibit  a  true  and 
correct  view  of  the  state  of  the  company's 
affairs,  as  shown  by  the  books  of  the  company, 
subject  not  merely  to  the  omission  therefrom  of 
the  assets  representing  the  Internal  Reserve, 
but  also  to  the  omission  from  the  debit  side  of 
the  item  representing  the  amount  of  the  Reserve 
itself.  This  point  is  so  obvious  that  we  may 
perhaps  be  accused  of  splitting  hairs  in  drawing 
attention  to  so  purely  technical  an  error  in  the 
auditor's  certificate;  but  in  view  of  the  fact  that 
the  policy  of  the  board  is  still  objected  to  by  a 
somewhat  influential  minority  of  shareholders. 


we  think  it  by  no  means  impossible  that  more 
may  yet  be  heard  with  regard  to  the  matter. 
So  &r  as  we  can  see,  the  accounts  have  been 
issued  in  a  form  which  Mr.  Justice  Buckley 
decided  was  ultra  vires,  and  in  all  probability, 
therefore,  the  aid  of  the  Courts  will  again  be 
invoked. 

Passing  on  to  another  point,  however,  we 
may  suggest  that  a  company  whose  profits 
fluctuate  so  much  that  in  one  year  they  are  a 
little  more  than  half  they  were  in  the  previous 
year  is  one  which,  while  from  one  point  of  view 
it  may  be  regarded  as  a  particularly  suitable 
subject  for  Secret  Reserves,  from  another  it  must 
be  regarded  as  especially  unsuitable.  With  such 
fluctuations  it  seems  eminently  reasonable  that 
shareholders  should  be  possessed  of  the  means 
of  ascertaining  whether  there  has  been  any 
corresponding  falling-off  in  the  actual  profit 
earned,  or  whether  the  drop  merely  represents 
divisible  profits  which  have  been  kept  back  by 
the  directors  for  purposes  of  reserve ;  and, 
per  contra^  when  profits  are  maintained  at  a 
uniform  level  shareholders  would  probably 
like  to  know  whether  the  real  profits  are 
uniform,  or  whether  they  have  been  levelled  up 
out  of  the  Reserves  created  in  previous  periods. 
The  point  is  of  especial  interest,  because,  of 
course,  boards  of  directors  do  not  continue  in 
office  for  ever.  It  occurs  to  us,  however,  that, 
in  issuing  accounts  showing  a  profit  of  but 
little  more  than  half  the  profit  shown  in  the 
previous  year,  the  Board  has  demonstrated  in 
the  clearest  possible  way  the  fact  that  a  Secret 
Reserve  is  in  its  opinion  unnecessary  for  this 
particular  company.  We  have  always  under- 
stood the  argument  in  favour  of  Secret 
Reserves  to  be  that  by  their  aid  violent  fluc- 
tuations in  profits  could  be  concealed  from 
competitors  and  egi|^lpj^^^(jI(5^M^^ting 


October  13.  1906.  THE  ACCOUNTANT 


403 


the  undertaking  from  undesirable  competition 
and  labour  troubles.  If,  however,  in  spite  of 
these  Secret  Reserves^  the  acknowledged  profits 
are  going  to  be  allowed  to  fluctuate  by  100  per 
cent.,  we  must  confess  that  we  fail  to  under- 
stand what  valid  objection  there  can  be  to 
their  true  extent  being  disclosed. 


The  Revised  Table  '»A."— II. 

/CONTINUING  our  observations  on  the  pro- 
^  visions  of  the  new  Table  A  recently 
prescribed  by  the  Board  of  Trade,  we  come 
to  those  sections  that  are  of  especial  interest 
to  our  readers — namely,  those  dealing  with 
Depreciation  and  Reserve  Accounts  and  Audit. 

Clause  95  empowers  the  company  in  general 
meeting  to  declare  dividends  up  to  an  amount 
not  exceeding  that  recommended  the  direc- 
tors, and  the  following  clause  supplies  a  notable 
omission  in  the  previous  Table  by  empowering 
directors  to  from  time  to  time  pay  such  interim 
dividends  as  appear  to  them  to  be  justified  by 
the  profits  of  the  company,  while  Clause  97 
declares  that  no  dividends  shall  be  paid  other- 
wise than  out  of  profits.  Presumably  the  term 
"  profits  "  used  in  this  connection  is  profits  as 
defined  by  existing  l^al  decisions  upon  the 
snbject,  which  it  must  be  admitted  leave  it 
extremely  vague,  dedaring  that  in  some  cases 
divisible  profits  may  have  been  earned  even 
although  a  strict  account  as  between  Capital 
and  Revenue  would  show  a  loss,  while  on  the 
other  hand  making  it  doubtful  (vide  Dovey  v. 
Cory)  wheth^  there  is  at  law  any  such  thing 
as  profits  unless  they  exist  in  the  estimation  of 
reasonable  business  men  as  a  result  of  due 
inquiry.  This  decision  of  the  House  of  Lords 
certainly  suggests  that  the  ultimate  test  of 
what  are  divisible  profits  is  to  be  found  in  the 


judgment  of  reasonably  prudent  business  men, 
and  that  the  Courts  would  not  set  up  a 
standard  of  which  such  a  tribunal  disapproved. 
But,  however  that  may  be,  the  leading  cases, 
which  it  seems  hardly  necessary  for  us  to 
enumerate  at  length,  show  that  the  Courts 
have  from  time  to  time  declined  to  interfere 
when  it  was  clear  to  business  men  that  profits 
were  not  being  ascertained  upon  a  business 
basis.  Article  97  thus  makes  no  attempt  what- 
ever to  clear  up  the  existing  uncertainty ;  and 
it  must  perhaps  be  admitted  that  upon  the 
whole  this  is  as  well,  inasmuch  as  it  would  be 
extremely  difficult,  if  not  impossible,  to  attempt 
to  define  divisible  profits  in  such  a  manner  as 
would  be  suitable  to  all  conceivable  circum- 
stances and  cases.  Moreover,  of  course,  the 
clause  was  not  compulsory,  and  thus  nothing 
would  be  gained  by  making  it  unduly  strict, 
while  yet  again  the  fact  that  this  new  Table 
has  been  sprung-  upon  the  community  without 
adequate  opportunity  for  perusal  and  discussion 
make  it  still  further  desirable  that  it  should 
remain  free  from  really  debatable  provisions. 

Clause  98  follows  the  provision  now  made  by 
most  articles  of  association,  that  dividends  in 
respect  of  partly-paid  shares  are  to  be  paid 
according  to  the  amounts  respectively  paid  up 
thereon,  and  not  according  to  the  nominal 
amount  of  the  shares,  moneys  paid  in  advance 
of  calls,  and  carrying  interest,  being  of  course 
excluded  from  the  amounts  deemed  to  be  paid 
up  on  the  shares  for  this  purpose.  As  a  normal 
article  this  is  clearly  more  in  accordance  with 
the  requirements  of  the  position  than  the  pro- 
visions of  the  original  Table. 


Passing  on  to  the  provisions  with  regard  to 
accounts,  those  of  the  greatest  interest  appear 
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the  annual  submission  to  the  company  in 
general  meeting  of  a  Profit  and  Loss  Account 
and  a  Balance  Sheet,  made  up  to  a  date  not 
more  than  six  months  before  such  meeting. 
The  pro  formd  Balance  Sheet  appended  to  the 
old  Table  is  omitted  altogether ;  which  is,  we 
think,  a  pity,  for  although  the  form  is  quite 
capable  of  improvement,  it  was  by  no  means 
without  its  value,  and  has  exercised  a  consider- 
able influence  on  accounting  during  the  past 
forty  years  or  so,  as  is  evidenced  by  the  &ct 
that  it  has  been  responsible  for  the  sides  of  the 
Balance  Sheet  being  transposed.  The  require- 
ment that  a  Profit  and  Loss  Account  shall 
in  all  cases  be  submitted  will  doubtless  be 
literally  construed  where  the  clause  is  allowed 
to  stand  at  all,  and  the  amount  of  information 
disclosed  by  such  Profit  and  Loss  Account  can 
never  be  expected  to  be  very  much.  The  pro- 
vision is,  however,  of  considerable  value,  inas- 
much as  a  true  Profit  and  Loss  Account  can 
only  be  compiled  from  books  kept  by  double- 
entry,  and  thus  the  clause  directly  tends  to 
encourage  adequate  systems  of  accounting  upon 
the  part  of  all  companies.  Whether,  however, 
its  compilers  actually  appreciated  this  point 
may  perhaps  be  doubted. 

The  provisions  as  to  audit  are  disappointing, 
in  that  they  merely  indicate  that  the  audit  is 
to  be  in  accordance  with  Sections  21,  22,  and 
23  of  the  igoo  Act,  and  are  therefore  obviously 
redundant.  If  these  pro  formd  articles  are  to 
include  anything  beyond  what  is  absolutely 
necessary  for  the  sake  of  clearness  one  can 
think  of  many  provisions  that  might  have  been 
made  on  the  subject  of  audit  with  a  view  to 
making  more  explicit  the  effect  of  Section  23, 
at  least  in  the  case  of  those  companies  to  which 
this  Table  applied.    Such,  for  instance,  as  the 


circumstances  under  which  an  auditor  is 
justified  in  stating  that  his  requirements  have 
not  been  complied  with,  and  the  circumstances 
(if  any)  under  which  it  is  desirable  that  he 
should  embody  his  report,  or  any  portion 
thereof,  and,  if  so,  what  portion,  in  the  statutory 
certificate. 

From  what  has  been  stated  in  this  and 
the  preceding  article  it  will  be  seen  that  those 
interested  in  company  practice  will  find  much 
that  is  worthy  of  careful  attention  in  the  new 
Table  A,  copies  of  which  can  be  obtained  from 
Messrs.  Gee  &  Co. 


m^tftin  "notes. 


,  -  .  X  A  debtor  examined  in  a  County  Court 
Oapitei  and  a  short  time  since  admitted  that 
Bukrapter.     he  y,^  undischarged  bank- 

rupt under  an  order  of  adjudication  made  against 
him  in  1888,  and  that,  notwithstanding  this,  he 
commenced  trading  six  years  ago  with  a  capital  of  £20, 
which  had  now  been  cmkverted  into  a  deficiency  of 
£1,460.  This  represents  an  average  of  ^^240  a  year 
contributed  by  the  bankrupt's  creditors  towards  his 
sustenance,  which  is,  of  course,  quite  a  respectable 
income  for  a  tradesman  in  a  small  way  of  business.  It 
is  certainly  desirable  that  Parliament  should  endeavour 
to  make  it  more  difficult  .for  undischarged  bankrupts  to 
continue  to  carry  on  business,  but  so  long  as  traders 
continue  to  be  absolutely  reckless  in  the  granting  of 
credit  it  seems  almost  hopeless  to  expect  any  material 
decrease  in  insolvency  of  this  description ;  indeed,  it 
seems  quite  an  open  question  whether  the  recklessness 
of  traders  in  giving  credit  where  no  credit  ought  to  be 
given  is  not  actually  responsible  for  a  considerable 
proportion  of  the  lesser  Allures  that  occur. 


Tndt  Twiai. 


Some  little  time  1^  Mr.  Justice 
Grantham  spoke  of  the  number  of 
lawsuits  arising  out  of  terms  used  in  the  Bradford 
trade,  and  the  manufacturers*  section  of  the  Chamber 
of  Commerce  of  that  town  has  aav  resolved  that  it 
would  be  useless  to  atte<f  |^l:dM>b^ifi9<!^di^iliW  trade 
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terms,  as  soeh  terms  have  di£FereDt  meaning  in  different 
drcainstances.  Merchants  and  manufacturers  are 
therefore  recommended  to  avoid  the  use  of  ambiguous 
terms  and  to  state  clearly  in  their  contracts  the  con- 
ditions nnder  which  the  goods  are  bought  and  sold. 
If  trade  terms  are  capable  of  being  used  in  the  fast- 
and-loose  manner  sngge^ed,  then  by  all  means  get 
down  to  plain  English,  as  that  will  save  time  and— 
lawsuits. 


MttropoUtea  We  understand  that  the  Metropolitan 
Watu  tUM.  Water  Board  is  promoting  a  Bill 
empowering  it  to  chaise  rates,  other  than  those  already 
in  force,  which  are  identical  with  those  imposed  the 
old  companies,  save  that  the  rebate  allowed  by  some  is 
no  longer  in  force.  If  it  ^ould  be  necessary  for  the 
water  rates  to  be  increased  in  order  to  make  both  ends 
meet,  it  is  clear  that  the  management  of  the  Board  is 
in  some  way  less  efficient  or  less  economical  than  that 
of  the  old  proprietary  companies.  This,  however,  would 
not  be  an  altogether  surpridng  result,  for  experience 
shows  that  undertakings  not  run  for  the  purpose  of 
making  profits  divisible  amoog  proprietors  who  control 
the  management  are  never  run  upcm  those  lines  which 
remit  in  tite  maximum  profit  available  nnder  the 
circiunBtances, 


— ti— y  A  significant  leading  article  In  The 
■ad  Financial  Times  calls  attention  to  the 
need  of  an  awakening  in  the  railway 
world,  or  that  portion  of  the  world  which  is  not  com- 
posed of  railway  servants.  Railway  customers  and 
railway  employees  have  their  defence  associations,  it  is 
aigoed,  but  the  poor  shareholder  has  no  one  to  plead  his 
case ;  the  directors  maintain  a  stolid  British  silence  so 
characteristic  of  onr  insular  conservatism,  and  so  the 
shareholder  can  but  sit  still  while  the  walls  of  his  invest- 
ment and  the  demagogue  outside  crams  his  distorted 
"facts**  down  the  tiiroat  of  that  beast  of  burden— 
the  public.  It  is  doubtless  quite  true  that  the  average 
person  knows  really  very  little  about  the  working  of  a 
railway  from  a  financial  point  of  view ;  he  imagines  it 
a  Midas  or  a  Mercury,  from  which  to  wring  the  next 
best  thing  to  free  transport.  The  railway  servant  is 
generally  striluDg  dther  for  shorter  hours  or  longer 
pay,  the  average  passenger  has  no  conscience  when  it 
comes  to  dodging  the  ticket -collector,  and  the  share- 
bolder,  after  locating  his  dividend  pittance  in  bis 
rigfat-hand  pocket,  somtHmes  says  **  Tell  me  something 
^NmC  the  company  I "   Then  the  directors  see  the 


bogey  of  ten-mile  statiatics  rise  up  from  the  board-room 
table — they  beat  a  hasty  retreat,  and  the  circle  of 
confused  issues  is  complete.  We  should  add  that, 
apparently,  in  the  minds  of  those  persons  who  worship 
at  the  altars  of  Democracy  and  Division,  the  railway 
shareholder  is  a  bloated  capitalist  of  the  worst  tsrpe. 
This  view  is  as  essential  to  the  demagogue  as  the 
cigarette  of  dubious  virtue  is  to  the  villain  of  contem- 
porary melodrama.  It  is,  perhaps,  hopeless  to  suggest 
any  combination  of  railway  shareholders  in  their  own 
interests,  for  the  chance  of  success  is  in  inverse  ratio 
to  the  number  of  units,  and  the  700,000  of  this  class 
would  perhaps  not  exhibit  any  greater  unanimity  than 
the  600,000  railway  servants  who  have  added  to  the 
gaiety  of  nations  so  recently. 


■nUipal  The  mutual  insurance  sdieme  was,  of 
iDiurmBM.  course,  bound  to  be  hard  hit  in  the 
event  of  any  substantial  claim  arising  during  the  pre- 
liminary years  when  the  building-up  process  was  at 
work.  The  writer  of  Insurance  Notes  in  the  columns 
of  a  financial  contemporary  cites  the  case  of  Swindon 
against  the  preachers  of  the  "fslse  economy"  that  a 
corxxtration  should  bear  its  own  risks.  It  will  be 
remembered,  no  doubt,  that  the  local  authorities 
decided  not  to  Insure  against  liability  to  the  public  in 
respect  of  the  tramwasrs,  and  the  results  of  the  regret- 
table accident  In  June  last  have.  It  is  said,  involved  the 
infliction  of  a  special  rate  of  18.  in  the  £.  The  para- 
graphist  in  question  says  "  It  is  well  that  events  of  the 
"  kind  should  be  made  known  '  pour  encourager  les 
»  autres.' " 


_   The  special  Currency  Committee  of 

qomUob  Id  the  New  York  Chamber  of  Commerce 
ths  UstM.     iij^g  recommended  that  a  flexible  elastic 

bank-note  currency  should  be  provided  for  by  legisla- 
tion. The  alternative  schemes  are  the  establishment 
of  a  central  bank  of  Issue,  as  in  France  and  Germany, 
or  the  enlargement  of  the  present  privileges  of  the 
national  banks  as  regards  note  issues.  The  Committee 
is  of  opinion  that  it  would  be  unwise  to  disturb  the 
present  bond-secured  circulation,  as  that  would  tend  to 
unfairly  depreciate  outstanding  Government  bonds,  but 
recommends  that  future  Grovemment  bonds  shonld  not 
be  available  as  a  basis  for  these  issues.  The  bank  of 
issue  is  no  doubt  the  better  scheme,  but  it  is  not  by 
any  means  likely  that  Congress  will  adopt  such  a  plan, 
and,  as  regards  the  other  scheme,  the^advices  do  not 
make  It  at  all  clear  whati§ikl9n^4j()^k<$gi<i^ce 
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of  Government  Ixmds  as  a  bans  for  the  security  of  note 
tssnes  In  the  future. 


Mr.  KooMvtlt  on  According  to  a  Reuter's  telegram 
TnuU.  President  Roosevelt,  in  the  course  of 
a  long  address  on  the  occasion  of  the  dedication  of  the 
new  State  capital  building  at  Harrisbarg,  recently,  said 
thai  it  was  a  narrow  construction  of  the  powers  of  the 
national  Government  to  assume,  as  the  great  moneyed 
interests  had  done,  thai  they  could  only  be  used  for 
the  purpose  of  cutting  out  abuses.  A  check  should  be 
placed  on  the  forces  of  greed  so  as  to  ensure  the  just 
treatment  of  capital,  laboor,  and  the  general  public. 
The  proper  supervision  and  control  of  the  great 
common  carriers  would  avoid  the  necessity  for 
seriously  considering  the  question  of  Government 
ownership  of  railroads,  which  would  be  evil  in  its  results 
from  every  standp<rfnt.  Americans  should  look  ahead 
for  the  right  kind  of  civilisation,  and  such  a  civilisa- 
tion should  not  be  a  mere  plntocracy,  a  banking  honse, 
or  a  Wall  Street  syndicate,  nor  could  it  be  a  submis- 
sion to  such  factors  as  class  hatred  and  mob  violence, 
which  would  mean  an  end  of  all  civilisation. 


ItoA  liflhsaK  common  with  our  correspondent 
saeonn.  u,,  a..  A.  Macdonald,  we  would  have 
been  glad  to  see  some  discusdon  follow  onr  article  on 
this  subject  in  our  issue  of  the  22od  ult.  We  should 
like  to  point  out,  however,  that  we  did  not  suggest  that 
no  offidid  quotation  should  be  granted  to  any  company 
without  an  auditor's  certificate  certifying  that  the 
public  unconditionally  held  two-thirds  of  the  shares. 
In  the  nature  of  things  no  such  certificate  could  ever  be 
given,  for  tbe  simple  reason  that  it  would  be  impossible 
for  an  auditpr  to  make  sufficiently  sure  of  the  facts  to 
justify  so  positive  a  statement.  What  we  suggested 
was  that  the  auditor  should  certify  that  the  allotment 
of  shares  had  been  carried  out  nnder  his  immediate 
supervision,  and  that,  so  far  as  he  was  able  to  ascertain, 
he  had  every  reason  to  suppose  that  the  various 
allottees  held  the  shares  standing  In  their  respective 
names  unconditionally  and  free  from  the  control  of  any 
pocA,  We  added,  however,  that  even  a  reform  of  this 
description  was  not  likely  to  prove  very  effiective  in 
practice  nntU  a  law  had  been  passed  declaring  partici- 
pation in  any  pool  having  for  its  object  the  inflation  or 
depresdon  of  the  market  price  of  any  shares  or  stocks 
to  be  a  criminal  conspiracy  to  defrmnd  the  public.  We 
should  like  to  agtdn  point  out  that  those  who,  recog- 
nising the  existence  ctf  abases,  set  themselves  to  find  a 


remedy  therefor,  would  be  well  advised  in  all  cases  to 
leave  thfi^;B  in  ihur  admittedly  imparCect  condition 
rather  than  provide  elaborate  schemes  which  primd  facie 
suggest  the  existence  of  a  saf^uard,  but  which  In 
practice  are  valueless  becanse  an  altogether  impossible 
duty  is  accorded  to  the  guardian.  Nothing,  in  our 
opinion,  can  be  more  mischievous  than  a  certificate 
worded  as  a  certificate  of  facts  which  is  really  but  the 
expression  of  a  mature  and  deliberate  opinion. 


Oottitu  Bodiu  of  A  provincial  correspondent  has  for- 
AoeooBtaBU.  warded  to  as  a  catting  from  a  local 
paper  recording  at  some  length  a  dinner  given  by  the 
local  branch  of  one  of  the  rapidly  increasing  associa- 
tions of  accountants  which  have  recently  been  formed 
to  compete  witti  Chartered  and  Incorpm-ated  practi- 
tioners. Upon  looking  through  this  report  we  find  that 
the  total  membership  of  the  Society,  while  by  no  means 
imposing,  is  half  made  up  of  students,  and  thus 
presents  a  quite  fictitious  appearance ;  and  we  further 
find  that  the  income  represents  something  less  than  £i 
per  head,  so  that  obviously  the  whole  concern  is  upon 
quite  a  small  scale.  The  names  of  certain  public  men 
—as,  for  instance,  the  local  Mayor  and  the  local  Member 
of  Parliament — are  mentioned  in  the  report,  but  are 
apparently  only  dragged  in,  as  th^  connection  with 
the  dinner  appears  to  have  eonnsted  entirely  of  their 
inability  to  be  present — and,  indeed,  so  far  as  we  can 
see,  there  would  not  appear  to  be  any  serions  competi- 
tion to  be  feared  fir<»n  practitioners  of  this  class.  On 
the  other  hand,  we  cannot  but  observe  that  this  some- 
what obscure  function  is  reirarted  in  a  provincial  daily, 
at  the  length  of  some  quarter  of  a  column,  nnder  the 
heading  of  **  York^ire  Accountants*  Diimer  at  Leeds," 
and  there  can  be  but  little  doubt  that  the  public — never 
very  observant — loses  count  of  all  these  numerous 
societies,  and  ends  by  r^arding  alt  accountants  as  being 
more  or  less  upon  the  same  level.  That  this  is  at 
all  events  sometimes  the  case  is  shown  by  the  fact  that 
another  correspondent  mentions  to  us,  apropos  of  the 
letter  from  Mr.  W.  G.  Hall,  which  appeared  In  our  last 
issue,  that  a  friend  of  his  informed  him  that  the 
function  held  at  the  Royal  Botanical  Gardens  on  the 
z5th  ult.  was  a  gathering  of  the  Chartered  Accountants, 
of  which  his  friend  Mr.  Morgan  was  the  President. 
We  do  not  for  one  moment  suggest  that  anything  said 
or  done  by  any  member  or  official  of  tbe  Central 
Association  of  Accountants  aai^orted  this  mistaken 
view,  but  the  &ct  remains  that  such -mistakes  occur, 
and  from  time  to  time  recur.  Tt^^^^^^^^^rror  is. 
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we  think,  not  reduced  by  the  coincidence  tliat  two  of 
the  bodies  of  accountants  have  secretaries  with 
identical  names. 


Go-^«i«tif«  Chancellor  of  the  Exchequer  has 

SeototiMuid  written  to  the  Drapers'  Chambw  of 
laeemo-tu.  Trade  intimating  that  he  is  consider- 
ing the  advisability  of  amending  the  existing  law  in 
certain  directions  recommended  by  the  Oepartmoital 
Committee  on  the  Income-tax,  and  promising  to  bear 
in  mind  the  recommendations  of  the  Chamber  and 
other  commercial  bodies  regarding  the  relief  from 
income-tax  at  present  enjoyed  by  co-operative  societies. 
So  long  as  these  societies  conrist  of  members  having  a 
position  in  life  such  that  they  wonld  undoubtedly  be 
entitled  to  exemption  from  income-tax,  it  is  clear  that 
nothing  conld  be  gained  and  considerable  expense 
would  be  incurred  by  assessing  the  societies  direct 
while  leaving  the  individual  members  to  apply  for  and 
i^ecover  income-tax  overpaid  by  them  or  on  their 
behalf.  The  Committee's  attention  was,  however, 
drawn  to  the  fact  that  very  large  and  varied  enterprises 
are  now  carried  on  under  the  Industrial  and  Provident 
Societies  Act,  and  it  accordingly  suggested  that  it 
might  be  worth  consideration  whether  further  inquiry 
should  be  made  into  the  conditions  under  which  the 
privilege  of  registration  under  that  Act  is  conferred. 
Inquiry  and  legislation  In  this  direction  would  be 
more  useful  and  more  practicable, .  we  think,  than 
any  alteration  of  the  existing  Income-tax  Acts 
with  r^iard  to  co-operative  societies.  While  it 
is,  of  course,  only  fair  that  the  small  shopkeeper 
should  not  suffer  &om  undue  competition  on  the 
part  of  co-operative  societies,  it  must  be  remem- 
bered that  primarily  the  object  of  an  income-tax  is  to 
raise  revenue,  and  that,  therefore,  the  tax  mnst  be 
levied  upon  such  lines  that  its  collection  and  the 
sobsequeot  adjustment  of  inequalities  are  not  unduly 
eipeudve. 


We  understand  that  the  local  banks 
have  declined  to  tender  fbrthe  keeping 
of  the  Chester  Corporation's  Banking  Account,  and  that 
as  a  result  an  attempt  is  being  made  to  establish  a 
mnnicipa]  banking  corporatiiHi,  presumably  upon  the 
lines  of  a  municipal  lire  office.  With  the  fiuancial 
proq»ects  of  a  bank  of  this  description  we  need  not 
ooocern  oniscilvas  until  (U  ever)  the  project  is  in  a  more 
forward  state.  We  may  point  out,  however,  that  if  the 
leading  banka  have  decided  todiscratinue  tendering  for 


large  accounts,  they  have  adopted  a  conrse  of  which 
there  is  mnoh  to  be  said,  not  only  firom  their  own  point 
of  Wew,  but  also  from  that  of  the  ratepayers,  who 
naturally  object  to  being  asked  to  pay  rates  before  they 
are  required  merely  for  the  purpose  of  increasing  the 
cnrtent  bank  balance  so  that  an  advantageous  contract 
may  be  made  by  the  local  authority  with  its  bankers. 
The  mere  fact  (if  it  be  a  fact)  that  bankers  will  not 
tendw  against  each  other  for  a  local  authority's  acconnt 
does  not,  of  coarse  amount  to  the  same  thing  as  a 
refusal  to  undertake  it  at  all,  or  even  to  undertake  it 
and  allow  a  reasonable  sum  for  the  advantages  that  the 
account  affords.  It  may  be  pointed  out,  however,  that 
in  view  of  recent  decisions  with  r^ard  to  interest  upon 
illegal  overdrafts,  the  position  of  a  bank  in  such  cases 
is  frequently  one  of  some  difficulty ;  and  the  prospects  of 
making  a  reasonable  return  out  of  a  large  and  trouble* 
some  acconnt  do  not  appear  to  be  too  rosy. 


finLomu  understand  that  the  completed 

In  assessments  show  that  the  total  loss  of 
SuVraad^  property  caused  by  the  fire  which 
followed  the  disastrous  earUiquake  at  Saa  Fraodsco 
amount  to  a  total  of  some  fifty  million  pounds,  and 
that  upwards  of  twenty  million  pounds  has  already 
been  paid  by  companies  which  did  not  repudiate 
liability.  Towards  this  huge  total  the  British  com- 
panies have  so  far  contributed  nearly  rix  and  a-faalf 
millions,  the  largest  amount — namely,  ;fi,oo3,676 — 
being  paid  by  the  London  and  Lancashire,  while  the 
Union  of  London,  the  Liverpool,  London,  and  Globe, 
and  the  Atlas  each  paid  upwards  of  tiuree-quarters  of 
a  million  sterling.  The  Phoenix  and  the  North  British 
losses  amount  to  six  hundred  thousand  pounds  apiece, 
and  those  of  the  Sun  to  1^420,000.  These  fignres  are, 
of  conrse,  not  exhaustive,  but  we  understand  that 
there  are  comparatively  few  British  claims  still 
unsettled ;  whereas  the  German  offices  have  adopted 
an  attitude  which  has  aroused  considerable  resentment 
in  the  States,  and  will,  donbtless,  lead  to  a  consider- 
able reduction  of  business  in  the  foture. 


s«Uaiton  mod  With  ftirther  reference  to  our  article 
Trost  Hours,  of  last  week  under  this  heading,  there 
is,  we  nnderstuid,  no  doubt  that  a  BUI  of  the  description 
then  referred  to  has  been  lodged  with  the  Board  of 
Trade,  and  referred  by  it  to  the  Bankruptcy  Committee ; 
but  whether  the  Bill  was  In  fact  drafted  by  Mr.  Jdlicoe 
on  the  instructions  of  the  Board  itself  is  still  somewhat 
of  a  my^ery.  Until  a  little  more  is  known  wit^regard 
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to  the  facts  it  is  probably  useless  to  discuss  the  matter 
at  further  length,  but  we  may  mention  that  a  measure, 
the  effect  of  which  was  to  take  trust  moneys  out  of  the 
bands  of  solicitors — who,  after  all,  in  the  vast  majority 
of  cases  are  men  of  substance  and  repute — and  place 
them  in  the  hands  of  otberB  occupying  less  responsible 
positions,  would  defeat  Its  own  ends.  Any  measure  deal- 
ing with  the  subject  ought  thus  clearly  not  to  be  limited 
to  soUcitors.  Were  it  to  be  extended  to  all  persons  in 
receipt  of  trust  moneys  it  is  probable  that  the  bottom 
would  be  knocked  out  of  the  not  very  genuine  agitation 
in  favour  of  the  establishment  of  a  public  trustee. 


Onmnlatlv*  "^^e  letter  from  "  W.  E.  S.,"  which  we 
Pftteinotlhani,  reproduced  last  week  under  the  above 
heading,  is  of  interest,  as  supplementing  our  brief  foot- 
note to  the  letter  signed  "  Dunelm,"  which  appeared  in 
these  columns  on  the  22nd  ult.  We  might  add  further 
that  while  the  articles  of  association  of  each  separate 
company  must,  of  course,  be  considered  before  any 
definite  answer  can  be  given  to  the  question  as  to 
whether  or  not  holders  of  preference  shares  are  entitled 
to  a  dividend  at  the  prescribed  rate  in  respect  of  each 
year  of  the  company's  existence  provided  there  be 
sufficient  profits,  the  decision  in  Bond  v.  The  Barrow 
Hamatite  Steel  Company,  Lim.,  shows  that  in  all  normal 
cases  holders  of  preference  shares  have  no  right  to 
receive  dividends,  save  where  such  dividends  have  been 
declared  in  the  terms  of  the  articles  of  association  of 
the  company. 


Correspondence  and  Bnaniries. 

All  commniilcatloiu  to  tli«  Editor  should  be 
by  letter  only. 

IWe  are  at  ail  tima  ready  to  insert  correspondence  on 
matters  of  interest  to  tie  Profession,  but  we  do  not  of  course 
Mold  ourselves  in  amy  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon;  and  must  in  all  cases  be  accompanied  by  the 
name  and  address  of  correspondents,  not  neeessarily  for 
puUieationt  but  as  a  guarantee  of  good  faith.} 

Wine  Merchants'  Accounts. 
{To  the  Editor  of  The  Accountant.) 
Sir,— Will  you  kindly  inform  me  if  any  book  is 
obtainable  dealing  exclusively  with  the  keeping  of 
accounts  of  a  wine,  spirit,  and  beer  merchant,  who  is 


also  a  bottler,  and  whether  such  book  refers  at  length 
to  the  vexatious  question  of  empties  ?  Also  a  book  00 
the  accounts  of  public-houses  and  hotels  under 
management,  and  the  treatment  of  such  accounts  for 
income-tax  purposes. 

ThanklDg  you  In  anticipation, 

Yours  faithfully. 

October  Sth  IQ06.  BOOKKEEPER. 

[Try  Vole.  XXXH.,  XXXVII.,  and  XLIV.  of  "Tut 

ACCOUHTANTS'  LIBRARY."— Ed.  Acct.] 


ManlcliHU  Acconnts  and  Finance. 

iTo  the  Editor  of  The  Aeeouniant.) 
Sir,— I  send  you  a  cutting  from  a  local  newspaper 
reporting  the  proceedings  at  the  meeting  of  a  Boroagh 
Council.  I  do  not  give  the  name  of  the  borot^,  or  its 
officials,  nor  anything  which  would  p(^t  to  the  identity 
of  the  borough,  except  the  actual  figures  need  (barring 
fractions),  as  I  wish  to  avoid  any  personal  element  and 
to  deal  with  general  issues  only. 

The  facts  stated  in  the  cutting  are ;  (i)  The  several 
investments  appear  in  the  Balance  Sheet  at  th^  cost 
price,  (a)  A  portion  of  the  investments  existing  on 
31st  March  1905  was  realised  during  the  period 
under  review.  (3)  A  deficiency  of  ^£498  was  thereby 
occasioned.  (4)  A  surplus  of  ;C2,3io  arising  from  the 
purchase  and  cancellation  of  the  borough's  redeemable 
stock  is  included  in  the  sum  standing  to  the  credit  of 
the  Sinking  Fund.  (5)  After  providing  for  the  above- 
mentioned  deficiency,  1,812  is  available  as  provision 
for  any  contingent  loss. 

On  this  I  wish  to  offer  the  following  remarks  :— 
No.  I  is  all  right.  No.  a  leaves  us  in  doubt  as  to  the 
reasons  why  the  securities  were  sold,  specially  at  a 
loss,  and  under  what  authority,  and  what  they  were. 
No.  3.  Clearly  the  sum  realised  by  the  sale  should 
have  been  credited  to  the  proper  fund,  and  the  loss 
should  have  been  made  good  from  the  rates  and  not 
covered  up  under  an  alleged  profit  in  some  other  head 
of  account.  No.  4.  How  does  the  surplus  arise  ?  The 
stock  was  no  doubt  issued  under  par,  and  the  face 
value  of  the  debt  thereby  increased.  At  the  present 
time  the  value  of  3  per  cent.  Corporation  Stock  in  the 
market  is  below  90  per  cent.,  and  it  is  no  doubt  good 
policy  to  apply  the  annual  instalment  for  the  redemp- 
tion of  debt  to  the  purchase  of  stock,  and  if  the  stock  is 
cancelled  there  may  be  little  objection  to  it  But  it 
seems  mere  trifling  to  call  the  difference  between  the 
price  of  issue  and  the  price  now  o^d  £cff  it  a  snrptus 
or  a  profit.   If  the  sta(^tl8ehQ(}««tb^(^@#¥£&  rtUtl 
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bom  the  aztDoal  interest  on  the  stock  purchased  is  at 
ooce  obtained,  and  the  figure  of  the  outstanding  debt 
reduced  and  the  transaction  ends.  No.  5.  How  does 
the  available  balance  of  ^£'1,812  arise  ?  No  money  has 
been  recdved ;  on  the  contrary,  it  has  been  paid  to  the 
vendor  of  the  stock  purchased  and  cancelled.  Is  this 
corporation  deaUng  in  their  own  stock  ?  Is  it  necessary 
to  provide  for  contingent  losses?  The  whole  matter 
has  an  ugly  aspect,  painfully  reminding  one  of 
East  Ham. 

Yoars  truly, 

D. 

[We  can  express  no  opinion  upon  a  matter  like  this 
without  having  the  accounts  before  us.— £0.  Acct.'] 


Points  in  Company  Practice. 
IT»  tJu  BdUar  of  Tkg  AecMmtant.) 

Sir, — I  should  be  pleased  to  have  the  views  of 
members  of  the  profession,  through  your  columns,  on 
the  following  case,  which  came  before  my  notice  as  an 
outsider.  The  A.  Company  was  formed  to  take  over 
the  B.  Company  as  a  going  concern,  the  con^deration 
being  the  issue  of  shares  to  a  quarter  the  value  of  the 
nominal  capital  of  the  B.  Company,  whose  shares  were 
fully  paid-up,  such  shares,  after  the  transfer  of  the 
business,  being  the  only  assets  held  by  the  B.  Company. 
The  B.  Company  held  these  shares  for  some  few  years 
without  receiving  any  dividend  thereon,  hence  interest 
in  the  company  ceased,  and,  as  a  natural  outcome,  it 
was  difHcuIt  to  get  a  quorum  together  at  any  meeting 
called.  The  Secretary  called  the  annual  meetings,  but 
at  the  last  a  quorum  could  not  be  obtained,  conse- 
quently the  annual  return  was  not  sent  to  Somerset 
House,  which  drew  a  request  from  the  Registrar  for 
anch  retom.  Hie  Secretary  wrote  explaining  matters, 
and  the  R^strar  sui^ested  that  the  company  should 
cease  to  exist  at  the  expiration  of  three  months  from  the 
date  of  bis  letter.  The  question  then  came.  What  was 
to  be  done  with  the  assets — viz.,  the  diarea  In  the  A. 
Company,  which  were  known  to  be  worth  some  little 
value,  and  also  how  was  the  Secretary — who  was  the 
(mly  creditor — to  be  paid  his  arrears  of  salary  and  out- 
of-pocket  expenses  ?  In  order  to  deal  with  the  shares 
and  get  a  quorum,  a  member  transferred  a  few  of  his 
shares  to  each  of  four  persons,  and  the  Secrrtary,  on 
the  request  of  the  two  existing  directors  (although  there 
were  migiDally  three,  and  the  vacancy  had  not  been 
made  ipxid),  called  an  extraordinary  general  meeting 
smmnnuDg  the  transferees  of  the  shares,  although  the 
tnmsCen  had  not  come  before  a  board  of  directors,  nor 


had  a  new  certificate  been  given.  The  requisite 
qnorum  was  obtained  and  a  resolution  passed,  authorie- 
ing  the  shares  to  be  put  up  by  public  auction,  and 
giving  the  Secretary  power  to  affix  the  common  seal  of 
the  company  to  a  transfer  in  accordance  with  the  sale, 
which  was  eventually  carried  out,  and  the  proceeds 
paid  ovftr  to  the  Secretary — ^the  only  creditor.  The 
transferee  of  the  shares  then  lodged  the  transfer  and 
scrip  with  the  A.  Company  with  a  request  for  a  new 
certificate  to  be  issued  in  his  name,  which  was  met 
with  a  refusal  on  the  grounds  that  the  directors  were 
not  sure  of  the  premises  on  which  the  shares  were  sold, 
although  they  had  no  power  in  their  articles  to  refuse 
atransfier. 

I  have  placed  the  case  fairly  folly  as  being 
one  out  of  the  ordinary,  and  am  of  opinion  that  the 
Secretary  was  not  acting  within  his  powers  in  calling 
the  extraordinary  general  meeting  without  the  consent 
of  the  directors  given  at  one  and  the  same  time  (in 
this  case  the  consent  was  given  by  each  director  at 
different  times) ;  that  the  Secretary  was  justified  in 
calling  to  the  meeting  the  transferees  of  shares, 
although  the  transfier  had  not  been  passed  by  any 
board  of  directors,  as  they  had  no  power  in  their 
articles  to  refuse  transfers,  and,  also,  a  transfer  of 
shares  dates  irom  the  date  of  the  execution  of  the 
transfier,  which  date  was  prior  to  the  issue  of  the 
circular  calling  the  meeting;  that  the  A,  Company 
had  no  power  to  refuse  to  register  the  transfer  lodged 
with  them,  or  refuse  to  issue  a  new  certificate  in 
accordance  with  the  transfer,  which  on  the  face  was 
r^lar  and  in  order,  and  which  was  accompanied  with 
the  old  certificate. 

May  I  invite  discusdon  on  the  points  raised,  and 
also  on  any  others  which  may  occur  to  any  of  your 

readers. 

Yours  faithfully, 
%nd  October  1906,  A.S.A.A. 


Income  Tax  Surveyors  and  Balance  Sheets. 

{To  the  Editor  of  The  Accountant.) 

Sir,— Some  of  the  Income-tax  Surveyors  are  now 
demanding  Balance  Seeets  when  settling  the  assess- 
ment for  Schedule  D. 

They  only  ask  for  them  in  the  case  of  limited  com- 
panies, but  as  many  limited  companies  are  practically 
private  partnerships,  there  is  just  as  much  objection 
in  supplying  them  as  if  the  Balance  Sh^et  of  a  orivate 
partnership  were  asked  fiHr,gitized  by  VjOOQ IC 
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I  should  be  glad  if  you  or  any  of  your  correspon- 
dents can  answer  the  question :  Are  they  entitled  to 
ask  for  a  Balance  Sheet,  and,  if  refused,  to  make  it 
difficult  to  settle  the  assessment  ? 

Thanking  you  in  anticipation, 

Yours  faithfully, 

gth  October  1906.  INCOME  TAX. 


Check  Figure  System. 

[To  the  Editor  of  The  Accountant.) 
Sir,— Kefeniog  to  the  letter  of  Mr.  G.  W.  Mitdieson, 
A.C.A.,  in  your  issue  of  the  agth  ult,  I  would  suggest  a 
somewhat  shorter  method  than  that  set  out  by  tiim. 

Where  the  remainder  of  the  pounds  is  an  even 
number,  divide  by  3,  add  the  EhilUngs  to  the  result, 
and  subtract  the  pence.  If  the  remainder  happens  to 
be  an  odd  number,  add  13  and  divide  by  2,  add  the 
stiilllngs  and  subtract  the  pence  as  before.  For 
example : — 

Required,  the  check  figure  of  ^375  33.  4d. 

375  -i"  13  leaves  11  over, 
rr  4-  13  T  2  =  12 

"  +    3     =  15 

15  ~  4    =     It      check  figure  required. 

Again,  required  the  check  figure  of  £yj6  3s.  4d. 

376  -i-  13  leaves  12  over. 
12  +  2  =  6 

6  +  3=9 

9-405      check  figure  rwiuired. 

The  following  table  of  the  check  figures  of  £\  to  £1^ 
is  useful:— 

Eveii  NutubtTS  Odd  Numbers 

(divide  by  3)  (4dd  13  aiid  divide  by  a) 

^2-1  /I  -  7 

4-2  3  =  a 

6=3  5=9 

8  =  4  7-10 
10  =  s  9  =  II 

12  =  6  II  =  12 

13  -=  o 

Mr.  Mitchesoa  points  out  lhat  where  the  shillings 
are  of  the  same  denomination  as  the  pence,  the  same 
check  figure  will  result  in  each  case,  as,  for  example, 
IS.  id.  and  3S.  2d.  In  addition  to  this  the  following 
amounts  wlU  be  found  to  have  the  same  check  figure : 
28.  7d.  and  £%  7s.;  6s.  8d.  and  8s. 

Yours  faithfully, 
E.  W.  CRAWFORD,  A.C.A. 
Widnes^  t^h  OctiAer  1906. 


Poor  Rate  AAsessment. 

[To  the  Editor  of  The  Aeeomtata.) 
SiK,— I  have  been  not  a  little  iat«ested  in  the  replies 
given  to  the  apparently  simple  question  asked  by  your 
correspondent  "  B  "  in  your  issue  of  the  22nd  ult. 

Summarised,  the  results  given  by  your  correspond«its 
appear  to  be  as  undw : — 

Gross  Estimated  Ratuble 
Rental.  VjJoe. 

Mr.  Eckersley            ..     ^9   i  10  £7   $  ^ 

Now  amended  to..       9  12   3  7  14  o 

Mr.  Bland                 ..       9  12   o  7  14  o 

Mr.  Refers       ..       ..     10   o   o  800 

O.  W  10   o   o  800 

H.  B                                 9  12   3  7  14  o 

Of  your  five  correspondents  who  have  dealt  with  the 

po'nt,  three  appear  to  agree  that  the  figures  should 
be:- 

Gross  Estimate  1  Rental   jfo  12  o 

Rateable  Value   7  14  o 

while  two  of  your  correspondents  make  the  amounts  as 

unda:  — 

Gross  Estimated  Rental  £10  o  o 

Rateable  Value   800 

The  difference  in  the  resulis  obtained  appears  to 
arise  in  connection  with  the  water  rate  (los ),  the  last- 
named  correspondents  having  in  their  calculaticMis 
treated  this  rate  {or  rent,  as  it  is  sometimes  called)  as 
not  being  a  rate  which  may  be  deducted  In  aniving  at 
the  gross  estimated  rental. 

Mr.  Rogers  states  that  "  the  charge  for  water  is  not 
"  a  rate  in  the  great  majority  of  cases,  it  partaking  of 
"  the  nature  of  a  rent,  and  no  allowance  is  provided  for 
"  by  statute." 

"  G.  W."  appears  to  be  of  tile  same  ofrioim,  fior  he 
states  that  "The  water  rent  (los.  per  year)  u  not 
'*  taken  Into  account,  as  it  Is  not  a  usual  tenant's  rate. 
"  and  wouM  not  be  allowed  to  be  included  with  the 
"other  rates  as  a  deduction  from  the  gross  rent  to 
"  obtain  the  gross  estimated  rental." 

In  connecrtion  with  this  point,  Mr.  W.  C.  Ryde,  in 
his  well-known  work  on  "  The  Law  and  Practice  of 
Ratmg,"  (p.  143)  says  :— 

" '  Water  Rate,'  charged  on  premises  for  water 
sui^lied  to  them,  is,  strictly  speaking,  not  a  rate  at  all, 
but  may  be  compared  to  a  charge  for  gas,  bread,  or  any 
other  necessary  of  UIb;  and,  therefore,  where  the  rent 
includes  such  a  <  water  rate,'  a  dednctioa  sbonld  be 
made  in  c^culating  the  rateable  value." 

And  Mr.  A.  F.  Jeokin,  in  his  excellent  "  Manual  for 
Overseers."  (3rd  e«iitioi^^.^^^^^gQQg[e 
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"Where  tbe  landlord  pays  water  rate,  the  amount 
of  the  water  rate  should  be  deducted  from  tbe  rent  in 
astxrtaining  tbe  gross  estimated  rental,  not  because 
water  rate  is  one  of  the  rates  the  tenant  holding  on  tbe 
terms  of  the  Parochial  Assessment  Act,  1836,  is  supposed 
to  pay.  but  because  In  such  a  case  the  portion  of  the  so- 
called  rent  paid  by  the  tenant  represented  by  the  water 
rate  is  not  properly  rent  at  all,  but  is  in  the  nature  of  a 
payment  for  a  commodity  supplied." 

Id  view  of  the  above  opinions,  which,  I  may  say,  are 
supported  by  decided  cases  on  the  point,  I  suggest  that 
the  following  is  the  correct  mode  of  dealing  with  the 
matter ; — 

/  3  d 

Gross  Payment  by  Tenant  (52  weeks  at  5/-)     13   o  o 
Uss  Water  Rate,  or  Water  Rent,  treated 


as  being  in  the  nature  of  a  commodity 

0  10 

0 

Gross  Rent,  including  "all  usual  Tenant's 

12  TO 

0 

Less  Rates  at  7/6  in  tbe  /  on  a  Rateable 

2  18 

0 

Gross  Estihatbd  Rxntal  . 

g  12 

0 

Leu  Allowance  of  20  %  for  Repairs, 

I  18 

0 

£7  14 

0 

Yoais  faithfully* 

JAMES  GIBSON. 

BarnsUy.  S/A  October  1906. 


(To  t)u  Editor  of  The  Accountant.) 

Sir,— Year  correspondent  Mr.  F.  S.  Eckersley 
appears  to  have  very  little  difficulty  in  chaugiDg  his 
opinion  on  the  above  subject,  judging  his  two 

lelt^  in  your  recent  iranes.  Perhaps  the  following 
may  assist  him  in  changing  his  mind  for  the  third  time. 

It  was  decided  in  1865  (and  is  still  good  law)  in  Reg. 
V.  Bilsttm  {L.R.  i  Q.B.  18  ;  6  B.  &  S.  90S;  35  L.J.M.C. 
73;  »a  Jnr.  N.  S.  139;  13  L.T.  N.S.  337;  14  W.R.  83) 
that  in  estimating  the  rateable  value  of  a  tenement,  no 
deduction  &om  the  gross  value  is  to  be  allowed  for 
water  rate,  Cockbnrn,  C.  J.,  Myiug:  "It  is  neither  a 
"  tenant's  rate,  not  an  expense  necessary  to  keep  the 
"premises  in  repair,  or  to  maintain  them  in  a  condition 
"  to  command  the  rent.  Water  is  a  thing  the  tenant 
"  has  to  provide  himself  with,  and  is  a  necessary  of  life 
"  as  mucb  as  food." 

Voor  two  correspondents* — Messrs.  J.  H.  Rogers  and 
**  G.  W." — replies  are  therefore  the  correct  ones. 

Yoius  faithfully, 

MIDLANDS. 


^be  institute  of  Cbartereb  accountants 
in  £nalanb  anb  Males. 


At  a  special  meeting  of  the  Council,  held  on  Wednesday 
the  3rd  October  1906,  at  the  Hall  of  the  Institute,  Uoor- 
gate  Place,  E.C.,  the  following  persons  ceased  to  be 
members  of  the  Institute : — 

Mr.  E.  T.  Jones,  F.C.A.,  52  Queen  Victoria  Street,  E.G. 
„   R.  McNaught,  F.C.A.,  Bindloss  Chambers,  4  Chapel 

Walks,  Manchester. 
„   F.  B.  Cox,  A.C.A.,  Rock  House,  Basford,  Notting- 
ham. 

„   R.  Green,  A.C.A.,  13  Temple  Street,  Binningham. 
,,   A.  P.  Selby,  A.C.A.,  North  Lodge,  Retford. 


(tbartereb  accountants*  Xoboe. 


The  second  meeting  of  the  Chartered  Accountants' 
Lodge,  No.  3,162,  was  held  at  the  New  Gaiety  Restaurant, 
Strand.  W.C.,  on  Wednesday,  the  3rd  October  1906. 

The  following  gentlemen  were  duly  initiated,  viz. ; — 
Messrs.  John  Sutherland  Harmood-Banner,  M.P.,  Herbert 
John  Page,  Geoffrey  Rowley  Bostock,  John  Brinkler 
Woodthorpe,  Charles  Frederick  Cape,  and  Frank  Lindsay 
Fisher. 

The  following  were  unanimously  elected  members  of  the 
Lodge  :— 

As  Honorary  Mmbers. 

V.  W.  Bro.  Sir  Edward  Letchworth,  G.S. 
W.  Bro.  Dr.  R^ph  Gooding,  P.G.D. 
W.  Bro.  Edwin  Fox,  P.A.G.D.C. 

V.  W.  Bro.  The  Rev.  Canon  Horsley,  M.A.,  G.  Chaplain. 
W.  Bro.  Henry  Times,  P.D.G.D.C. 
W.  Bro.  T.  A.  Bullock,  P.G.Swd.B. 

At  Joining  Mimbers. 
W.  Bro.  John  William  Barratt. 
Bro.  Lionel  Cuthliert  Cropper. 
W.  Bro.  Percy  Weiller  Straus. 
Bro.  Robert  Simpson. 
W.  Bro.  WiUiam  Hardy  King. 

The  following  members  were  present : — Messrs.  W. 
Plender,  W.M.,  John  W.  Woodthorpe,  James  H.  Stephens, 
Francis  W.  Pixley,  H.  Woodburn  Kirby,  G.  Sneath,  A.  H. 
Gibson,  E.  Edmonds,  Arthur  F.  Wbmney,  W.  H.  Fox, 
Charles  Eves,  T.  E.  Sbuttlewortii,  W.  A.  Bawden, 
E.  Moore,  R.  Simpson,  and  the  following  guests,  viz.  :~ 
Messrs.  Edward  Tozer,  H.  R.  Schmettan,  George  May,  and 
S.  H.  Tatham  Annifge.      ^^^^^^^^^  by  GoOglC 
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Zbc  Xi\>ea;poo[  Cbartere^  Hccounrant5 
Stn^ents'  assocfatfon. 


Syllabus— Autumn  ScMlon,  1906. 


President:  Mr.  W.  E.  Mounsey,  F.C.A, 
Viet-Prtsident :  Mr.  W.  C.  Spencer,  F.C.A. 
Hon.  Surtiary :  Mr.  W.  L.  Evans  (with  Messrs.  Chalmers, 
Wade  &  Co.) 

Oct.  II. — Annual  Dinner  (at  the  Exchange  Hotel,  at  7-15 
p.m.).  President's  Inaugural  Address. 
„  26.— joint  Debate  with  the  Sheffield  Chartered  Accoun- 
tants Students — as  arranged  by  the  Union  of 
Chartered  Accoantant  Student  Societies. 
Sul^ect :  *'  Income  Tax." 

Nov.  8.— Lecture:  "Some   Notes  on  Income  Tax,"  by 
Mr.  Roger  N.  Carter,  F.C.A.  {Joint  Author  of 
"  A  Guide  to  Income  Tax  Practice  "). 
„    32.— Lecture :  "  An  Executor  Trustee,"  by  Mr.  G.  H. 
Aahworth,  A.C.A. 

Dec.   6.— Lecture:  "Bills  of  Exchange."  1^  Mr.  A.  T. 
Miller. 

At  the  Library,  3  Lord  Street,  at  6  p.m. 

Working  Uniom. 
Essay  ComptHtum. 
The  Committee  of  the  (Worling)  Union  of  Chartered 
Accountants  Students'  Societies  offer  a  first  prize  of  five 
guineas,  a  second  prize  of  two  guineas,  and  a  third  prize  of 
one  guinea  for  the  three  best  essays  on  '■  The  uses  and 
"limitations  of  the  Card,  Loose-leaf  Ledgers,  and  Slip 
"  Systems  in  relation  to  matters  of  Accounts." 
The  Rules  appeared  in  our  last  issue. 


Ube  Socfets  ot  Bccountantd  Bu^ttord. 


Twenty-First  Anniversary  Celebration. 

The  twenty-first  anniversary  of  the  foundation  and 
incorporation  of  this  Society  vas  celebrated  last  week  in 
London,  by  the  holding  of  the  Autamnal  Conference.  The 
business  [^oceedings,  wbich  commenced  on  Hiursday 
last,  were  conducted  in  the  Cordwainers'  Hall,  Cannon 
Street,  E.G.  The  President  of  the  Society  (Mr.  W.  G. 
Rayner)  occupied  the  chair,  and  there  was  a  large  attend- 
ance of  delegates. 

At  the  outset  the  Master  of  the  Cordwainers'  Company 
(Mr.  G.  W.  Canham)  extended  a  hearty  welcome  to  the 
conference  on  behalf  of  the  Wardens,  the  Court  of  Assis- 
tants, and  himself.  He  exjmssed  the  hope  that  the 
conference  would  not  only  be  of  a  pleasant  and  satisfac- 
tory nature,  bat  that  it  might  enhance  the  dignity  of  the 


accountancy  profession,  and  tend  to  the  improvement  of 
the  checking  of  accounts  throughout  the  business  of  our 
great  countiy.  (Applause.) 

The  Fresident  proposed  a  vote  of  thanks  for  the 
use  of  the  hall,  remarking  that  it  was  a  very 
great  pleasure  to  those  present  to  be  meetii^  in  the 
hall  of  one  of  the  ancient  guilds  of  the  City  of  London. 
In  extending  this  hospitality  the  Company  had  conferred 
upon  the  Incorporated  Accountants  a  very  great  boon. 
The  Cordwainers'  Company  was  one  of  the  oldest  in  the 
city,  dating  back  nearly  500  years.  It  was  not,  however, 
decrepit;  indeed,  it  was  full  of  life  and  vigour.  It  was 
still  carrying  out  the  purposes  for  which  it  was  originally 
brought  into  existence,  and  it  was  gratifying  to  know  that 
the  trade  which  it  represented  was  in  a  very  fiouiishing 
condition  in  this  countiy.  There  bad  been  American 
inva^on,  but  the  ability  and  business  acumen  displayed 
by  the  members  of  the  trade  had  been  such  that  they  had 
almost  entirely  routed  the  Americans.  (Applause.)  He 
trusted  the  ancient  Guild  would  contiQae  to  do  the  excel- 
lent work  in  which  it  was  wigaged. 

Mr.  H.  L.  Price  (Manchester)  seconded  the  resolution 
and  it  was  carried  unanimously,  a  brief  acknowledgment 
being  made  by  the  Master,  who  thereupon  retired. 

The  Secretaty  (Mr.  James  Martia)  announced  that  a  com- 
munication had  beea  received  from  the  Donunion  Associa- 
tion of  Chartered  Accountants  forwarding  a  copy  of  the 
following  resolution  passed  by  the  Council  on  September 
4th: — "That  the  Council  of  the  Dominion  Association  of 
"Chartered  Accountants  in  meeting  assembled  desire  to 
"convey  to  the  Society  of  Accountants  and  Auditors 
"(Incorporated  in  1885)  their  hearty  congratulations  on 
"  the  occasion  of  the  twenty-first  anniversary  of  its  incor- 
"  poration ;  that  the  Dominion  Association  recc^nises  the 
"warm  interest  shown  by  the  Society  in  the  efforts  put 
"forth  to  forward  the  welfare  of  the  members  of  th€  pro- 
"fession  within  the  Emfure,  and  hopes  that  the  continuous 
"efforts  made  by  the  Society  to  secure  Parliamentary 
"  recognition  may  ere  long  be  crowned  with  success." 
Communications  had  also  been  received  from  the 
Canadian  branch  of  the  Society,  the  Transvaal  Society  of 
Accountants,  and  the  American  Association  of  Acconnt- 
ants,  and  also  addresses  from  the  Scottish  and  Irish 
branches  of  the  Society,  as  well  as  the  various  district 
Societies  throughout  England,  all  congratulating  the 
parent  Society  on  the  attainment  of  its  majority,  and 
expressing  their  sincere  "appreciation  of  the  services 
"  rendered  by  the  Society  towards  the  advancement  of  high 
"professional  ideals,  both  within  the  United  Kingdom  and 
"throughout  the  Empire." 

The  Fresident  remarked  that  all  the  communications 
which  had  been  received  spoke  volumes  for  what  had  been 
done  by  the  Society  during  its^^^'^^^|  ^ais  of 
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existence,  and  he  wished  to  tender  to  the  Committees  of  the 
different  Societies  his  heartfelt  thanks  for  the  very  kind 
expressions  of  loyalty  contained  in  the  various  addresses. 

The  President  then  delivered  the  following  address :  — 

The  Positloa  and  Progress  of  the  Accountancy 
ProfeMlon. 

In  reviewing  the  position  and  progress  of  the  profession 
during  the  past  twenty-one  years,  I  do  not  intend  to  deal 
exhaustively  with  the  history  of  accounting  and  account- 
ants for  the  period,  as  a  work  under  that  title  was  edited 
by  Mr.  Richard  Brown,  of  Edinburgh,  for  the  jubilee  of 
the  Scottish  Chartered  Accountants,  and  in  that  work  the 
development  of  the  profession  was  ably  and  exhaustively 
traced  from  the  early  Italian  accountants  down  to  1904. 

Further,  it  is  not  my  intentioa,  in  the  short  paper  I  am 
placing  before  you,  to  go  over  the  ground  step  by  step  that 
our  Society  has  trodden  from  its  birth  until  its  coming  of 
age,  as  our  Secretary,  in  a  paper  entitled  "Incorporated 
Accountajits  in  the  British  Empire,"  read  by  ham  last 
year,  has  anticipated  me  in  this  respect. 

My  purpose,  however,  is  twofold — (t)  To  follow  the 
progress  of  organised  accountancy  during  the  period  ;  and 
(2)  to  glance  at  the  commercial  and  other  events  affecting 
our  position  during  the  intervening  years. 

The  Progress  of  Organised  Accountancy. 

The  pn^ress  of  accountancy  as  a  profession  since  1885 
is  remarkable.  Dealing  first  of  all  with  the  United  King- 
dom, I  find  that  twenty<one  years  ago  the  roll  of  the 
Institute  of  Chartered  Accountants  in  England  and  Wales 
bad  the  names  of  1,337  members  inscribed  thereon ;  to-day 
the  number  is  3.492,  showing  an  increase  of  2,155.  The 
Society  of  Accotmtants  and  Auditors  for  the  same  period 
has  grown  from  nil  to  2.097  '*dly  qualified  members.  (I 
might  here  mention  what  I  pointed  out  in  my  address  at 
our  annual  meeting  in  May  last,  that  the  normal  increase 
of  onr  Society's  membership  has  been  checked  by  the 
exclusion  of  the  names  of  the  student  members,  who,  at 
one  time,  were  included  to  the  extent  of  over  300.  Our 
membership  roll  is  now  on  the  same  basis  as  those  of  the 
other  recognised  bodies — only  the  names  of  fully 
qualified  Fellows  and  Associates  are  entered  thereon.)  The 
Scottish  Chartered  Societies  at  Edinburgh,  Glasgow,  and 
Aberdeen  had  a  membership,  in  1885,  of  340,  which  has 
grown  to  9S0  in  the  current  year,  or  an  increase  of  640. 
Ireland,  in  1S85,  had  no  separate  organisation,  the  Insti- 
tute of  Chartered  Accountants  in  Ireland  not  having  been 
incorporated  until  188S.  It  now  has  a  membership  of  70. 

Putting  all       figures  tc^ether,  the  totals  are — 

Kngl'Th  Chartered  Accotmtants    3>^' 

Scottish  Chartered  Accountants   

\xiatL  Chartered  Accountants   70 

Incorporated  Accountants  (Members  of  the 
Society  of  Accountants  and  Auditors)    ...  2,097 

6,639 


A  number  of  the  English  and  Scottish  Chartered 
Accountants  are  jH'actising  in  the  British  dominions 
beyond  ttie  seas,  and  an  even  larger  number  of  Incorpo- 
rated Accountants,  but  1  have  dealt  with  the  figures  on 
the  baais  of  the  origin  of  the  respective  qualifications. 
In  addition,  the  Mimicipal  Treasurers  and  Accountants,  a 
number  of  whom  are  also  members  of  our  Society,  have  a 
separate  organasaticHi,  which  was  founded  about  1885  and 
incorporated  in  1901.  This  has  a  membership  of  348, 
exclusive  of  students  and  hon.  members.  There  are  also 
in  existence  in  the  United  Kingdom  the  Corporation  of 
Accountants,  Lim.,  of  Glasgow,  and  two  Associations  in 
London,  incorporated  last  year  with  limited  liability. 
Turning  to  the  British  dominions  outside  the  United 
Kingdom,  the  only  bodies  of  accountants  in  existence  at 
the  time  of  the  Society's  incorporation  in  the  year  1885 
were  the  Association  of  Accountants  in  Montreal,  founded 
on  the  34th  July  1880,  and  the  Institute  of  Chartered 
Accountants  of  Ontario,  incorporated  by  special  Act  of 
the  Legislature  on  the  ist  February  1883.  At  the  present 
time  there  are,  as  far  as  my  knowledge  goes,  the  follow- 
ing organisations: — Six  in  Canada,  eight  in  Australia  and 
Tasmania,  two  in  New  Zealand,  and  two  in  South  Africa. 
The  above  are  exclusive  of  our  own  Society's  branches. 

In  the  United  States  of  America  no  organisation  existed 
when  our  Society  was  formed,  but  at  the  present  time 
there  are  at  least  twenty  Associations  of  Public  Account- 
ants throughout  the  States,  and  most  of  these  are  affiliated 
together  through  the  American  Association  of  Public 
Accountants,  which  has  united  into  one  organisation  the 
public  accountants  practising  in  the  United  States,  and 
brought  into  communication  with  one  another  the  several 
Societies  of  Certified  Public  Accountants.  The  new  con- 
stittition  of  the  American  Association  of  Public  Account- 
ants has  resulted  in  the  practical  amalgamation  therewith 
of  the  Federation  of  Societies  of  Public  Accountants  in 
America,  which  was  responsible  for  the  Congress  of  Pro- 
fessional Accountants  held  in  1904,  in  connection  with  the 
World's  Fair  at  St.  Louis,  at  which  our  Society  was 
represented. 

The  Duties  of  Accountants. 

Let  me  just  ask  the  question :  What  is  an  accountant, 
and  wherein  lie  his  duties  ?  The  definition  of  an 
accountant  which  finds  most  favour  in  our  own  Society  is 
contained  in  the  "Encyclopedia  of  Accounting,"  as 
follows  ; — "An  accountant  is  a  person  skilled  in  accounts, 
"and  the  term  may  be  used  to  designate  either  one  who 
"makes  the  examination  and  stating  of  accounts  his  pro- 
"fession,  or  an  officer  in  a  public  office  in  charge  of 
'the  accounts." 

The  duties  of  accountants  are  also  concisely  set  forth 
in  an  article  in  the  same  work,  and  are^escribed  hi  the 
following  manner ^-^g^^^^Q^  by  GoOglC 
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"Auditing  and  reporting  on  the  accounts  of  companies, 

corporatdons,  public  bodies,  societies,  institutions, 

private  firms,  and  individuals. 

Drawing  up  Balance  Sheets,  states  of  affairs,  schemes 

of  division,  and  other  statements  of  accounts. 
"Investigating  books  and  accounts,  with  the  view  of 

certifying  as  to  profits,  accounting  for  losses,  or 

tracing  defalcations. 
"Reporting  on  and  unravelling  accounts  under  remits 

from  the  Courts. 
"Designing   systems   of   bookkeeping   and  keeping 

accounts,  and  advising  tiiereon. 
"Acting  as  arbitrator  or  as  an  expert  witness  in  judiciid 

proceedings,  and  in  arbitrations  where  matters  of 

accounting  are  involved. 
"Acting  as  secretary  or  accountant  of  companies  or 

other  concerns  which  have  not  such  officers  of  their 

OWD' 

"Managing  as  factor,  appointed  by  the  Courts,  the 
estates  of  persons  under  some  legal  incapacity,  or, 
as  trustee  or  factor,  estates  voluntarily  placed  under 
an  accountant's  charge. 
"Winding-up  and  -distributing  estates  in  bankruptcy, 
insolvency,  or   liquidation,   including   estates  -of 
persons  deceased." 
Apart  from  a  little  phraseology,  more  familiar  to  our 
Scottish  than  English  or  Irish  members,  I  think  yon  will 
agree  with  me  that  the  writer  has  very  accurat^y  set  forth 
the  principal  duties  relating  to  our  profession. 

The  Growth  of  Professional  Work. 
Vou  will,  no  doubt,  concur  in  my  view  when  I  place 
auditing  in  the  forefront  of  our  duties  as  professional 
accountants,  and  no  part  of  the  duty  of  an  auditor  has 
grown  more  rapidly  in  the  last  twenty-one  years  than  that 
in  connection  with  the  accounts  of  public  companies.  I 
find  that  on  the  30th  .^ril  18S5  there  were  registered  in 
England,  Scotland,  and  Ireland  9,344  companies  with  a 
paid-up  capital  of  ;^494,9o9,862.  On  the  30th  April  1906 
the  number  of  companies  had  increased  to  40,995,  and 
the  paid-up  capital  to  ^^2,003,392,001.  These  figures  are 
not  only  marvellous  in  themselves,  bitf  they  are  interesting 
in  showing  that  the  Increase  in  the  number  of  companies 
registered  has  been  in  about  the  same  proportion  as  the 
increase  in  the  number  of  qualified  public  accountants. 
Then,  again,  althougli  we  have  no  statistics  to  guide  us,  I 
think  it  cnay  be  safely  assumed  that  in  the  period  under 
review  the  number  of  private  individuals  and  firms  who 
have  their  accounts  r^ularly  audited  has  also  increased 
fourfold. 

As  to  the  accounts  of  public  authorities,  since  the 
incorporation  of  our  Society  the  accounts  of  all  coun^ 
councils,  the  London  borough  councils  and  urban  dis- 
trict councils,  have  been  placed  under  Local  Government 


audit.  On  the  other  hand,  the  muoicipal  corporations  in 
England  and  Wales,  with  a  few  exceptions,  are  subject 
to  the  provisions  of  the  Municipal  Corporations  Act  of 
1SS2,  by  which  one  auditor  must  be  a  member  of  the  town 
council,  nominated  by  the  mayor,  and  two,  who  cannot 
be  members  of  the  town  council,  elected  by  the  rate- 
payers. The  excepted  corporations  are  those  which  have 
obtained  special  Acts  for  the  appointment  of  professional 
accountants  as  their  auditors,  and  they  are  an  increasing 
number.  Meeting,  as  we  are  here,  in  the  ancient  City  of 
London,  I  ought  not  to  omit  to  state  that  the  Corporation 
of  the  Ci^  of  London  employs  several  professional 
accountants  in  the  capacity  of  auditors.  Of  course,  everj' 
member  of  this  Society  is  aware  of  the  zi^rt  of  ttie  Joint 
Select  Committee  on  Municipal  Trading,  which  recom- 
mends the  abolition  of  the  existing  systems  of  audit,  and 
the  appointment  of  auditors  being  members  of  this  Society 
or  of  the  Institute  of  Chartered  Accountants  in  England 
and  Wales. 

In  the  matter  of  reporting  on  and  unravelling  accounts 
by  order  of  the  Courts,  I  do  not  think  we  have  much  cause 
for  complaint,  although  accountants  in  England  are  not 
employed  on  this  class  of  work  to  the  same  extent  as  they 
are  in  Scotland. 

With  regeird  to  designing  systems  of  bookkeeping,  and 
keeping  accounts  and  advising  thereon,  there  have  been 
great  strides.  While  the  principles  of  bookkeeping  and 
accounting  can  scarcely  be  said  to  have  altered  during  the 
last  twenty-one  years,  many  changes  and  developments 
in  methods  have  taken  place.  It  was  hardly  to  be 
expected  that  principles  which  had  stood  for  many  years 
the  test  of  practical  applteation  would  und«go  any 
material  chai^fe.  The  one  point  on  which  auditors  of 
public  companies  were  threatened  with  a  serious  difficulty 
was  in  connection  with  the  creation  of  secret  reserves,  but 
a  recent  decision  of  the  Court  has,  for  the  present  at 
least,  relieved  accountants  of  any  anxiety  as  to  their 
freedom  and  independence  in  relation  to  accounts  where 
reserves  of  this  character  are  met  with. 

As  regards  methods  of  accounting,  the  tendency  has 
been  to  find  means  of  reducing  labour  without  sacrificing 
efficiency— an  object  which  is  always  difficult  to  attain. 
Some  success  in  this  direction  has  been  achieved,  how- 
ever, by  the  introduction  of  what  are  known  as  the  Loose- 
leaf  Ledger  and  Card  Ledger  Systems.  It  is  well  known 
to  us  that  some  accountants — and  X  am  among  the  number 
— do  not  regard  the  new  order  as  beir^  quite  so  safe  as  the 
old — (hear,  hear) — but  there  can  be  little  doubt  that  what- 
ever shortcomings  may  exist  from  the  point  of  view  of 
security  and  safety — and  many  who  are  competent  to 
judge  do  not  admit  any  shortcomings— a  distinct  economy 
of  labour  is  effected,  and  it  is  evident  that  the  I.AOse-leaf 
Ledgers  and  the  Card  Ledgers  hav&^edme  to  sbt^.  I  will 
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not  attempt  to  diacass  their  respective  merits.  The  search- 
ing test  of  practical  application  will,  no  doubt,  settle  this 
satisfactorily  in  the  years  to  come. 

Another  useful  development,  to  some  extent  associated 
with  these  new  systrans,  is  the  comparatively  recent 
application  of  accounting  to  the  ascertainment  of  prime 
costs.  This  much-neglected  department  of  accountancy  is 
receiving  increased  attention  year  by  year,  but  there  is 
still  much  to  be  done  towards  perfecting  the  systems 
which  are  in  force,  but  this  will  follow  as  a  matter  of 
course  whoR  once  manufacturers  are  sufficiently  impressed 
with  the  importance  of  accurate  costing  as  a  factor  in  the 
successful  conduct  of  their  affairs. 

There  is,  perhaps,  nothing  more  striking  in  relation  to 
acconnls  than  the  amonat  of  literature-^;ood,  bad,  and 
indiflerent — which  the  last  twenty  years  have  produced.  The 
number  of  useless  accountancy  books  placed  upon  the 
market  in  recent  years  can  only  be  explained  by  tbe  fact 
that  everyone  who  has  a  tolerable  knowledge  of  double-^ntry 
bookkeeiung  thinks  he  is  c«4;>able  of  writing  a  book  on  the 
subject.  But,  notwithstanding  this  plethora  of  verbiage, 
many  useful  books  have  been  written,  and  the  accountant 
student  of  to-day  has  many  facilities  for  acquiring  a 
thorough  knowledge  of  his  professioa  which  were  not  at  the 
disposal  of  the  [mvious  generatioD. 

In  tbe  matter  of  arbitrations,  especially  I'n  arbitrations 
where  matters  of  accounting  are  invcrfved,  I  have  nothing  to 
guide  me  as  to  the  increase  of  work,  but  I  hardly  think  that 
artHtFBtioii,  in  commercial  disputes  in  England,  has  found 
that  hvonr  which  might  be  expected,  especially  in  these 
da]rs,  when  international  arbitration  is  so  much  talked 
about  One  interesting  experiment  has  been  made— namely, 
in  connection  with  the  London  Court  of  Aibitiatlon,  whidi 
at  one  time  wu  partly  under  the  management  of  the  Cor* 
poratioo  of  the  City  of  London  and  the  London  Chamber 
of  Commerce,  but  which  has  sow  been  entirely  taken  over 
by  the  Utter  body.  There  is  a  long  list  of  arbitrators  con- 
nected with  tlie  various  professions,  trades,  and  bnsnesses 
(.arried  f>n  in  the  metropolis,  and,  by  the  rules  of  the 
Chamber,  disputants  may  select  from  their  official  list  the 
names  of  arbitrators  whom  they  prefer,  or  they  may  leave 
the  selection  to  the  R^strar.  It  is  recommended  to  traders 
It  insert  in  contracts  and  agreements  the  follovipg  clause : 
"  AH  disputes  which  may.  arise  relating  to  this  contract 
"  shall  be  submitted  to  arbitration  under  the  rules  for  the 
"  time  being  of  the  London  Clumber  of  Arbitration."  A 
proper  scale  of  fees  is  allowed  to  the  arbitrabHS  and  umpires 
engaged,  but  the  fees  of  the  office  of  the  Chamber  are  kept 
very  low.  I  am  afraid,  however,  from  all  I  know  in  connec- 
tiou  with  the  matter,  that  the  services  of  the  great  majority 
of  arbitrators  appointed  by  the  Chamber  are  very  seldom 
aDnlfar. 

The  bnsiiiasc  of  secretary  or  accoontant  to  companies  is 


one  which  lias  considerably  grown.  Many  enable  men  in 
our  own  profession  take  ^pointmeuts,  dther  in  the  capacity 
of  secretary  or  accountant.  The  work  of  the  former  is 
becoming  specialised,  and  the  Chartered  Institute  of 
Secretaries  of  Joint  Stock  Companies  and  other  public 
bodies  has  been  formed  and  incorporated,  and  is  a  very 
dourisbinf;;  body. 

The  duties  of  accountants  in  connection  with  trusteeships 
and  executorships  have  largely  increased,  and  it  is  a  satis- 
factory sign  of  the  times  that  accounts  of  this  class  are  being 
submitted  to  regular  audit. 

With  regard  to  the  winding-up  and  distribution  of  estates 
in  bankruptcy  or  under  deeds  of  arrangement,  and  also  in 
connection  with  tbe  winding-up  of  companies,  the  following 
information  will  be  of  interest.  In  the  report  of  the 
Inspector-General  in  Bankruptcy  for  1885  it  was  stated  that, 
for  i}fe  year  ended  31st  Decemtier  1884,  the  number  of 
receiving  orders  was  4,170,  which  represented  less  than  half 
of  tbe  total  for  1883  (in  point  of  numbers  the  lowest  for  ten 
years).  The  report  Cor  the  year  1905  Is  not  yet  in  my 
hands,  but  I  find  that  in  1904  thenumber  of  receiving  orders 
was  4,546,  but  for  tbe  same  year  the  number  of  deeds  r^s- 
tered  under  the  Deeds  of  Arrangement  Act  for  1887  was 
4,085.  You  will  remember  that  in  the  year  1885  deeds  of 
anangement  were  not  subject  to  registration,  but,  from  the 
returns  now  available,  it  would  appear  that  for  some  years 
past  there  has  l>een  a  steady  increase  in  the  number  of 
arrangements  outside  the  Bankruptcy  Act ;  the  total  number 
of  deeds  for  1904  falls  only  461  below  the  number  of 
receiving  orders,  while  the  assets,  estimated  by  debtors 
under  deeds  of  arrangement,  is  actually  larger  than  tbe 
assets  for  the  same  year,  estimated  in  proceedings  under 
the  Bankruptcy  Act.  This  tends  to  show  that  tbe 
peodulnm  has  again  swung  round,  and  that  there  is  a 
growing  tendency  on  the  part  of  creditors  to  avail 
themselves  of  the  means  of  winding-up  insolvent 
estates  without  the  ioterveotion  of  the  Court.  I  do 
not  propose  to  say  more  on  this  matter,  as  our  Vice- 
President  is  to  give  us  a  paper  on  tbe  subject  to-morrow 
(Friday).  While  the  Bankruptcy  Act  of  1883  effected  a 
very  important  alteration  la  the  law  with  regard  to  the 
winding-up  of  bankrupts'  estates,  so  tbe  Companies 
(Winding-up)  Act  of  i8go  also  brought  about  some  drastic 
changes  in  respect  of  the  compulsory  liquidation  of  com- 
panies by  order  of  the  Court,  but  the  rettims  go  to  show 
that  the  powers  of  the  Court  are  only  set  in  motion  in 
about  6  per  cent,  of  all  the  cases  that  go  into  liquidation, 
the  great  majority  of  companies  being  wound  up 
voluntarily  under  the  Act  of  t86a. 

It  is  a  somewhat  common  remark  of  persons  who  only 
have  experience  of  professional  accountants  in  insolvency 
matters,  tliat  times  of  bad  trade  are  good  for  us ;  but  this  is 
a  gnat  faUacy.  as  the  volume  efg»t'^fe<9^?t3^I\f  X 
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small,  as  compared  with  the  amount  of  work  which  flourish- 
ing trade  and  commerce  places  in  our  hands.  During  the 
depression — now  happily  passing  away — the  staffs  of  many 
offices  have  been  reduced,  and  a  number  of  accountants' 
clerks  have  been  seeking  fresh  appointmeats,  but  it  has  not 
come  to  my  knowledge  that  any  particular  firm  has  made  a 
fortune  over  insolvency  business  during  the  same  period. 

I  think  I  have  placed  before  you  enough  information  to 
show  that  the  amount  of  work  at  the  disposal  of  profes- 
sional accoantants  prepresses  satisfactorily  alongside  the 
growth  of  the  profession  itself. 

The  Position  of  the  Profession. 

With  regard  to  the  position  of  the  profession  in  the 
United  Kingdom,  tli^  most  optimistic  person  cannot  admit 
that  it  is  satisfactory.  Asforaspos^ble  I  intend  to  avoid 
controversy,  as  it  is  roost  desirable  that  our  twenty-fiirst 
celebration  should  be  an  occasion  of  peace  and  goodwill, 
and  that  we  should  reciprocate  the  good  feeling  and  cordial 
wishes  shown  ua  by  the  Chartered  and  other  organised 
bodies  of  accountants  throughout  the  Empire— (hear,  hear) 
— but  still  the  fact  remains  that  after  fifty  years  of  organisa- 
tion in  Scotland  and  a  quarter  of  a  century  in  Ei^land,  the 
conditions  to  the  public  mind  do  not  appear  to  be  tar 
removed  from  chaos,  New  associations  of  accountants  are 
constantly  being  formed  with  ever-varying  qualifications  for 
membership,  and  the  public  are  still  left  without  any 
definite  standard  by  which  a  professional  accountant  can  be 
judged.  It  is  quite  true  that  some  professional  authorities 
say  one  thing  and  some  another,  but  the  actual  standard  for 
qualification  should,  in  my  opinion,  and  in  the  opinion  of 
this  Society,  be  regulated  by  statute.  (Applause.)  Follow- 
ing this  paper  a  resolution  will  be  moved  to  this  effect  by 
our  Secretary. 

With  regard  to  the  position  of  our  own  Society,  I  dealt 
with  this  very  fully  in  my  address  at  the  twenty-first  annual 
business  meeting  held  in  May  last.  I  was  able  to  point  out 
that  our  progress  is  in  every  way  satisfactory,  that  our 
examinations  continue  to  attract  an  increasing  number  of 
candidates,  and  that,  with  the  aaaistanoe  of  oar  Scottish, 
Irish,  and  Colonial  Committees,  we  are  setting  up  one 
standard  of  qualification  for  membership  of  the  Society  in  the 
United  Kingdom  and  the  Colonies.  Our  members, 
generally,  are  maintaining  a  strict  code  of  profesucuial 
morality,  and  one  and  all,  I  believe,  aspire  to  a  high  standard 
of  inrofiBSsional  skill.  We  endeavour,  through  these  Con- 
ferences and  through  the  agency  of  our  District  Societies  in 
the  provinces,  to  cultivate  a  spirit  of  professional  friendli- 
ness. Government  d^iartmenta,  and  public  officials  with 
whom  we  are  brought  into  contact,  treai  us  with  respect  and 
consideration,  and  I  believe  that  Incorporated  Accountants, 
wherever  they  may  be  practising,  are  obtaining  by  proper 
professional  methods  that  full  share  of  business  which  their 
skill  and  reputation  entitle  them  to  receive.   (Hear,  hear. 


In  concluding  my  observations,  I  am  mindful  of  the 
rapidity  with  which  I  have  reviewed  the  portion  and  pro- 
gress of  tbe  profession  during  the  past  twenty-one  years,  but 
there  is  a  considerable  amount  of  business  before  us,  and  it 
is  not  desirable,  on  an  occasion  like  this,  that  speakers 
should  be  shut  out  on  the  resolutions  which  will  be  sub- 
mitted to  you.  (Applause.) 

Legislation  for  the  Profession. 

Mr.  James  Martin:  In  placing  before  yon  tbe  motion 
standing  in  my  name  I  would  like  to  say  that  I  have 
observed  a  criticism  that  the  space  of  one  hour  allotted  to 
this  subject  is  not  sufficient  having  regard  to  its  importance. 
I  do  not  agree  with  this  remark,  for  tbe  reason  that  the 
subject  of  legislation  for  our  profesdon  has  been  before  our 
Society  for  seventeen  or  eighteen  years,  and  has  been  dis- 
cussed at  most  of  tbe  annual  meetings  of  members.  I  myself 
have  addressed  the  members  upon  it  in  nearly  all  the  principal 
cities  of  England,  also  in  Scotland,  Ireland,  and  in  some  of 
die  Colonies,  and  whatever  views  may  be  held  outside  the 
Society.  I  believe  that  the  motion  would  have  been  passed 
at  this  Conference  practically  without  discussion.  It  might 
be  said,  "If  this  is  so,  why  put  it  on  the  notice  paper?  " 
but  it  seems  to  me  that  if  we  allowed  this  important  anni- 
versary to  pass  virithout  once  again  affirming  our  views  on 
this  vital  question  to  the  whole  profession,  it  might  with 
some  justice  have  been  said  that  we  were  weakening  oor 
resolve  never  to  rest  until  a  satisfactory  measure  for  the 
regulation  and  control  of  public  accountants  had  been  placed 
on  the  Statute  Book  of  the  United  Kingdom.  Before  pro- 
ceeding further,  let  me  take  this  opportunity  of  saying  how 
deeply  we  all  appreciate  the  messages  which  have  just  been 
read  from  Canada  and  the  United  States.  The  resolution 
of  the  Dominion  Association  of  Chartered  Accountants, 
hoping  that  the  continoous  efforts  made  by  our  Society  to 
secure  parliamentary  recognition  may  ere  long  be  crowned 
with  success,  is  very  wdcome.  As  you  have  heard  from  our 
President's  paper,  tbe  Dominion  Association  of  Chartered 
Accountants  is  In  no  way  connected  with  our  Sodety's 
organisation,  but  tbe  Canadian  Chartered  Accountants,  like 
nearly  all  qualified  accountants  in  the  British  dominions 
beyond  the  seas,  have  come  to  recognise  that  our  policy  is 
pure,  disii^ferested,  and  in  the  Interests  of  tbe  whole  of  the 
profession  within  the  Empire.  I  find  that  the  Society's  first 
Bill  for  the  registfation  of  accountants  was  brought  forward 
in  the  parliamentary  session  of  1892— thirteen  years  ago — 
and  since  then  several  Bills  have  been  before  the  Honse  of 
Commons,  promoted  either  by  this  Society,  the  En^sh 
Institute,  or  the  Scottish  Chartered  bodies.  Is  it  too  much 
to  hope  that  the  day  is  not  far  distant  when,  instead  of  a 
Bill  promoted  by  either  one  or  the  other  of  these  bodies 
within  the  United  Kingdom,  we  may  have  a  measure  which 
win  represent  the  unite^^^^cPS/OiS^tl*^*?**")— 
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and  that  the  whole  professioil  will  be  able  to  put  forth  their 
enersies  to  promote  a  measure  for  the  welfare  of  all  pro- 
Tessional  accountants.  I  have  only  one  or  two  fresh  matters 
to  put  before  yon  in  support  of  the  resolution.  Many  of 
you  are  aware  that  recently  the  Incorporated  Institate  of 
AasMintants  of  Victoria  promoted  a  petition  to  the  Privy 
Coandl  for  a  Charter  of  Incorporation,  which  was  very 
influentially  supported  in  the  State,  and  many  of  our  own 
members  in  Victoria  were  in  bvour  of  it,  while  our 
members  in  some  of  the  other  Australian  States  were 
in  opposition.  According  to  the  report  of  the  Victorian 
Institute  it  appears  that,  even  if  the  petition  for  a 
Charter  had  been  quite  unopposed,  His  Majesty  would 
not  have  been  advised  to  grant  it  on  two  grounds,  one 
of  which  is— and  to  this  I  wish  to  draw  your  particular 
attention — that  the  object  deured  could  be  accomplished 
by  Act  of  Parliamtot  of  the  Commonwealth  or  the  State. 
It  would  therefore  appear  that  there  is  little  or  no  chance 
of  His  Majesty  being  advised  to  grant  any  charters  of 
incorporation  to  accouDtants  practising  outside  the  United 
Kingdom.  The  other  matter  is  that  our  members  in  Natal 
promoted  during  the  last  Session  a  Bill  to  provide  for  the 
rqtistration  of  acconntants  in  that  Colony.  This  Bill  passed 
the  second  reading,  and  was  successfully  piloted  through 
Committee,  but  was  thrown  out  on  the  third  reading  by  a 
majority  of  two  or  three  votes.  I  understand  that,  throughout, 
the  measure  mas  strongly  opposed  by  the  Institute  of 
Accountants  in  Natal,  whose  opposition  might  have  been 
met  had  we  been  able  to  have  made  some  special  arrange- 
ment  with  that  body  dmilar  to  that  we  ^Elected  with  the  old 
Insdtate  of  Aca>untants  and  Auditors  in  the  South  African 
Republic.  Be  that  as  it  may,  I  do  not  believe  that  In  a  fair 
fight  the  Institute  of  Acconntants  in  Natal  is  powerful 
enough  to  overthrow  our  own  interests  in  that  Colony,  but 
in  addition  to  the  local  opposition  we  had  other  influenoes 
to  contend  with  wluch  contributed  to  the  unfortunate  result. 
We  are  still  hopeful  of  getting  our  ifteasure  through,  which 
is  in  the  care  of  Mr.  W.  J.  O'Brien  of  Ptetermaritzburg, 
who  has  worked  strenuously  in  the  name  and  on  behalf  of  our 
Society.  I  purposely  have  not  dealt  with  the  Transvaal 
Ordinance,  as  this  motion  is  to  be  seconded  by  Mr.  Alex. 
Aiken,  of  Johannesburg,  who  is  not  only  the  ex-President  of 
oar  Transvaal  branch,  but  who  also  represents  the  Transvaal 
Society  of  Accountants,  which  is  the  statutory  body  in  that 
Ceikmy,  having  charge  of  tbe  Raster  of  Accountants.  I 
b(|i  to  move,  in  accxirdance  with  the  terms  of  notice,  "  That 
"in  tbe  opinicm  of  this  Conference  tbe  r^ulation  and 
"  control  of  puUic  accountants  by  statute  of  the  Imperial 
"and  Colonial  Parliaments  is  an  urgent  need  throughout 
"  tbe  British  dominions,  in  the  interests  alike  of  tbe  pro- 
"  fession  and  the  public,  and  this  Conference  supports  the 
"Council  of  the  Society  of  Accountants  and  Auditors,  and 
"tbe  Colonial  Committees  of  the  Society,  in  their  efforts  to 
"  promote  legislation."  (Applause.) 


Mr.  Alex.  Aiken,  J.P.  (Johannesburg) :  Mr.  Preadent  and 
gentlemen,  I  have  the  honour  to  second  this  motion.  I  wish, 
however,  in  the  first  place  to  take  advantage  of  this  oppor- 
tunity to  express  the  felicitatioas  of  the  bodies  that  have 
been  good  enough  to  ask  me  to  represent  them  here  to-day 
— that  is,  the  statutory  body  of  the  Transvaal,  of  the  Council 
of  which  I  am  a  member,  namely,  the  Transvaal  branch  of 
our  own  Society,  and  also  the  South  African  Committee  of 
our  Society— and  to  express  on  their  behalf  their  gratitude 
for  the  invitation  you  have  sent  them  to  attend  this  meeting, 
and  their  real  regret  that  the  distance  between  hers  and 
South  Africa  is  so  great  that  it  is  impos^ble  for  them  to  be 
present.  I  want  also  to  thank  you  for  the  kind  invitation 
you  have  extended  to  me,  and  I  appreciate  the  honour  you 
have  done  me  in  asking  me  to  second  this  important  motion, 
for  in  my  opinion  it  is  the  only  step  which  accountants  as  a 
profeasioD  can  take  to  make  any  real  further  progress  in 
their  professional  position.  (Hear,  hear.)  I  cannot  under- 
stand having  to  argue  the  case  for  this  motion  before  a 
meetii^  of  accountants.  I  could  understand  objections  on 
the  part  of  such  members  of  the  public  as  might  conceivably 
think  a  door  of  refuge  was  bdng  closed  in  thdr  face  when 
they  had  failed  at  everything  else.  I  could  also  conceive 
that  statesmen  of  a  laissu  Jain  order  might  think  that  any 
interference,  no  matter  how  slight,  with  the  liberty  of  tbe 
public  to  assume  any  designation  they  diose,  no  matter  at 
what  public  expense,  might  sooner  or  later  result  in  dry  rot 
setting  in  in  the  profession — I  say  I  could  understand  such 
statesmen  thinking  that  that  is  possible.  At  the  same  time 
I  am  h^>py  to  say  that  sucli  stalwart  adherence  to  this 
principle  of  relying  on  the  survival  of  the  fittest  is  gone, 
for  it  is  not  only  the  survival  of  the  fittest  amoi^Bt  the 
accountancy  profession,  but  I  should  think  that  it  means  the 
survival  of  the  fittest  amongst  their  clients.  So  far  as  the 
Transvaal  Society  of  Accountants  is  conceriied— a  statutory 
body— I  had  the  privilege  of  addresting  you  in  May  last 
upon  the  results  of  the  establishment  of  the  register  there, 
and  I  think  that  these  results  are  not  only  wholly  good  but 
offer  the  best  encour^ement  to  you  to  proceed  and  do  like- 
wise here,  and  not  only  here,  but  in  every  coiner  of  His 
Majesty's  dominions.  (Hear,  hear.)  In  South  Africa  I  have 
never  come  across  one  of  my  friends,  whether  he  is  a 
Chartered  Accountant  or  an  Incorporated  Accountant,  or  a 
member  of  one  of  the  Australian  qualified  bodies,  who  has  not 
looked  to  public  r^^tration  as  being  not  only  good  in  itself, 
but  the  only  good  that  we  could  see  to  benefit  either  the  pro- 
fession or  the  public.  (Hear,  hear.)  I  thought  that  coming 
here  I  should  find  similar  conditions,  and  It  has  astonished  me 
considerably  to  be  told  that  such  is  not  quito  the  case.  It  is 
not  unheard  of,  I  am  told,  for  some  accountants  to  think 
that  they  are  better  as  they  are  than  by  going  for  r^stra- 
tion.  I  have  tried  hard  to  imagine  what  their  reasons  can 
be ;  I  have  Hailed  to  get  any  vei^  good  ij^^i^^^^^^n. 
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The  only  thing  I  could  imagine — the  only  thing  suggested 
really— is  that  by  registration  and  by  bringing  on  the 
register,  as  you  must  do  at  the  beginning,  all  men  practising, 
no  matter  whether  they  have  any  qualifications  or  none, 
they  bestow  on  these  men  an  ability  to  compete  with  capable 
men  which  they  no  not  possess  to-day.  Now,  that  is  very 
short-sighted  according  to  my  view  of  the  case.  (Hear, 
hear.)  You  have  to-day  to  face  that  competition,  and  if  you 
do  not  fear  it  without  a  register  you  have  no  more  cause  to 
fear  it  with  one.  (Hear,  bear.)  Further,  the  register  puts 
an  absolute  stop  to  any  incieasa  in  such,  one  might  say, 
unqualified  competition,  and  you  will,  after  you  have  got 
your  register  once  established,  at  all  events  have  no  further 
influx  of  candidates  for  the  profession  who  cannot  show  that 
they  have  the  requisite  aUlity.  (Hear,  hear.)  If  I  may  be 
permitted,  I  should  like  simply  to  refer  you  to  what  I  said 
about  the  results  of  our  Transvaal  action,  which  was  reported 
in  the  Incorporated  Accountants'  Journal,  which  I  read  before  I 
came  here  to-day,  so  that  I  should  not  repeat  myself.  I 
cannot  add  anydiing  to  those  remarks.  They  are.  I  think, 
words  of  good  promise  for  you  all  and  of  enconragement  to 
go  on  with  the  movement  which  you  have  for  the  last 
seventeen  or  eighteen  years  consistently  promoted.  Anything 
short  of  statutory  regulation  for  the  whole  profession — not 
for  one  section  of  it— is  futile  (hear,  hear)— futile,  unless 
where  it  can  be  of  any  use  it  is  absolutely  selfish  ;  and  that 
is  why  I  hope  that  nothing  short  of  going  the  whole  way,  of 
regulating  the  whole  of  the  profession,  and  not  regulating  any 
particular  body  or  any  particular  group  of  bodies,  will  ever 
be  listened  to,  whether  by  the  Legislature  here  or  by  the 
profession  at  large  here  or  elsewhere.  (Applause.) 

Mr.  Charles  H.  Wilson,  J. P.  (Leeds) :  Mr.  President,  I  had  I 
not  intended  taking  part  in  this  discussion,  but  the  basbful- 
ness  of  some  of  onr  members  apparently  precludes  them  from 
making  a  start.  I  shonld  like  to  say,  in  addition  to  what  Mr. 
Martin  has  advanced,  that  on  one  occasion  there  was  a  joint 
Bill  proposed  by  the  Councils  of  the  Institute  and  of  the 
Society.  Now,  I  think  it  most  be  satis&ctory  to  everyone 
of  us  that  onr  policy— the  policy  of  registration— holds  the 
field.  Yon  remember  the  joint  Bill  to  which  I  refer.  It  was 
promoted  by  the  two  Councils,  and  the  intention  was  to 
constitute  the  whole  of  us  Chartered  Accountants.  That 
met  with  opposition,  both  in  the  Institute  and  in  this  Society, 
and  was  not  proceeded  with ;  but  It  did  a  great  thing — it 
settled  in  the  mtnds  of  most  of  us  the  question  of  any  superi- 
ority or  inferiority.  Now  let  me  say  I  have  no  jealousy  of 
the  older  Institute.  I  want  to  give  it  its  proper  place  in  the 
history  of  accountancy.  It  is  older  than  our  Sociefy,  it  has 
a  greater  membership,  and  it  has  a  great  prestige.  I  do  not 
want  to  take  from  it  a  single  jot.  But  this  joint  Bill  did 
do  away  with  one  of  the  questions  that  we  were  constantly 
having  to  deal  with,  eq)ecially  outside  London — probably 
ins^  as  well— that  there  was  a  snperiority  in  the  one  body 


not  to  be  attuned  by  the  other  body.  I  therefore  welcomed 
that  Bill,  although  it  was  not  converted  later  into  an  Act,  as 
settling  practically  that  part  of  our  controversy.  I  believe 
we  can  say  to-day  without  fear  of  contradiction  that  whilst 
we  are  celebrating  our  twenty-first  birthday  there  is  a  better 
feeling  as  between  the  Institute  and  the  Society  than 
probably  there  has  ever  been  since  either  was  institnted. 
(Hear,  hear.)  And  I  am  sure  that  every  member  of  your 
Council,  and  probably  every  member  of  the  Society, 
appreciates  that  fact.  We  hope  that  it  may  long  continue, 
and  that  before  very  long  there  will  be  something  done  which 
will  bring  to  an  end  all  this  question  of  setting  up  further 
unauthorised  bodies.  To  the  mullipUcation  of  these  bodies 
at  the  moment  there  appears  to  be  no  end,  and  they  are  not 
in  anybody's  interest ;  they  ax«  not  even  in  the  best  intmsts 
of  the  persons  themselves  who  join  these  bodies.  At  any 
rate,  it  is  perfectly  certain,  I  think,  that  when  anything  is 
done  we  shall  have  to  make  up  our  minds,  and  the  members 
of  the  sister  Institute  will  have  also  to  make  up  their  minds, 
that  the  gates  will  be  thrown  wide  open,  that  everybody  in 
the  kingdom  who  can  demonstnUe  that  he  has  any  clium  to 
be  called  a  practising  accountant  must,  of  necessity,  be 
brought  under  the  new  law  whenever  it  is  passed,  whether  it 
be  for  r^istration  or  for  whatever  purpose  it  may  be. 
Now,  why  are  we  for  registration  ?  Aoiong  other  things 
we  know  that  the  moment  a  register  is  set  up,  if  there 
is  any  netxssity  for  it  at  all  there  will  be  a  purifying 
process  immediately  set  in  operation.  If  anyone 
transgresses  he  goes  off  the  register  ;  if  anyone  tails  to  pay 
twenty  shillings  in  the  pound  he  goes  off  the  register.  1 
coutd  give  you  in  addition  a  number  of  other  reasons  why 
I  from  the  moment  of  a  roister  being  set  up  these  various 
processes  must  go  on.  All  these  make  for  the  interest  of 
the  survival  of  the  fittest.  Those  who  ace  well  qualified 
will  stand,  and  those  who  are  not  wilt  of  necessity  hll. 
Those  societies  which  have  life  enough,  like  this  Society, 
and,  if  you  like,  the  lastitute,  will  stand.  Those  that  are 
merely  set  up  for  the  purpose  of  being  looked  at,  and  who 
have  no  real  life,  must  fall.  The  sooner  this  question  is 
tackled  the  better  it  wilt  be  in  tlie  interests  of  the  profession 
and  in  the  interests  of  the  public.  1,  personally,  am  exceed- 
ingly glad  to  be  able  to  place  on  record  my  opinion  that 
thnre  is  thif  improved  feeling  as  between  members  of  the 
Institnte  and  members  of  our  Society.  (Applause.) 

Mr.  F.  WooUey  (Southampton) :  Mr.  President  and 
gentlemen,  I  hesitated  considerably  to  be  one  of  the  first  to 
take  part  in  this  discussion,  as  I  8upp<Me  I  am  one  of  the 
youngest  memben  of  the  Society  of  Accountants  and 
Auditors.  At  the  ume  time  I  think  it  is  probably  felt 
generally  that  there  is  some  desire  to  obtain  the  opinion  of 
younger  members  as  well  as  the  opinion  of  those  who  have 
had  a  very  long  experience  in  the  profession  on  this  par- 
ticular question  of  '^»t^g^e§'gy'^I^^9P&4<^(Hear. 
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hear.)  I  feel  that  if  the  advantages  to  the  pablic  of  legisla- 
tioD  for  the  profession  are  mora  clearly  understood  and 
appreciated  it  will  help  considerably  in  pushing  forward  the 
matter.  Of  course,  I  think  it  is  true  to  say  that  the  great 
bulk  of  profesbional  accountants  appreciate  even  in  this 
ooantry  the  advantages  which  registration  or  legislation 
would  bring  to  them ,  and  if  thdr  knowledge  of  the  advantage 
to  themselves  can  be  baclced  up  by  a  fuller  appreciation  on 
the  part  of  the  public  as  to  the  advantages  which  this  step 
would  bring  to  the  public,  then  I  consider  the  matter  will 
be  very  nutch  helped  forward.  We  all  know  that  to  prac- 
tising accountants  there  are  very  large  interests  committed. 
Accountants  are  called  upon  from  time  to  time  to  perform 
duties  which  have  a  very  important  bearing  and  effect  upon 
the  interests  of  la^  bodies  of  the  public.  Accountants  are 
also  called  upon  to  fill  official  positions.  I  think  I  may  say 
with  perfect  safirty  that  an  unqualified  accountant  is  a 
distinct  danger  to  the  commercial  interests  of  the  country. 
The  productions  of  unqualified  men  have  doubtless  come 
before  the  notice  of  many  monbers  of  this  confiBience. 
They  would  be  at  times  extremely  amusing  if  it  were  not  for 
the  fact  that  their  efforts  are  fraught  frequently  with  very 
serious  possibilities.  Take  the  consequences,  for  instance, 
of  an  erroneous  or  false  certificate  of  profits  stated  in  the 
prospectus  of  a  company  gmng  to  the  puUlc  for  subscrip- 
tions of  coital.  I  myself  know  personally  of  a  case  where 
the  gross  profits  were  certified  as  net  profits  in  a  prospectus. 
One  wonld  think  that  the  public  would  have  sufficient 
discretion  to  withhold  their  subscriptions :  but,  no,  the  public 
came  £in-ward  and  subscribed  the  amount  required.  I  think 
that  gives  a  slight  indication  that  at  any  rate  the  public  as 
a  whole  is  not  in  a  full  position  to  be  able  to  judge  of  the 
qnaKfications  of  an  accountant.  I  would  suggest  that 
another  reason  for  le^slatlon  for  the  profes^on  is  that  the 
emplojrment  of  an  accountant  is  often  of  an  indirect  char- 
acter. For  instance,  a  man  who  is  carrying  on  a  business  for 
himself  and  employs  an  accountant,  either  for  the  purpose 
of  supervising  his  books  and  accounts,  or  for  an  audit  of 
bis  books  and  accounts  pure  and  simple,  may  or  may  not 
have  a  fair  idea  of  die  qualifications  of  the  man  he  employs. 
Bnt  take  the  case  of  the  shareholders  of  a  limited  company 
who  appoint  an  auditor.  The  appointment  is  in  their 
hands,  but  the  shareholders  have  little  or  no  opportunity  oi 
boing  able  to  judge  of  the  qualifications  of  their  man.  It 
is  therefore  necessary  that  as  the  law  places  uppn  share- 
holders the  respondbility  of  appointing  the  auditors  to  com- 
panies, the  law  should  also  provide  reasonable  safeguards, 
ensorii^  that  the  persons  elected  have  certain  guarantees, 
wUdi  they  can  produce,  of  relialnlity,  of  fitness,  and  of  char- 
acter. (Hear,  hear.)  We  therefore  fbel  that  It  is  necessary 
that  the  public  should  be  protected  against  the  dangers  of 
men  who  merely  ape  the  accountant,  but  are  not,  in  fact, 
accountants.   It  is  pethiqps  hardly  necessary  to  say  diat 


the  desire  is  not  to  create  a  close  profession,  or  in  any 
sense  a  vested  interest    I  was  extremely  glad  that  Mr. 

Martin  referred  to  the  distinterested  character  of  the  policy 
adopted  by  this  Society.  This  Society  has  sought  for  legis- 
lation, not  for  itself  to  the  exclusion  of  other  bodies,  but 
has  sought  for  legislation,  I  believe,  in  the  intmsts  of  the 
profession  generally — (hear,  hear) — and  that,  to  my  mind, 
is  a  great  compliment  to  the  policy  adopted  by  the  Council 
from  year  to  year ;  it  is  appreciated.  There  are  some 
difficulties  in  the  way,  and  it  is  a  thousand  pities  that 
those  difficulties  appear  to  be,  not  as  regards  the  principle 
of  the  thing,  but  as  regards  details.  All  practising 
accountants,  I  believe,  are  satisfied  as  to  the  advantages 
and  desirability  of  legislation,  and  therefore  the  principle 
is  approved;  but  they  are  not  satisfied  apparently  as  to 
the  details  or  the  form  vhach  that  legislation  should  take. 
The  members  of  this  Society,  as  far  as  one  can  judge,  are 
somewhat  in  the  dark  as  to  the  exact  reasons  which  teJl 
in  this  direction,  and  it  has  occurred  to  me  to  ask  the  ques- 
tion as  to  whether  it  would  not  be  desirable  on  some 
occasions  to  perhaps  call  the  members  of  the  Socie^ 
together  in  committee  to  consider  the  whole  point,  when 
the  position  could  be  frankly  put  before  the  members 
generally.  It  is  doubtless  true  that  some  sacrifice  would 
be  necessary,  but  the  sacrifice  in  any  cose  would  be  only  of 
a  very  temporary  diaracter.  The  permanent  advantage 
obtained  would  be  enormous.  (Hear,  bear.)  I  consider 
that  the  Council  of  the  Society  of  Incorporated  Account- 
ants is  to  be  commended  and  congratulated  upon  keeping 
this  question  so  much  alive  and  bringing  it  forward  from 
time  to  time,  and  I  am  quite  certain  of  this,  that  the  sup- 
port of  the  great  bulk  of  the  members  is  behind  the  Council 
in  the  matter,  and  that  they  will  give  them  every  sijpport 
which  they  require.  (Applause.) 

Mr.  C.  H.  Nelson  (Liverpool);  Mr.  President  and 
gentlemen,  I  believe  that  in  this  matter  of  statutory 
registration  we  have  reached  that  tide  in  the  history  of  the 
Society  which,  if  taken  at  the  fiood,  will  lead  oa  to 
fortune — (hear,  hear}— and  I  believe  it  for  this  reason : 
The  point,  I  believe,  that  we  have  to  argue  to-day  is  not  as 
to  the  reasonableness  and  necessity  of  statutory  registra- 
tion, but  ratiher  as  to  its  possibility.  Now,  I  submit  that 
what  in  the  past  has  hindered  our  progress  in  this  scheme 
of  the  Society  has  been  that  we  have  not  had  the  right 
atmosphere  in  which  to  vcftk.  We  all  know  to-day  that  in 
all  our  legislative  efforts  the  whole  of  our  success  depends 
to  a  very  large  extent  upon  the  atmosphere.  When  the 
Bill  of  1893  was  introduced  by  the  Institute,  or  our  own 
Bill  in  1894,  or  the  Institute's  Bill  again  in  1897,  or  the 
final  Bill  which  our  Society  introduced  in  1900,  we  had  a 
bad  atmosphere,  because  we  were  at  variance  with  the 
Institute,  or  they  were  at  variance  with  us— perhaps  I 
should  put  it  in  that  w^.^^But  to-g^^^^^at  the 
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atmosphere  is  entirely  changed,  and  because  it  has 
changed  I  hold  that  unless  we  act  soon  the  ebb  will  set  in 
and  our  opportunaty  will  pass.  (Hear,  hear.)  Now,  I 
submit  that  we  have  evidence  of  this  change  of  atmosphere 
in  many  directions.  To  begin  with,  you  had  last  year  the 
remarkable  effort  of  the  President  of  the  Liverpool  Society 
of  Ohartered  Accountants,  Mr.  White,  who,  I  understand, 
will  be  with  us  at  our  banquet  to-morrow  night.  You  had 
the  e£fort  of  Mr.  White — a  successful  effort — to  get  this 
Society  in  Liverpool,  and  through  them  the  Coancil  of  the 
Institute  in  London,  to  go  in  for  statutory  recognition,  and 
with  the  facts  whdch  he  was  able  to  put  before  them  he  was 
able  to  carry  a  resolution,  and  to  carry  it  unanimously,  of 
the  Liverpool  Chartered  men  in  favour  of  the  Society's 
policy.  That  evidences  a  change  of  atmosphere  in  Liver- 
pool, which  has  always  been  the  conservative  spot  in  the 
accountancy  world.  (Laughter.)  I  do  not  use  the  word 
politically,  I  need  hardly  say.  Then  we  have  further  evi- 
dence in  a  letter  which  I  happen  to  have  upon  me,  but 
which  is  private,  from  an  ex-President  of  the  Institute  of 
Chartered  Accountants,  in  which  he  says,  referring  to  our 
conference  here  to-day  :  — "  I  am  quite  in  hopes  that  this 
"conference  will  lead  to  a  real  and  pleasant  understanding, 
"  and  with  every  wish  for  its  success,  I  remain.  &c."  Now, 
those  of  you  who  have  borne  the  heat  and  burden  of  the 
day  in  the  Society's  history,  and  for  whom  I  as  a  younger 
member  of  the  Council  have  the  utmost  re.ipect,  must  feel 
cheered  when  they  receive  such  a  message  from  an 
ex-President  of  the  Institute.  They  have  lived  through 
many  cold  and  chilly  days  in  which  no  such  messages 
ever  reached  them ;  and  therefore  I  submit  that  the  time 
has  come  when  something  should  be  done  in  order  that 
this  'question  of  statutory  registration  may  again  be 
brought  into  the  realm  of  practical  politics.  (Applause.) 

Mr,  Harry  Wilson  (London) :  I  just  want  to  say  that  the 
remark  which  Mr.  Woolley  made  in  hJs  speech  reminded 
me  of  an  instance  I  had  during  the  last  month  or  two  as  to 
the  class  of  men  who  can  in  the  City  of  London  and  up 
and  down  the  country  advertise  themselves  as  professional 
accountants.  A  few  years  ago  X  was  connected  with  a  very 
large  banlcruptcy  ia  London,  and  the  result  was  that  five 
men  were  sentenced  at  the  Old  Bailey  to  terms  of  imprison- 
ment— three  for  five  years  and  two  for  seven  years.  Those 
sentences  have  expired,  and  only  a  few  weeks  ago  a  card 
was  placed  in  my  hand  showing  that  two  of  those  men 
were  adverti»ng  themselves  as  accountants  practising 
in  the  City  of  London.  The  other  point  I  was 
going  to  mention  had  reference  to  a  case  where  I 
was  appointed  trustee  under  a  deed  of  assignment. 
The  man  in  this  instance  was  a  provincial  accountant, 
and  in  a  certain  trade  he  advertised  himself  for 
a  time  very  largely.  I  was  appointed  trustee  in  the 
'  ^nkruptcy,  and  I  found  at  once  that  as  trustee  under  this 


deed  he  had  realised  about  £yto  worth  of  assets.  When 
I  was  appointed  the  first  thing  I  did  was  to  go  down  to 

this  provincial  city,  where  I  wasted  an  afternoon,  and  was 
coming  back  without  finding  anything,  until  I  remem- 
bered someone  in  -the  place  from  whom  I  obtained  certain 
information.  The  ivsult  was  that  I  found  this  man  at  an 
office  for  which  he  paid  is.  3d.  a  week— I  had  these  things 
verified  at  the  time — and  afterwards  I  ascertained  his 
private  house,  and  about  8  o'clock  at  night  I  went  round 
and  found  it  was  a  house  for  which  he  paid  two  shillings 
a  week.  The  result  was  that  with  reference  to  those  assets 
vrtiich  he  had  realised  at  ;^3oo  we  had  a  private  examina- 
Uon,  and  then  we  dropped  the  matter. 

Mr.  W.  J.  Smith  (London) :  Mr.  President  and  gentle- 
men, as  one  of  those  already  referred  to  who  have  borne 
the  burden  and  heat  of  the  day,  and,  perhaps,  have  not 
very  much  longer  tt)  bear  it  in  comparison  with  some  of 
the  younger  members,  I  should  like  just  to  make  my  voice 
heard  at  this  meeting.  When  Mr.  Woolley  was  speaking  he 
asked  whether  the  Council  did  not  think  it  advisable  that 
the  whole  Society  should  be  called  in  committee  on  pur- 
pose to  advise  upon  these  matters.  I  am  afraid  that  the 
old  proverb  "In  the  multitude  of  counsellors  there  is 
wisdom  "  would  hardly  be  justified  in  this  case.  I  am 
afraid  it  would  result  in  a  great  deal  of  confusion,  and 
especially  from  the  fact  that  a  large  number  of  the 
members,  not  having  had  these  matters  constantly  before 
them  as  the  Council  have  had,  could  not  take  into  con- 
sideration the  various  points,  and  sometimes  quite  delicate 
points,  whdch  have  to  be  considered  when  making  efforts 
to  secure  legislation  for  the  profession.  (Hear,  hear.)  I  do 
not  think  th«-e  is  very  much  to  fear  about  the  number  of 
accountants  who  would  come  on  to  the  register— I  mean 
to  say  apart  from  the  recognised  Societies — and  if  I  could 
I  wduld  stop  a  large  number  of  them,  for  I  am  afraid  that 
we  should  get  upon  the  register  just  a  few  who  are  not 
worthy  of  the  name  of  professional  accountants.  But  we 
have  to  put  up  with  it,  for  the  simple  reason  that  we  can 
get  no  legislation  unless  we  do  admit  them.  However,  as 
far  as  our  present  experience  goes,  these  are  not  the  men 
who  attract  the  ear  of  the  public.  You  take  up  any  matter 
of  importance  in  which  accountants  are  cormected*  and 
I  think  you  invariably  find  that  they  are  members  of 
either  one  Society  or  the  other,  and  the  fact  that  increasing 
anxiety  is  shown  to  enrol  themselves  on  oui  list  is  another 
proof  of  how  well  the  status  of  the  Society  is  known,  and 
of  how  much  they  know  the  public  desire  that  a  man 
should  only  be  employed  who  possesses  sufficient  qualifica* 
tions.  (Applause.) 

Mr.  Harry  L.  Price  (Manchester] :  Mr.  President  and 
gentlemen,  I  almost  fear  that  upon  this  paiticnlar  topic  I 
have  both  written  and  talked  myself-dry,  but  i  cannot 
resist  the  opportunity  ofD^SitSBtid^awiSliUBgJra^  one 
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word  OD  the  question  of  general  principles  afiecting  legis- 
lation for  the  profession.  It  does  seem  to  me  that  the  Teiy 
fact  that  the  public  have  got  into  the  habit— and  we  ought 
to  be  proud  of  the  fact — of  placing  confidence  in  the  word 
aad  in  the  certificate  of  a  duly  qualified  accountant  ought 
to  lead  us  more  than  anything  else  to  seek  to  ensure  that 
that  confidence  shall  not  be  misplaced — (hear,  hear) — and 
it  is  that  endeavour  which  leads  us  to  seek  for  the  profes- 
sion some  form  of  statutoiy  recognition  and  discipliaaiy 
conduct.  The  reason  why  it  has  not  been,  hitherto 
obtained  appears  to  me  to  arise  in  the  fact  tfiat  there  is  on 
the  part  of  some  of  our  own  members,  as  well  as  on  the 
part  of  members  of  the  Institute,  a  kind  of  miserable  fear 
that  they  will,  in  consenting  to  it,  in  some  way  divide  up 
their  reputation.  I  characterise  that  as  a  miserable  fear, 
because,  after  all,  in  the  history  of  accountancy  it  has 
always  been  the  personal  equation  which  counted.  (Hear, 
hear.)  I  care  not  a  fig  what  letters  a  man  may  add  to  his 
name  as  a  designation  of  qualification  if  he  possess  not 
that  qualification  and  if  he  be  not  a  man  of  honour.  (Hear, 
hear.)  After  all,  the  individual  is  all  that  counts,  and  I 
think  we  cannot  too  often  remember  that;  and  edthougb 
there  may  be,  if  you  will,  a  momentary  watering  down,  as 
some  have  described  it,  in  the  end  good  will  prevail.  To 
us  who  are  older  in  the  profession  than  some  of  the 
members  who  have  spoken  this  morning,  it  cannot  matter 
T«ry  much  whether  we  get  statutory  recognition  or  not ; 
our  practice  will  be  little  affected,  whatever  happens.  But 
whatever  may  happen,  let  us  remember  you  cannot  chop 
wood  without  having  chips,  and  if  we  have  of  necessity  to 
admit  men  whom  we  do  not  think  quite  as  clever  fellows 
as  ourselves — (laughter) — in  half  a  generation  that  will 
have  remedied  itself,  and  the  public,  whom  we  serve,  will 
undoubtedly  have  been  benefited.  (Applause.) 

Mr.  W.  Qaridge,  M.A.  (Bradford) :  Mtx  President  and 
gentlemen,  the  question  that  we  have  to  discuss  is  so 
simple  that  it  requires  very  few  words  from  anyone  to 
commend  it  to  such  a  Society  as  this.  At  the  same  time 
I  should  hke  to  speak  for  a  few  moments  on  this  side  on 
the  protection  to  the  public.  We  have— I  think  no  one  will 
dispute  it— as  a  Society  for  a  good  many  years  now  been 
try  ing  to  do  all  we  could  to  raise  the  tone  and  to  guarantee 
the  qualifications  of  members  of  the  profession.  And  this 
has  not  been  merely  in  our.  own  interests ;  it  has  been  in 
the  interests  of  commerce  at  large  and  of  the  public  in 
general.  If  we  got  registered,  at  any  rate  the  public  would 
have  some  means  of  judging  of  the  qualifications  of  mea 
who  hold  themselves  out  as  accountants.  Only  this  last 
week  I  have  sent  to  our  Secretary  the  remarkable  report 
of  a  Society  which  has  been  holding  meetings  in  the  North 
of  England.  Thas  Society  is  a  colourable  imitation  of  our 
own.  It  goes  to  the  extent  even  of  having  a  secretaiy 
iriioia  name  is  James  Martin,  and  it  parades  its  secretary 


'  in  such  a  manner  that  although  I  read  that  account  very 
I  carefully  I  conld  easily  have  been  deceived,  and  thought 
.  we  were  having  our  annual  meeting  at  Leeds  instead  of 

in  London. 

Mr.  G.  Palmer :  Mr.  President  and  gentlemen,  it  is  with 
great  pleasure  that  I  support  this  motion.  It  has  been 
my  lot  to  get  the  ears  of  certain  members  of  Parlia- 
ment on  this  question  for  some  years,  and  I  have  never  lost 
an  opportunity,  although  I  have  not  made  it  known 
generally  to  the  Society,  of  pushing  forward  our  interests. 
But  I  am  met  with  this  response  in  nearly  every  case: 
"How  can  we  as  mwnbers  of  Parliament  help  your 
"Society  towards  legislation  when  you  gentlemen,  as  a 
"large  body  of  accountants,  are  divided  among  your- 
selves?"  (Hear,  hear.) 

Mr.  H.  E.  Russell  (Liverpool):  I  should  like  just  to 
emphasise  one  point  that  has  struck  me  in  this  discussion 
this  morning.  I  have  been  very  pleased  to  hear  the 
declarations  of  the  different  members  on,  if  I  may  call  it, 
the  open  door  which  has  to  be  sustained  in  this  agitation 
for  legislation,  because  one  recognises  that  that  is  the  only 
chance  in  these  democratic  days,  with  a  big  democratic 
Government,  of  getting  any  interest  whatever  taken  in  our 
actions.  The  moment  we  go  to  Parliament  and  ask  for 
parliamentary  powers  we  will,  in  the  minds  of  a  good  many 
of  them,  raise  a  distrust,  a  fear  that  we  are  applying  for 
protection  for  our  own  profession,  and  I  should  say  that 
that  is  the  greatest  difficulty  we  have — to  absolutely  con- 
vince our  representatives  in  Parliament,  and  Parlia- 
ment as  a  whole,  that  we  are  not  doing  that,  and 
that  we  are  acting  in  the  best  interests  of  the  public. 
We  have  had  a  number  of  instances  cited  this 
morning  of  the  dangers  of  unqualified  men  getting 
on  the  register;  but  as  a  young  member — the  elderly 
members  declare  that  they  are  not  in  any  way  afraid  of 
such  cases  altering  their  practice — I  would  simply  say  I 
consider  that  in  a  year  or  two  all  these  things  would  find 
their  level,  and  the  interests  of  the  profession  generally 
be  greatly  improved.  I  have  always  felt  that  the  whole 
subject  must  be  dealt  with  on  as  broad  a  basis  as  possible. 

Mr.  E.  Carr:  Mr.  President  and  gentlemen,  I  came  here 
with  the  intention  of  not  uttering  a  single  syllable,  but 
there  are  two  points  which  I  should  like  to  remind  you  of. 
Statutory  recognition  by  registration  is  the  one  great  thing 
that  is 'necessary,  and,  I  may  say,  the  ideal  course  to 
pursue  in  order  to  accomplish  two  most  desirable  ends — 
namely,  the  interest  of  the  trading  public  and  the  raising 
of  the  status  of  our  profession,  which  I  am  sure  you  will 
agree  with  me  requires  raising.  As  regards  any  arguments 
in  favour  of  statutory  recc^nition  or  regiatraition,  I  do  not 
think  one  need  say  a  word  about  that;  there  can  be  but 
two  opinions  upon  that,  and  I  think  we  can  even  afford  to 
be  dogpnatic  upon  it,  although  ^' 
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course,  will  object  to  the  word  "dogmatic"  There  was 
a  little  circuinstaiice  which  occurred  this  morning  while 

I  was  walktng  to  the  office  that  really  relates  veiy  much  to 
this.  I  was  overtaken  by  a  gentl«nan,  a  member  of  an 
eminent  firm  of  Chartered  Accountants,  who  shall  be 
nameless,  and  he  referred  to  our  conference.  He  said,  '  I 
'hope  something  will  be  accomplished;  it  is  about  time 
"the  hatchet  was  buried."  He  added,  "I  quite  agree  that 
"  the  course  you  have  been  advocating  for  some  years  past 
"is  the  one  course  to  which  there  can  be  no  objection 
"whatever,  and  I  think  it  is  quite  time,  ii  we  cannot 
"amalgamate,  that  we  should  come  to  some  agreement  as 
"to  a  working  arrangement."  (Applause.) 

The  President :  I  call  upon  Mr.  Martin  to  reply. 

Mr.  Martin :  Mr.  President  and  gentlemen,  I  think  you 
will  all  agree  with  me  that  I  have  very  little,  if  anything,  to 
reply  to;  but  be  that  as  it  may,  I  think  we  shall  all  also 
agree  that  there  is  no  lack  of  oratorical  ability  in  our 
Society.  And  this  brings  me  to  the  speech  of  my  friend 
Mr.  WooUey,  to  which  we  were  all  so  glad  to  listen. 
(Hear,  hear.)  He  made  a  suggestion  that  we  should  call 
the  members  of  the  Society  together  to  discuss  details. 
Well,  I  am  a  great  deal  too  old  in  diplomacy  to  fall  into 
that  trap.  (Laughter.)  If  you  want  to  accomplish  any* 
thing  you  never  think  in  public — (bear,  hear) — and  it  has 
always  been  the  rule  of  our  Council — and  1  have  been  your 
Secretary  for  over  twenty  years— that  the  Council  trusts  its 
committees,  and  the  committees  trust  their  Secretary. 
(Applause.)  We  sometimes  have  big  CouncU  meetings ;  we 
sometimes  have  small  committee  meetings,  but  very  often 
some  of  our  most  important  achievements  have  been 
accomplished  by  committees  of  one.  (Hear,  hear,  and 
laughter.)  Now,  I  do  not  think  you  are  dissatisfied,  and 
we  hope  to  go  on  on  the  same  lines — (renewed  laughter) — 
taking  advantage  of  every  point  as  it  arises,  and  giving 
notiiiog  away  (that  we  can  possibly  prevent.  (Applause.) 

The  resolution  was  then  put  to  the  meeting  and  carried 
unanimously. 

MnnldiMl  TruHnc. 

Mr.  Charles  H.  Wilson :  Mr.  President  and  gentlemen,  1 
have  very  great  pleasure  in  proposing  "That  this  Society 
"of  Incorporated  Accountants  expresses  much  regret  that 
"effect  has  not  been  given  to  the  unanimous  recommcnda- 
"tions  of  the  Joint  Select  Committee  of  both  Houses  of 
"  Parliament  on  Municipal  Trading,  as  regards  the  appoint- 
"  ment  of  professional  auditors  of  Municipal  Accounts."  I 
think  it  would  be  well  just  to  run  briefly  through  the 
recommendations  of  that  Joint  Committee,  because, 
although  you  have  all  read  them,  I  take  it,  in  the  Journal, 
one  ia  apt  very  quickly  to  forget  these  things  if  they  are 
not  happening  in  connection  with  our  everyday  existence. 


I  turn  first  to  Clause  7  of  the  report,  which  says : — ^"What- 
"  ever  view  may  be  taken  of  the  proper  limits,  if  any,  which 
"can  be  set  to  municipal  trading,  it  Is  clearly  important 
"  that,  wherever  it  exists,  ratepayers  should  be  not  less  fully 
"and  continuously  informed  of  the  success  or  failure  of 
"each  undertaking  than  if  they  were  shareholders  in  an 
"ordinary  trading  company."  I  think  we  may  assume  ftjr 
our  purposes  that  municipal  trading  exists  wherever  there 
is  a  municipality.  Then  the  Committee  go  on  to  say: — 
"  In  a  large  number  of  cases  this  is  undoubtedly  done.  But 
'there  is  in  some  instances  evidence  to  a  contrary  effect, 
"and  in  view  of  the  ever-increasing  number  and  magnitude 
"of  municipal  undertakings,  it  is  most  desirable  that  a 
"high  and  uniform  standard  of  account-keeping  should 
"ptavail  throughout  the  country.  The  Committee  arc 
"doubtful  wliether  it  would  be  possible  to  prescribe  a 
"standard  form  of  keeping  accounts  for  all  manicipal  or 
"  other  local  authorities,  having  regard  to  the  varying  con- 
"ditions  existing  in  different  districts.  But  they  recom- 
"mend  that  the  Local  Government  Departments  sihonld 
"  invite  the  Institute  of  Chartered  Accountants,  the  Incor- 
"porated  Society  of  Accountants  and  Auditors,  and  the 
"Institute  of  Municipal  Treasurers  and  Accountants  of 
"  England  and  Wales,  and  the  Society  of  Accountants  in 
"Edinburgh,  and  the  Scottish  Institute  of  Accomitants, 
"Glasgow,  to  confer  and  report  upon  the  matter."  I  had 
the  honour— and  I  considered  it  to  be  a  very  great  honour 
— of  giving  evidence  for  this  Society  before  the  recent 
Committee  in  favour  of  the  standardisation  of  accounts, 
and  I  have  every  reason  to  believe,  and  almost  dare  t'> 
predict,  that  as  a  result  of  that  Committee  of  Inquiry  there 
will  be  standardisation  set  up.  Thee  the  report  goes  on 
to  say: — "The  Committee  have  directed  full  attention  to 
the  question  of  audit,"  which  is  the  point  before  us  this 
morning.  "The  Committee  recommend  that  a  unifoim 
"system  of  audit  should  be  api^ied  to  all  the  major  local 
"authorities — ^viz. :  Ae  councils  of  counties,  cities,  towns, 
"burghs,  and  of  urban  districts.  At  present  municipal 
"corporations  in  England  and  Wales,  with  a  few  excep- 
"tiona,  are  only  subject  as  regards  auiUt  to  the  provisions 
"of  the  Municipal  Corporations  Act,  188a,  by  which  one 
"auditor,  who  must  be  a  member  of  the  town  council,  is 
"nominated  by  the  mayor,  and  two,  who  cannot  be 
"members  of  the  town  council,  are  elected  by  the  ratc- 
"payers."  That,  of  course,  has  reference  to  the  system 
of  elective  auditors.  The  Committee  go  on  to  coademn 
that  very  strongly.  They  say  :— "The  evidence  shows  that 
"no  effective  system  of  audit  is  thus  supplied.  The  elec- 
"tive  auditors  are  poorly  paid,  or  are  unpaid  altogether, 
"little  interest  is  taken  in  their  election,  and  although  in 
"some  cases  they  are  able  to  lay  a  finger  oh  a  particular 
"irregular!^,  it  is  not  clear  that  they  could  not  maW  the 
"same  discovery  in  the  capacity  of  ai^ti^^^^^^  Nu 
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'complete  or  continuous  audit  is  ever  attempted  by  them. 
"All  county  councils,  the  London  borough  councils,  and 
"urban  district  councils  are  subject  to  the  Local  Govern- 
"ment  Board  audit.   This  audit  is  carried  out  by  district 
"auditors,  who  as  a  rule  are  not  accountants,  and  are  not, 
"in  the  opinion  of  the  Committee,  properly  qualified  to 
"discharge  the  duties  which  should  devolve  upon  them. 
"By  special  local  Acts  the  Corporations  of  Tunbridge 
■'Wells,  Bonmemoutha  aad  Southend-on-Sea  must,  and  the 
'  Corporation  of  Folkestone  may,  adopt  the  Local  Govern- 
'ment  Board  system  of  audit.   The  duties  of  the  auditors 
"seem  to  be  prctcticaUy  confined  to  certification  of  figures, 
"aad  to  the  noting  of  illegal  items  of  expenditure.  To 
'apply  this  system  of  audit  to  municipal  corporations 
'would  arouse  strenuous  opposition  from  them,  and  the 
'course  may  be  considered  impracticable ;  but  in  addition 
"to  this  the  fact  that  district  auditors  are  not  accountants 
"seems  to  unfit  them  as  a  class  for  the  contiauous  and 
'^complicated  task  of  aaditii^  the  eccoants  of  what  are 
**  really  great  commercial  businesses.     The  Committee 
'accordingly  recommend  that — [a]  The  existing  systems  of 
"audit  applicable  to  corporations,  coirnty  councils,  and 
'urban  district  councils  in  England  and  Wales  be 
"abolished,   {b)  Auditors,  being  members  of  the  Institute 
''of  Qiartered  Accountants,  or  of  the  Incorporated  Society 
"of  Accountants  and  Auditors,  should  be  appointed  by  the 
'three  classes  of  local  authorities  just  mentioned  " — that 
one  clause  alone  is  a  very  strong  justification  for  your 
existence  as  a  body  of  Incorporated  Accountants — "  (r)  In 
"every  case  the  appointment  should  be  subject  to  the 
"approval  of  the  Local  Government  Board,  after  hearing 
"*  any  objections  made  by  ratepayers,  and  the  auditor,  who 
"-should  hold  office  for  a  term  not  exceeding  five  years, 
•*  should  be  eligible  for  re-appointment  and  should  not  be 
~  dismissed  by  the  local  authority  without  the  sanction  of 
'the  Board,   {d]  In  the  event  of  any  disagreement  between 
''the  local  authority  and  the  auditor  aa  to  his  remuneration, 
''the  Local  Government  Board  should  have  power  to 
"  determine  the  matter,   (e)  The  Scots  practice  of  appoint- 
""ing  auditors  from  a  distance,  in  preference  to  local  men, 
~to  audit  the  accounts  of  small  burghs  should  in  similar 
"cases  be  adopted  in  England.    The  Committee  are  of 
'opinion  that  it  should  be  made  clear  by  statute  or 
''regulation  that  the  duties  of  those  entrusted  with  the 
'  audit  of  local  accounts  are  not  confined  to  mere  certifica- 
'  tion  of  5gures.     They   therefore   further  recommend 
'that — {a)  The  auditor  should  have  the  right  of  access  to 
'all  such  papers,  books,  accounts,  vouchers,  sanctions  for 
'ioans,  and  so  forth,  as  are  necessary  for  his  examination 
"and  certificate,    (b)  He  should  be  entitled  to  require 
'from  officers  of  the  authority  such  information  and 
'explanation  as  may  be  necessary  for  the  performance  of 
'bi$  duties,  {c)  He  should  certify — (i.)  that  he  has  found 


"the  accounts  in  order,  or  otherwise,  as  the  case  may  be ; 
"(ii.)  that  separate  accounts  of  all  trading  undertakings 
"have  been  kept,  and  that  every  charge  which  each  ought 
"to  bear  has  been  duly  debited ;  (iii.)  that  in  his  opinion 
"the  accounts  issued  present  a  true  and  correct  view  of 
"the  transactions  and  results  of  trading  (if  any)  for  the 
"period  under  investigation;  (iv.)  that  due  provision  has 
"been  made  out  of  revenue  for  the  repayment  of  loans,  that 
"all  items  of  receipts  and  expenditure  and  all  known 
"  liabilities  have  been  brought  into  account,  and  that  the 
"value  of  all  assets  has  in  all  cases  been  fairly  stated. 
"Auditors  should  be  required  to  express  an  opinion  upon 
"the  necessity  of  reserve  funds,  of  amounts  set  aside  to 
"  meet  depreciation  and  obsolescence  of  plant,  in  addition 
"to  the  statutory  sinking  funds,  and  of  the  adequacy  of 
"such  amounts.  The  auditor  should  also  be  required  to 
"present  a  report  to  the  local  authority.  Such  report 
"should  include  observations  upon  any  matters  as  to  which 
'  he  has  not  been  satisfied,  or  which  in  his  judgment  called 
"for  special  notice,  particularly  with  regard  to  the  value 
"of  any  assets  taken  into  account.  The  local  authority 
"should  forward  to  the  Local  Government  Board  both  the 
"detailed  accounts  and  the  report  of  ibe  auditor  made 
"  upon  them.  It  should  be  the  duty  of  the  auditor  to  report 
"independently  to  the  Board  any  case  in  wUch  an 
"authority  declines  to  carry  out  any  recommendation 
"made  by  him.  A  printed  copy  of  the  accounts,  with  the 
"certificate  and  report  of  the  auditor  thereon,  should  be 
"siq^lied  by  the  local  authority  to  any  ratepay«  at  a 
"  reasonable  charge.  After  careful  consideration  the  Com- 
"mittee  are  of  opinion  that  in  view  of  the  thoroughness  of 
"the  proposed  audit,  powers  of  surcharge  and  disallow- 
"ance  could  be  altogether  dispensed  with  in  the  case  of  the 
"major  local  authorities."  If  that  is  dispensed  with  the 
one  supposed  safeguard  in  connection  with  district  auditors 
goes  by  the  board.  When  you  know  that  out  of  hundreds 
of  surcharges  in  every  year  practically  the  whole  of  them 
are  remitted,  it  is  more  an  imaginary  than  a  real  saf^uard. 
Then  the  Committee  go  on  to  say  : — "Those  powers  could 
"  not,  it  is  believed,  be  applied  to  municipal  corporations, 
"  in  view  of  the  strong  objection  expressed  by  them ;  and 
"  it  is  doubted  whether  their  retention  in  the  case  of  other 
"authorities  would  compensate  for  the  loss  of  uniformity 
"which  would  result.  The  power  of  disallowance,  apply- 
"ing  as  it  does  only  to  illegal  expenditure,  and  not  to 
"  unwise  undertakings  and  enterprises,  does  not  afford  any 
"real  safeguard  to  the  ratepayers  whose  interests  are 
"affected.  With  a  continuous,  vigilant,  and  thoroughly 
"efhcient  system  of  inspection  and  audit,  the  surest 
"  guarantee  to  the  ratepayers  against  extravagance  is  to  be 
"  found  in  the  deterrent  effect  of  public  exposure,  in 
"addition  to  the  existing  legal  remedies^^  The  disnensing 
"power  possessed  by  the  I^^^^i^^^^^^^ider 
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"the  Local  Authorities  (Expenses)  Act,  18S7,  throws  on  the 
"department  an  amount  of  work  often  out  of  proportion  to 
"the  importance  of  the  issue  involved.    The  Committee 
"suggest  that  in  view  of  the  large  changes  recommended 
"by  them  it  might  be  advisable  to  create  a  new  body,  in 
"  the  form  of  a  Board  of  Commissioners  of  Local  Audit,  in 
"some  respects  analogous  to  the  Railway  Commission. 
"This  body  could  be  entrusted  with  the  powers  which  the 
"  Committee  recommend  in  their  report  should  be  vested 
"  in  the   Local   Government   Board.     The  Committee 
"recommend  that  if  in  the  case  of  Scotland  it  is  thought 
"  desirable  that  the  existing  statutory  audit  of  accounts  of 
"county  and  borough  councils  should  be  maintained,  at 
"  any  rate  the  system  of  audit  for  the  five  large  cities,  which 
"is  at  present  regulated  by   private   Acts,  should  be 
"assimilated  to  that  which  is  recommended  for  the  major 
"local  authorities  in  England."  I  do  not  know  of  any  report 
issued  by  any  Committee  which  goes  more  thoroughly  to 
the  root  of  the  matter  than  this  one  dealing  with  municipal 
auditors  and  their  duties  and  suggested  powers.   It  is  one 
that  every  business   man  can  thoroughly  and  readily 
endorse.    It  has  been  brought  in  by  men  of  various 
positions,  all  eminently  qualified  to  pronounce  an  opinion 
on  the  subject.   Let  me  say  at  once  that  1  have  no  quarrel 
or  grievance  against  the  Local  Government  Board,  but, 
on  the  contrary,  I  have  a  great  respect  for  this  department. 
I  believe  it  does  an  immense  work  for  the  benefit  of  the 
country.   It  ought,  however,  to  be  content  to  direct,  and 
not  actually  to  cany  out,  the  work  of  municipalities.  In 
this  respect  I  want  to  draw  a  distinction  between  the  pro- 
fession of  auditors,  if  you  like,  and  the  actual  furnishing 
of  men  to  do  die  audit  themselves.   I  know  that  there  is  a 
real  feeling  on  tbe  part  of  the  officials  in  favour  of  main- 
taining the  position  and  prerogative  of  the  Local  Govern- 
ment Board — a  perfectly  natural  feeling,  and  one,  again, 
that  I  have  no  quarrel  with — but  if  they  were  to  do  as  is 
suggested  by  this  report — divest  themselves  from  this  ques- 
tion of  carrying  out  the  audit  on  the  part  of  their  own 
department — in  my  opinion  our  respect  for  them  would 
materially  increase,  and  their  position  would  thereby  be 
immensely  strengthened.    We  cannot  have  any  objection 
to  the  Local  Government  Board  supervising  the  reports 
that  auditors  may  send  in  ;  we  cannot  have  any  objection 
to  their  holding  inquiries  as  to  what  money  has  to  be  spent 
upon  them,  nor  eventnally  saying  whether  moneys  have 
been  properly  spent  for  the  purpose  for  which  they  were 
borrowed.   In  all  these  respects  I  hold  that  the  Govern- 
ment Department  is  moving  on  right  lines ;  but  when  we 
know,  as  we  do  from  the  Committee's  re^wrt,  that  the  dis- 
trict auditors  are  not  accountants — there  are  only  one  or 
two  exceptions,  I  think,  out  of  the  whole  body — and  that 
thereby  they  do  not  consider  themselves  fitted  to  discharge 
the  duties  they  are  called  upon  to  carry  out,  we  ought  not 


to  be  content  to  let  this  matter  go  on  without  a  protest. 
If  it  goes  on,  grave  difficulties  are  liable  to  arise.  There 

can  be  no  question  about  it.    Anybody  who  has  studied 
this  matter  must  agree  with  me  that  the  system  of  elective 
auditors  has  absolutely  broken  down.   It  is  inefficient  j  it 
is  dangerous.   Men  can  be  elected  by  a  very  small  vote 
indeed— men  who  are  neither  accountants  nor  who  have 
any  acquaintance  with  accounts.     I  know  several  such 
cases.   Men  go  there  merely  for  the  purpose  of  trying,  in 
the  first  instance,  to  get  a  fee  when  they  have  pteviously 
had  nothing  to  do,  and  in  some  instances  trying  to  obtain 
notoriety  by  publishing  pamphlets  with  regard  to  expenses 
of  deputations  and  other  things  that,  however  different 
opinions  are  maintained  by  the  persons  running  them,  are 
absolutely  necessary  if  good  work  is  to  be  done  by  Uie 
representatives  of  municipalities.    I  say,  therefore,  the 
longer  this  matter  is  put  oB  the  greater  will  be  the 
difiiculties  in  front  of  us  all,  and  at  any  time  there  may  be 
something  serious  happen  through  an  inefficient  audit  in 
connection  with  one  of  our  great  municipalities.   I  do  not 
need  to  detail  to  you  at  any  great  length  the  process  set  up 
by  the  Act  of  1883,  as  I  daresay  you  are  all  as  familiar 
with  it  as  I  am  ;  but  I  have  no  hesitation  in  declaring  it 
to  be  a  farce ;  it  ought  to  be  no  longer  continued.   I  had 
some  qualms  of  conscience  in  advocating  that  this  report 
should  be  carried  out,  because  I  thought  it  might  displace 
a  large  body  of  men  who  are  at  the  present  time  doing  a 
certain  work,  and  that  there  would  be  no  work  conse- 
quently found  for  them.   Upon  inquiries,  however,  I  found 
that  the  department  was  overworked,  and  that  if  the  whole 
of  the  district  auditors  were  removed  from  their  particular 
work  to-morrow  there  would  be  still  plenty  for  them  to  do 
in  other  directions,  and  therefore  my  last  idea  of  not  carry- 
ing out  this  report  immediately  disappeared.   I  was  very 
much  struck  hy  a  remark  made  by  Mr.  Nelson.    He  did 
not  press  it  home  quite  as  far  as  I  expected  he  would  ha.\  c 
done,  but  he  said  there  was  a  change  of  atmosphere,  and  I 
thought  he  was  going  to  trench  on  politics.    There  is,  I 
think,  a  great  change  of  atmosphere  in  that  direction 
politically.   We  have  a  very  strong  Liberal  Government. 
(Hear,  hear,  and  laughter.)   I  might  qualify  that  and  say. 
in  point  of  numbers.   My  friend  does  not  say  "hear,  hear  " 
to  that.   (Renewed  laughter.)   But  I  am  not  joking  on  this 
matter.    Because  there  is  a  strong  Liberal  Government, 
even  in  point  of  numbers,  it  has  an  opportunity  to  settle 
this  matter  which  it  ought  not  to  miss.   I  believe  that  the 
Right  Hon.  John  Bums  is  favourable  to  the  municipalities 
as  a  whole  ;  it  remains  to  be  seen  whether  he  or  the  officials 
of  the  ilepartment  will  carry  their  views,  but  I  certainly 
think  there  is  a  disposition  now  on  the  part  of  the  depart- 
ment to  bring  about  presently  such  a  change  as  will  give  us 
all  satisfaction.    The  sooner  tbey  do  it  the  better  for 

themselves  and  their  own  credit,  and  t£el)ett«sfocklLcon- 
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coined ;  and  although  I  express  in  this  resolution  my 
regret  that  the  matter  has  been  postponed,  I  must  as  a 
fair  man  give  the  department  time  to  make  the  necessary 
preparations  for  change,  as  t  know  that  these  big  things 
cannot  be  altered  in  a  moment.  I  want  to  say  that  in  alt 
fairness  to  the  department.  I  hope,  at  any  rate,  that  they 
will  not  lose  any  time  in  carrying  out  the  recommenda- 
tions of  this  splendid  Committee.  (Applause.) 

Mr.  F.  Walmsley  (Manchester) :  Mr.  President  aad 
gentlemen,  I  have  wondered  how  it  is  that  I  came  to  be 
associated  with  Mr.  Wilson  on  this  subject,  and  then  1 
remembered  that  two  or  three  years  ago  Mr.  Wilson  and  I 
met  on  a  mnnidpal  corporation  subject,  and  we  were  ratber 
strongly  at  variance,  and  1  thought  perhaps  the  Committee 
considered  it  would  be  generous  to  put  us  together  again, 
and  to  give  us  a  subject  upon  which  we  could  meet  upon  a 
common  [datform,  especially  in  view  of  the  fact  that  oui 
Presideat  has  ordained  that,  at  all  events  to-day,  there 
shall  be  peace  and  goodwill  amongst  accouotants.  But, 
again,  I  am  in  a  difficulty,  because  I  believe  the  regula- 
tions of  to>day  provide  that  whilst  the  mover  of  the  resolu- 
tion has  the  right  of  reply  the  seconder  has  not,  and  there- 
fore I  take  it  that  I  shall  have  to  be  vety  careful  about 
what  I  say.  I  may  say  at  once  that  on  this  question  I  am 
not  wbat  is  called  a  "  whole-ho^er."  Whilst  I  agree  in 
the  main  with  the  resolution,  I  believe  that  it  is  a  thorny 
path.  It  is  a  very  delicate  question,  and  we  shall  have  to 
tread  warily.  There  is  one  feature  of  it  w4iich  rather  strikes 
one — that  is,  that  it  savours  a  good  deal  of  "shop."  We 
are  asking  die  Legislature  to  throw  absolutely  into  the 
hands  of  profesnonal  accouotants  a  large  volume  of  busi- 
ness which  is  now  enjoyed  by  another  set  of  individuals 
altogether.  But  we  have  a  good  exanq>le  in  that,  I  find, 
because  I  believe  in  l^e  coming  conference  in  the  United 
States  of  America  one  of  the  piices  de  resistance  in  their 
programme  is  "accountants'  fees,"  and  therefore  I  say  we 
are  following  an  example  worthy  to  be  followed  in  that 
respect.  There  is  one  feature  of  this  question  which  we 
have  to  bear  in  mind  iu  recommending  legislation  upon  it. 
The  Local  Government  Board  audit  has  been  in  existence 
for  a  very  long  period ;  it  came  into  existence  at  a  time 
when  there  was  practically  no  such  thing  as  what  is  called 
'Trading  Departments,"  and  therefore  we  may  assume  that 
at  that  time  the  business  was  of  very  much  less  importance, 
aad  involved  very  much  less  commercial  accountancy 
experience  ^an  it  does  to-day.  Having  regard  to  the  fact 
that  there  is  now  a  total  sum  of  something  like  four  hundred 
million  sterling  largely  invested  in  the  trading  concerns  of 
torporations,  I  think  it  is  one  in  our  favour  to  contend 
that  at  all  events  the  accounts  of  corporations,  involving 
as  they  do  this  large  sum  of  money,  ought  to  be  in  the 
hands,  more  than  they  are  now,  of  gentlemen  like  your- 
wUes,  and  the  other  bodies  of  accountants,  who  all  life 


long  have  been  experienced  and  versed  in  all  the 
intricacies  of  purely  commercial  tmdertakings.  The  times 
have  changed  in  that  respect,  and  therefore  I  say  that  is  a 
stroi^  reason  why  the  recommeiuiations  of  the  Committee 
should  be  adopted  at  the  earliest  possible  moment.  But 
there  is  another  aspect  of  the  question.  You  will  have 
noticed  that  the  trend  of  the  times  in  commercial  adminis- 
tration is  in  the  direction  more  and  more  of  the  influmce 
and  control  of  what  I  will  call — and  I  do  not  use  the  term 
offensively— the  Socialistic  element.  The  working  classes 
of  to-day  are  becoming  more  and  more  members  of  local 
corporations  and  local  authorities,  and  their  policy  and 
views  are  more  and  more  entering  into  the  control  and 
administration  of  corporation  funds ;  and  I  say  diis.  that 
owing  to  the  incidence  of  taxation  and  rating,  which  I 
am  not  going  into  to-day,  there  is  an  anomaly  there, 
because  the  great  body  of  ratepayers  under  the  system  of 
compounding  do  not  pay  their  rates  directly,  and  tbuefore 
they  do  not  feel  the  increase  of  rating  that  direct  rate- 
payers do.  I  merely  mention  that  to  show  there  is  a 
strong  reason,  in  my  judgment,  why  there  should  be  some 
outside  control  as  far  as  possible  of  the  spending  of  great 
corporations ;  and  I  say,  for  one,  that  while  I  desire  that 
professional  audit  shall  prevail  in  corporations  and  in 
local  authorities  I  do  not  see  my  way  altogether  to  con- 
sent to  be  deprived  of  some  amount  of  control  from  the 
Local  Government  Board  as  it  exists  to-day.  Before  a 
corporation  can  spend  money,  what  has  it  to  do?  It  has  to 
go  to  the  Local  Government  Board — for  what?  For  the 
authority,  for  the  consent,  to  spend  this  capital  money. 
The  Local  Government  Board,  as  you  know,  orders  an 
inquiry ;  aad  under  that  inquiry,  if  they  find  the  expendi* 
ture  is  warranted,  then  they  give  the  necessary  sanction* 
or  Parliament  gives  its  Act.  Under  those  conditions  I 
think  there  is  justice  in  the  position,  and  to  some  extent, 
while  professional  audit  should  prevail  as  regards  the 
certificate  of  accuracy  and  all  the  details  and  so  on,  there 
is  some  justice  and  reasonableness  in  the  public  interest 
and  in  the  interests  of  those  who  supply  this  money  that 
the  Local  Government  Board,  who  are  responsible  to  the 
nation,  ought  to  preserve  in  some  form  or  another  a 
certain  amount  of  control  with  regard  to  local  authorities 
and  local  funds.  I  am  not  going  to  say  much  more, 
because  time  is  going  on  ;  but,  as  1  have  said  already, 
while  I  believe  the  time  is  coming  when  Government  will, 
and  Government  ought  in  some  way  to  carry  out  the 
recommendations  of  this  Committee.  I  think  there  will  be 
some  way  out  of  it  whereby  either  in  surcharge  or  in  some 
sort  of  control  the  Local  Government  audit  or  supervision 
may  be  maintained,  and  1  think  that  maintenance  will  be 
a  sheet  anchor  in  the  interests  of  public  economy  and  in 
the  interests  of  better  control  of  corporation  spending 
than  has  been  the'  case  gfgfetjpgf  G^O^fe  ^""^w 
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that  I  have  had  nine  years  experience  as  a  member  of  the 
Council,  and  I  have  also  been  concerned  in  corporation 
audits,  and  therefore  I  am  speaking  with  some  knowledge 
of  the  subject,  and  with  a  sincere  desire  that  whatever 
safeguards  we  have  we  will  take  care  that  those  safeguards 
are  not  sacrificed  in  ibe  direction  of  finding  more  work 
for  professiODal  accountants.  Now,  I  will  conclude  by 
expressing  the  hope  that  this  powerful  Government,  to 
which  Mr.  Wilson  very  modestly  referred,  vrith  its  zeal  for 
work,  may  turn  its  attention  to  this  amongst  other  schemes 
of  money  spending  aod  loQg'Waited*fbr  domestic  legisla- 
tion. I  hope  that  before  many  years  are  over  many 
gentlemen  like  yourselves,  and  others  vrbo  are  not  here 
to-day,  may  be  enjoying  fees  and  emoluments  from 
appointments  as  auditors  to  corporations.  When  that 
<5omes  about  I  hope,  although  my  friend  Mr.  Wilson 
may  not  perhaps  agree  with  me,  that  those  gentlemen  will 
take  care,  in  auditing  and  reporting  upon  those  accounts, 
that  after  providing  for  interest  and  sinking  fund  there 
will  be  due  provision  for  depreciation — (laughter) — and  I 
am  very  glad  to  see  tliat  since  our  friend  Mr.  Wilson  gave 
such  an  effect  to  his  views  in  Liverpool,  and  so  power- 
fully advocated  those  views,  several  corporations  have 
been  good  enough,  inflnenced  no  doubt  by  bis  opposition, 
to  say  that  Mr.  Wilson  was  wrong  and  I  was  r^ht,  and 
they  have  adopted  the  reserve  fund.  (Laughter.)  I  have 
great  pleasure  in  seconding  the  resolation. 

Mr.  J.  M.  Fells  (London) :  Mr.  President  and  gentlemen, 
as  one  w4iq  gave  a  good  deal  of  attention  to  the  proceedings 
of  the  Joint  Select  Committee  on  Municipal  Tradii^ 
some  three  years  ago,  and  who  was  also  a  witness  before 
that  Committee,  I  would  like  to  point  out  to  the  seconder 
of  this  resolution  that  in  the  report  of  the  Committee 
there  is  nothing  whatever  that  really  derogates  from  the 
power  oi  the  Local  Government  Board— (hear,  hear)— in 
fact,  if  the  report  does  anything,  it  endeavours  to  tune  up 
the  Local  Government  Board,  and  to  give  it  greater 
strength  and  power  than  it  has  yet  had.  For  instance,  it 
formulates  the  idea  tbat  a  court  analogous  to  the  Court  of 
the  Railway  Commission  should  be  formed,  in  order  to 
deal  with  questions  of  local  government  in  the  same  way 
as  the  Railway  Commission  deals  with  questions  affecting 
railways  that  are  referred  to  it  by  the  Board  of  Trade. 
Therefore  I  think  Mr.  Walmsley  will  see  that  if  he 
advocates  the  report,  even  as  a  "whole-hc^er,"  he  will 
practically  advocate  greater  power  to  the  I<ocal  Govern- 
ment Board  than  they  already  possess.  There  is  one  other 
point  which  I  would  like  to  mention,  and  that  is  that 
this  resolution,  as  drawn,  seems  to  me  rather  to  read  like 
a  requiem: — "That  this  Society  expresses  regret  that 
effect  has  not  been  given,"  &c.  Well,  we  have  heard  both 
the  mover  and  the  seconder  of  the  resolution  expressing 
their  hope  that  effect  will  yet  be  given  to  that  report,  and 


I  would  suggest  that  their  views  and  our  views  would  be 
made  more  clear  if  they  inserted  the  word  "yet "  between 
the  words  "not"  and  "been,"  because  I  still  have  hope 
that  some  effect  may  be  given  to  the  recommendations  of 
the  Committee.  I  have  lately  seen  a  letter  written  by 
instruction  of  the  Prime  Minister  dealing  with  this  qata- 
tion.  In  that  letter  the  Prime  Minister  seems  to  me  to 
suggest  that  legislation  would  be  needed  in  order  to  carry 
these  resolutions  into  effect.  Well,  if  l^tslation  is 
needed,  why  should  we  not  have  l^islation?  (Hear, 
hear.)  This  is  not  a  political  or  partisan  question.  (Hear, 
hear.)  Any  measure  based  upon  the  recommendations  of 
that  Committee  ought  practically  to  pass  as  under  the 
general  term,  "  Legislation  by  consent."  The  recommenda- 
tions are  the  recommendations  of  representatives  of  every 
section  of  the  House  of  Commons,  and,  so  far  as  there  are 
two  sections  or  more  than  two  sections  in  the  House  of 
Lords,  by  every  section  in  the  House  of  Lords.  Therefore, 
that  which  the  Parliamentary  Committee  has  unanimously 
found  to  be  desirable  surely  ought  to  have  some  weight 
with  any  Government,  and  also  with  the  Local  Government 
Board  and  others  who  are  directly  interested.  If  legisla- 
tion has  to  be  obtained,  then  I  think  we  ought  to  use  our 
best  endeavours  to  get  legislation ;  we  ought  to  point  out 
that  this  is  not  a  political  or  partisan  question.  As  every- 
one here  well  knows,  the  only  way  to  get  l^slation  is  to 
make  clear  to  individual  members  of  the  House  of 
Commons  what  you  want  and  what  you  intend  to  have ; 
and  if  yon  approach  this  question  in  that  spirit,  and  not 
merely  with  regard  to  what  Mr.  Walmsley  has  termed  the 
individual  or  professional  question  here,  but  the  whole 
question  as  recommended  by  that  Committee — if  you 
impress  the  members  of  the  House  of  Commons  in  that 
way,  and  in  that  spdrit,  then  I  hope  it  will  be  even  more 
apparent  than  it  is  to-day  that  the  insertion  <rf  the  word 
"yet"  is  a  desirable  and  practical  solution  of  the 
difficulty.  (Applause.) 

The  President :  I  am  pleased  to  be  able  to  announce  that 
both  Mr.  Wilson  and  Mr.  Walmsl^  have  consented  to 
adopt  the  suggestion  of  Mr.  Fells,  and  insert  the  word 
"yet  "  in  the  resolution. 

Mr.  Martin  Wood  (Newport) :  Mr.  President  and  gentle- 
men, 1  am  one  of  those  despised  beings,  elective  auditors, 
and  I  thought  I  might  posdbly  help  this  debate  by  speaking 
from  experience.  The  law  theoretically,  it  seems  to  me,  is 
good  so  far  as  it  goes.  The  auditor  is  elected  by  the  rate- 
payers— that  is  to  say,  by  the  shareholders — and  the  appeal 
is  to  the  ratqujws.  That  is  what  the  recomraeod^ons  of 
the  Commission  amount  to.  But  our  position  is  exceedingly 
unsatisfactory.  F^rst  of  all,  there  is  no  qualification 
specified.  In  my  own  experience,  I  was  at  one  time  in  com- 
petition with  a  carpenter ;  and  with  the  present  labour 
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labour  auditor  forced  opon  a  constitueDcy.    Our  treatment 
also  is  not  good.   We  are,  at  best,  treated  with  a  sort  of 
good-natiired  toleration.   Often  a  professional  auditor  is 
appcnnted  over  our  heads,  and  the  vork  of  the  elective 
auditor  is  locdud  uptm  as  one  of  supererogation.  Our  tenure 
of  office  is  quite  unstable  :  the  election  has  to  take  place 
every  year,  and  I  think  it  is  evident  that  that  is  a  very 
unsatisfactory  conditlon^of  things.    Our  duties,  again,  are 
entirely  undefined  ;  we  are  appointed,  and  the  scope  of  our 
audit  is  left  to  our  own  imagination.    la  Newport— the 
borough  for  which  I  have  the  honour  to  be  auditor— we 
have,  by  a  sort  of  natural  process,  advanced  a  little.  We 
are  elected  by  the  ratepayers,  and  they  have  now  come  to 
the  condudoD  that  it  is  preferable  to  appoint  professional 
men.   They  have  tberefbre  appointed  two  professional 
accountants  as  their  auditors.    We  are  approved  by  the 
Council,  who,  seeing  that  we  are  professional  men,  treat  us, 
perh^is,  with  a  little— though  not  much— more  of  that  good- 
natured  toleration  of  which  I  have  spoken.    The  recom- 
meodation  of  the   Commission   seems  to   me   to  be 
somewbat  indeeaite  in  the  matter  of  our  appointment. 
Perhaps  Mr.  Wilson  will  be  able  to  elucidate  this  matter  a 
httie  when  he  rises  to  reply.  The  recommendation  mentions 
aodilors  from  outside  the  borough  or  city,  but  it  is  not 
quite  clear,  from  the  wording  of  it,  whether  that  refers  only  to 
the  small  towns  and  boroughs.  It  seems  to  me  that  cities  like 
Manchester,  Leeds,  or  Cardiff,  would  object  very  much  to 
have  an  accountant  appointed  from  a  distance  to  audit  tbelr 
accounts.   Th^  would  say  "  we  have  professional  men  in 
"  our  own  towns  who  are  acquainted  with  our  needs,  and 
"  know  our  wants  and  our  feelings  in  the  matter,  and  we 
"should  appoint  our  own  auditor."   I  can  quite  understand 
that  in  the  case  of  small  boroughs,  where  a  Charteiwl  or 
Incorporated  Accountant  of  eaperience  might  not  be  easily 
Couiid,  it  would  be  wise  to  allow  of  the  appointment  of  an 
auditor  from  a  distance ;  but  I  think  the  larger  boroughs 
would  most  strenuously  oppose  the  idea  of  appointing  an 
auditor  from  another  town,  and  1  feel  sore  that  the  country 
accountants  would  object  very  raocb  to  the  principle.  I 
think  that  as  accountants  we  have  too  much  of  the  domina- 
tion of  the  big  London  firms.    I  speak  without  any  dis- 
respect to  our  London  friends,  but  I  think  that  one  of  the 
troubles  and  difficulties  of  provincial  accountants  has  been 
the  competition  and  domination  of  the  large  London  firms. 
Our  aim,  I  think,  as  accountants  should  be,  first  of  all, 
that  the  qualification  for  the  position  should  be  more  strictly 
defined  ;  and  the  recommendations  of  the  Commisuon  are 
ui  the  right  direction  in  that  matter.  The  second  point  that 
«e  sbODld  have  iu  view  is  to  avcnd  a  Local  Government 
Board  audit,  which,  as  the  proposer  of  the  resolution  has 
pointed  out,  is  not  satisfactory.   It  tends,  in  my  opinion, 
rather  too  much  towards  red-tapeism.  There  was  a  case 
Rported   in  the  papers  some  time  ago,  where  a  Local 


Government  Board  auditor  spent  six  hours,  and  took  up 
the  time  of  the  local  authority,  in  deciding  how  a  halfpenny 
should  be  stated  in  the  accounts  before  him.  We  do 
not  want  to  fettH  our  ctvporatioos  with  all  these  petty 
details  and  this  hair-splittiug  more  than  is  necessary. 
Then  we  find  that,  in  places,  lawyers  or  legal  men  are 
appointed  in  preference  to  accountants.  If  I  might, 
without  any  disrespect,  define  the  difference  between  law 
and  accountancy  I  should  say  that  a  lawyer  is  more  taken 
up  with  stating  Ws  own — a  partisan — side  of  the  case 
without  regard  to  whether  it  is  right  or  wrong;  while au 
accountant  has  the  broader  object  in  view  of  getting  at  the 
exact  principle  of  the  thing  and  stating  the  common-sense 
view  of  it,  and  that  is  what  we  want  in  this  matter  of  our 
local  authorities.  Mr.  Walmesley,  in  putting  in  a  word  for  the 
Local  Government  auditor,  referred  to  matters  of  incidence 
of  taxation,  assessment,  and  rating,  but  those  matters  have 
nothing  whatever,  it  seems  to  me,  to  do  with  the  audit.  The 
Local  Government  Board  have  to  do  with  those  questions 
now.  They  have  also  to  do  with  the  inquiry  as  to  loans  and 
their  supervision,  as  well  as  the  supervision  of  sinking 
funds ;  and  the  Local  Government  Board  will  have  quite 
as  much,  and  indeed  more  to  do  in  the  new  state  of 
affairs  than  they  have  had  in  the  old.  Then  we  want  our 
duties  and  powers  more  clearly  defined.  A  complete  audit 
is  an  immense  thing,  and  a  partial  audit  is  very  unsatis- 
factory and  dangerous.  At  present  we  have  just  to 
exercise  our  own  imagination  in  the  matter,  and  that  is 
considerably  hampered  by  objection  on  the  part  of  the 
local  authorities  sometimes,  the  law  having,  in  some 
cases,  stepped  in  to  prevent  a  complete  audit.  Then  we 
want  to  have  our  tenure  of  office  fixed  for  a  longer  period 
than  at  present.  The  work  of  a  municipal  borough  now, 
with  all  its  trading  undertakings,  is  an  immense  matter ;  and 
in  order  to  get  a  grip  of  such  a  concern  I  think  one  year  is 
not  sufficient,  and  I  think  the  recommendation  of  the  Com- 
mission that  the  term  should  be  extended  to  five  years  is  a 
good  one.  (Applause.) 

Mr.  H.  J.  Burgess  (London) :  I  rise  to  say  how  much  I 
am  in  sympathy  with  the  motion  submitted  by  Mr.  Wilson, 
and  how  much  I  wish  the  Local  Government  Board  would 
appoint  professional  auditors.  I  understood  the  last  speaker 
to  say  he  holds  office  as  an  elective  auditor.  Like  him,  and 
pattly  at  the  wish  oi  our  Council,  I  took  np  a  certain  office, 
and  I  have  been  acting  as  elective  auditor  for  an  important 
borough,  not  very  far  from  here,  for  the  past  three  years. 
That  borough  has  its  own  electric  lighting  undertaking, 
workmen's  dwellings  and  allotments,  and  it  trades  in 
numerous  ways,  having  many  undertal^ngs  and  a  very  large 
rateable  value.  I  do  not  like  the  idea  of  having  to  contest 
an  election  each  year,  and  therefore  I  think  it  is  very 
necessary  that  professional  accountants  should  be  app(nnted. 
Mr.  T.  Keens:  Mr.  Pre8i^^,,Ba4>y«^l^gte« 
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seen  something  of  the  finances  of  local  bodies  from 
both  ndes.   I  do  not  want  to  trouble  yon  with  oar  woes 
as  elective  auditors ;  but  I  and  a  Chartered  Accountant, 
who  was  my  chief  competitor  in  the  town  in  which  I 
live,  took  np  the  matter  as  a  protest  pnrs  and  simple,  and, 
on  a  vacancy  occurring,  we  boldly  came  out  and  claimed  the 
seat  for  efficiency,  and,  after  a  strenuous  fight,  won.  That 
bad  nothing,  probably,  to  do  with  our  capacity  to  do  the 
work,  but  with  the  extent   to  which  we   were  known 
in   that   particular    neighbourhood ;    and    that  brings 
me  to  the  point  I  wont  to  make.   What  is  the  reason  why 
no  more  progress  has  been  made  with  this  question  ?  The 
reasons,  it  seems  to  me,  are  twofold.    On  the  one  side,  there 
is  in  most  public  bodies  an  opinion  that  accountants  are 
people  who  object  in  toto  to  every  phase  of  municipal 
trading ;  and  while  that  idea  is  prevalent  in  the  minds  of 
the  pe<^le  generally  who  occupy  seats  on  local  bodies,  so 
long  will  there  be  a  sort  of  tacit  objection  to  the  audit 
scheme  which  is  now  here  detailed.    The  second  reason 
why,  it  seems  to  me,  no  more  progress  has  been  made  is 
because  we,  as  a  body  of  professional  men,  take  far  too  little 
.  interest  in  public  matters.    Speaking  generally,  I  may  say 
that,  so  far  as  I  can  recollect,  in  all  the  large  towns  which 
adjoin  the  one  in  which  I  live  I  do  not  know  of  a  single  one 
in  which  any  practising  accountant  lakes  any  public  office 
whatever.   There  are  several  other  practising  accountants 
who  should  be  qualified  to  be  on  the  Coanty  Council,  of 
which  I  am  a  member,  covering  the  county  of  Bedford- 
shire, but  there  is  not  one  on  it  besides  myself.   I  liave 
searched  the  list  for  Hertfordshire,  and  can  find  no  prac- 
tising accountant  on  that  body.   I  have  also  searched  the 
lists  of  the  Town  Coandls  in  the  neighbourhood,  and  can 
find  no  evidence  of  any  practising  accountant  being  on 
those   bodies:    and,    as   far   as   I    am    awaro,  with 
the   exception  of  Mr.   Claridge,  not  a  single  member 
of  this  body  of  accountants  has  ever  fought  a  seat  for 
Pailiament.   Some  of  you  are,  no  doubt,  building  up  very 
magnificent  practices,  and  heaping  up  splendid  incomes ; 
but,  at  the  same  time,  unless  a  certain  amount  of  time  is 
to  be  given  to  public  work,  and  unless  we  are  prepared  to 
take  our  fair  share  in  the  public  life  of  this  country  as  a 
profession,  we  shall  never  obtain  at  the  hands  of  the  com- 
munity generally  the  amount  of  recognition  which  we 
imagine,  at  any  rate,  the  profession  deserves.   I  may  say 
that  1  speak  on  this  subject  with  some  pleasure  to-day, 
because  I  have  for  the  past  three  years  regularly  supported, 
sometimes  by  speaking  and  sometimes  silently,  a  resolu- 
tion to  the  same  effect  at  the  meetings  of  the  Associated 
Chambers  of  Commerce.    This  resolution,  as  you  are 
aware,  was  first  contested,  bttt  it  has  since  passed  into  the 
realm  of  starred  resolutions,  which  means  that  it  is  simply 
proposed  and  formally  seconded,  and  no  one  is  allowed  to 
speak  on  the  question  unless  he  lises  to  move  an  amend- 


ment; and  for  years  the  meetings  have  been  absolutely 
'  nnanimous  on  the  snbject.  It  remains  for  us  to  see  what 
pressure  we  can  exercise  on  members  of  Parliament,  who 
have  finally  to  deal  with  the  question.  The  real  question 
is  this,  that  while  there  is  this  amount  of  prejudice  exist- 
ing against  a  professional  body— existing  under  an  entire 
misapprehension  —  you  can  hardly  expect  members  of 
Parliament  to  risk  the  chance  of  a  quarrel  with  a  large 
number  of  their  constituents  for  people  who  have  never 
done  a  stroke  to  help  them  to  get  their  seats,  or  have  never 
taken  any  interest  in  local  affairs.  I  have  ve^mocfa  pleasure 
m  supporting  the  resolution. 

Mr.  M.  J.  Dunsford :  Mr.  President  and  gentlemen,  I 
propose  to  take  this  opportunity  of  relating  an  experience 
which  I  have  had  within  the  past  twelve  months,  and 
wihich,  I  think,  will  be  of  some  interest  to  this  meeting. 
I«ast  year  a  member  of  our  Society,  who  was  one  of  the 
elective  auditors  for  Exeter,  died,  and  what  took  place 
emphasises  the  fact  that  politics  constitute  &e  real  trouble 
which  causes  the  evil  we  are  now  discussing.  1  was  urged 
to  accept  nomination  at  the  election  in  March  last, 
and  there  was  also  nominated  by  one  political  party 
a  land  agent,  who  had  great  favour  with  the  party, 
but  who,  besides  being  quite  inexperienced  as  an  account- 
ant, was  stone  deaf.  Usually  about  i,ooo  voters  in  all 
have  gone  to  the  poll  at  such  an  elation  there,  but  on 
this  occasion,  towards  the  evening,  i,ooo  of  the  labouring 
classes  were  brought  to  the  poll  by  the  party  referred  tn, 
who  were  determined  to  get  this  man  into  office,  and 
carried  their  object  in  that  way.  When  this  elective 
auditor  started  his  work  he  was  so  appalled  with  the  duties 
that  lay  before  him — he  was  nearly  seventy  years  of  age- 
that  he  utterly  collapsed,  and  died  within  six  months. 
There  has  been  sumetliing  said  as  to  the  advisability  of 
appointing  local  men.  It  occurs  to  me  tiiat  there  are 
certain  advantages  to  be  gained  by  the  appointment  of 
local  men,  but  I  do  not  think  that  is  a  very  strong  point. 
I  think  that  if  we  had  to  move  about  in  other  towns  it 
would  have  advantages  also. 

Mr.  Warren  (Haverfordwest) :  lilr.  Pre»dent  and  gentle- 
men, I  think  tiie  support  of  this  motion  should  be  as 
broad  and  representative  as  possible,  and  I  should  like,  as 
a  municipal  official,  to  support  it.  I  simply  wish  to  sub- 
mit this  one  point.  I  do  not  think  it  is  possible  to  put 
before  gentlemen  of  so  much  intelligence  anythiug  new  on 
the  subject ;  but  I  think  this  point  ought  to  be  brought 
forward — (hat  to-day  there  are  so  many  qualified  account- 
ants among  municipal  officials  that  it  becomes  absolutely 
necessary  that  the  complicated  accounts  prepared  and  kept 
by  them  should  be  audited  by  men  equally  skilful  and 
expert  in  the  profession.  Someone  complained  ihat  no 
real  progress  has  been  made  in  this  matter.    Well,  it 

appears  to  me  you  will  not  succeed/lff^  makingc-ioy  real 
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progress  until  you  convince  the  Right  Hon.  John  Burns 
that  this  is  a  burning  question.  (Laughter.) 

Mr,  C.  H.  Wilson :  Mr.  President,  I  must  express  my 
regret  that  Mr.  Walmsley  has  not  yet  got  over  the 
drubbing  I  was  obliged  to  give  him  at  Liverpool— 
flaughter) — and  teU  him  I  do  not  admit  for  a  moment  that 
I  am  in  the  wrong,  or  that  my  opinions  have  undergone 
the  slightest  change.  Neither  have  the  facts.  (Laughter.) 
As  to  his  hesitation  about  our  seemingly  asking  for  busi- 
ness, surely  we  need  not  trouble  any  longer  about  that 
when  this  is  a  strong  recommendation  of  a  Parliamentary 
Committee  that  the  Chartered  and  Incorporated  Account- 
ants should  be  put  upon  this  work.  I  think  that  has  gone 
by.  We  need  not  hesitate  about  that  now.  As  to  trading 
concerns,  I  should  have  made  more  of  that  question,  but 
the  report  is  distinctly  in  favour  of  a  continuous,  vigilant, 
and  efficient  audit,  and  not  merely  in  favour  of  the  certifi- 
cation of  the  figures  and  the  looking  for  liltely  errors  that, 
generally  speaking,  the  district  auditors  confine  them- 
selves to ;  the  report  certainly  recommends  that  some 
further  control  should  be  given  to  the  Local  Government 
Board,  and  I  agree  with  regard  to  this.  I  do  not  object 
to  supervision  in  the  slightest  degree,  but  1  do  object,  and 
will  continually  object,  to  their  actually  doing  the  work. 
As  to  this  question  of  depreciation,  I  have  never  been 
against  depreciation,  but  if  anyone  takes  the  trouble  to 
read  my  evidence,  published  in  August  1903,  they  will  see 
I  was  in  favour  of  depreciation  to  cover  certain  eventu- 
alities, I  do  not  need  to  repeat  the  particular  evidence  ;  it 
covers  rather  a  lot  of  ground.  I  am  not  against  deprecia- 
tion, but  I  put  the  sinking  fund  in  the  first  place  and 
depreciation  in  the  second.  I  might  have  talked  a  long 
time  aboitf  having  been  Lord  Mayor's  auditor  for  several 
years,  but  did  not  want  to  go  into  that  side  of  the  ques- 
tion, except  in  so  far  as  it  has  absolutely  demonstrated 
to  me  the  hrce  of  the  vbcAe  thing.  The  duties  are 
restricted  by  various  decisions  of  Judges,  and  the  fees  are 
restricted  also,  and  I  am  very  glad  indeed  that  that  report 
is  in  favour  of  sweeping  all  this  system  away.  But  I  do 
not  wairt  you  to  go  away  assuming  that  no  real  progress 
has  been  made.  One  of  the  principal  paragraphs  of  the 
report  having  reference  to  the  standardisation  of  accounts 
has  been  dealt  with.  In  two  or  three  weeks  from  now  you 
will  probably  have  the  report  of  that  Committee,  and  it 
seems  to  me  that  the  Local  Government  Board,  in 
if^roTing  of  this  question  of  standardisation  of  accounts, 
has  cleared  one  important  matter  away  before  proceeding 
to  abdicate  in  favour  of  professional  accountants  for 
nsnicipal  and  connty  council  audits.  I  think  a  great  step 
l>as  been  taken  by  that  department.  As  to  whether  we 
agree  wicfa  the  particular  way  they  set  iq>  the  committee 
«  not  does  not  matter ;  I  am  satisfied  the  recommenda- 
Dwa  will  be  found  in  the  right  direction.    In  several 


cities  professional  accountants  are  appointed  apart  from 
the  system  of  elective  auditors,  but  if  they  have  not  the 
powers  to  make  these  appointments  are  they  not  acting 
ultra  vires  f  In  some  cases  they  have  special  local  powers 
to  make  appointments,  but  in  many  cases  they  have  not. 
With  regard  to  the  question  of  men  from  a  distance,  I 
find  the  report  specially  limits  such  appointments  to 
small  boroughs.  Beyond  that  I  do  not  think  I  need  go, 
except  to  say  I  have  been  very  much  pleased  with 
the  discussion  which  has  taken  place  on  the  resolution. 
(Applause.) 
The  motion  was  carried  nem.  em. 
The  President:  I  understand  that  Mr,  Woodrofle  is 
present,  and  would  like  to  say  a  few  words. 

Mr.  Woodroffe :  Mr.  President  and  gentlemen,  I  felt  I 
should  nof  be  doing  my  duty  to  the  Ontario  Institute  of 
Chartered  Accountants,  whose  representative  I  am  in  tiiis 
country,  if  I  did  not  address  a  few  words  to  you.  At  this 
time  last  year  I  was  in  Toronto,  and  was  treated  remark- 
ably well,  and  entertained  by  the  Institute  of  Chartered 
Accountants,  not  as  an  individual,  but  as  a  Fdlow  of  the 
Incorporated  Accountants.  (Applause.)  I  think  to  a  great 
extent  this  was  caused  by  the  visit  of  Mr.  Martin  as  a 
delegate  to  the  St.  Louis  Congress  in  bis  capacity  as  a 
committee  of  one.  (Laughter.)  I  can  assure  you  that  his 
visit  has  been  a  matter  of  great  gratification  to  Canadian 
Britishers  of  influence  in  the  Councils  of  the  leading  Insti- 
tutes ;  and  it  was  expressed  to  me  by  more  than  one  gentle- 
man of  influence  in  Canada  that  they  hoped  that  an  era  of 
closer  attachment  would  set  in,  if  not  preferential  treatment. 
I  may  say  diat  I  found  at  that  time  that  the  proposed  forma- 
tion of  a  Committee  of  Incorporated  Accountants  composed 
of  gentlemen  who  are  undoubtedly  the  leading  Chartered 
Accountants  in  Canada,  bad  been  taken  thoroughly 
in  the  right  spirit.  The  colonial  is  a  very  approach* 
able  man,  and  we  had  a  very  approachable  del^ate  to 
meet  them.  I  think  I  ought  to  emphasise  my  remarks  by 
reading  a  few  words  from  the  letters  of  some  prominent 
Canadian  accountants.  One  is  Mr.  John  Hide,  first  Presi- 
dent of  the  Dominion  Association  of  Chartered  Account- 
ants, a  body  whose  Charter  is  enacted  by  the  Senate,  and 
is  really  enacted  by  his  Majesty,  with  the  consent  and 
advice  of  both  the  Senate  and  the  House  of  Commons  of 
Canada,  and  that  enactment  is  signed  by  the  Governor- 
General  in  Council.  I  should  think  this  is  the  greatest 
legislative  acknovriedgment  of  public  accountancy  that 
has  been  conferred,  with  the  e:(ception  of  the  Transvaal 
Colony.  Mr.  Hide  writes: — "I  hope  and  trust  you  will 
"  all  have  a  pleasant  time  at  the  conference  and  banquet, 
"and  my  very  great  regret  is  that  1  cannot  be  with  you.  I 
"am  leaving  for  Winnipeg  early  in  October."  The  Secretary 
of  the  Institute  of  Chartered  Accountants  of  Ontario, 
which   is  also   a  body   inccx^poialed        ^Aetv^  o^L^c 
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Ltigislatnre  of  the  Province  of  Ontario,  writes  sending  me 
the  resolution  which  has  already  been  read. 

The  President :  I  have  one  more  duty  to  perform  before 
this  sitting  of  Hie  conference  is  concluded,  and  it  is  a  very 
pleasing  one.  I  have  to  present  three  certificates  of  merit 
to  successful  competitors.  The  first  is  to  Mr. 
Albert  Frederick  Saunders,  who  obtained  the  first  certifi- 
cate of  merit  at  the  May  examination.  I  would  like  to 
mention  that  Mr.  Saunders  also  stands  a  chance  of 
winning  the  gold  medal  awarded  to  the  best  candidate  for 
the  year.  (Applause.) 

Mr.  Saunders  was  then  handed  his  certificate  by  the 
President,  who  next  presented  to  Mr.  Tom  Wilkinson 
Wainhouse  the  second  certificate  of  merit,  remarking  that 
Mr.  Wainhouse  was  clerk  to  Mr.  J.  Norman  Lister, 
aiA  Silver  Street,  Halifax,  and  adding  that,  as  other  Presi- 
dents had  before  pointed  out,  Yorkshire  was  always  to  the 
fore.  He  also  handed  the  fifth  certificate  of  merit  to 
Mr.  Waller  Rattenbuiy,  of  the  Borough  Treasurer's  Office, 
Town  HaU,  West  Ham. 

This  concluded  the  business  of  the  sitting. 


Second  Day*«  Proceeding:'. 


Bankruptcy  Reform. 

Mr.  Harry  L.  Price  opened  the  proceedings  by  reading 
the  following  paper  : — 

The  establishment  of  a  system  which  deals  satisfoctorily 
with  the  problem  of  commercial  insolvency  wojld  appear 
to  be  a  kind  of  Sisyphean  task,  to  the  performance  of  which 
successive  Governments  have  set  themselves  with  bnt  Indif- 
ferent success.  During  the  last  century  the  law  was  altered 
in  1825,  1831,  1842,  1844,  1849,  1861,  1869.  1883,  and  1890. 
'*  All  this  legislation,"  said  Lord  Cairns,  when  I.ord  Chan- 
cellor, "  oscillated  very  vicdently  between  two  extremes. 
"  At  one  time  the  theory  has  been  to  leave  the  administra- 
"  tion  of  bankrupt  estates  to  the  CFeditois,  and  to  constitute 
"  them  the  sole  judges  as  to  the  manner  in  which  the  pro- 
"  ceedtngs  should  be  conducted.  At  another  time,  the 
"  favourite  idea  has  been  to  take  everything  out  of  the 
"  hands  of  the  creditors,  and  to  hand  them  over  to  Courts 
"and  officials."  The  present  method  is  a  composite  of 
both  these  theories.  By  the  recent  appointment  of  the 
Bankruptcy  Law  Amendment  Committee,  however,  the 
L^lslatare  is  apparently  about  to  make  still  another  effort 
to  roll  the  burden  a  little  further  np  the  hill  of  difficulty. 

Until  the  report  of  that  Committee  is  presented,  and  its 
recommendations  take  practical  shape,  it  is  only  possible  to 
speculate  as  to  the  precise  direction  in  which  reform  will  be 
attempted.  As,  however,  the  terms  of  reference  to  the 
Committee  are  public  property,  and  as  the  trend  of  the 


inquiry  has  elituted  varioas  expressions  of  o^nnion  from 
many  who  are  qualified  by  experience  to  form  them,  it  is 
not  only  permissible,  but  desirable,  that  a  body  of  accoun- 
tants in  conference  should  hold  clear  views  upon  a  subject 
with  which,  directly  and  indirectly,  they  are  brought  into 
daily  contact.  It  is  sometimes  suggested  that  the  fact  of 
accountants  and  solicitors  being  personally  and  profitably 
interested  in  insolvency  administration,  teuds  to  warp  their 
judgment,  and  to  discount  their  opinions  upon  any 
attempted  reform.  I  hope  and  think  that  such  a  view  is 
not  seriously  held.  But  whether  it  is  or  not,  we  can,  at 
least,  speak  with  knowledge,  and,  in  recording  our  hcmest 
convictions,  may  contribute  something  towards  the  solntion 
of  one  of  our  most  difficult  national  problems. 

State  Initrftrenu. 
It  is  surprising  to  find  how  little  has  been  written  or 
spoken  in  the  direction  of  laying  down  broadly  the  basic 
principles  of  State  interference  betwera  debtors  and 
creditors.  We  all  know  that,  theoretically,  of  course,  no 
limit  can  be  set  to  the  right  of  the  State  to  interfere.  In  its 
omnipotent  and  undisputed  supremacy  it  may  do  as  it  will. 
But  in  practice  we  are  daily  setding  boundaries,  within 
which  private  freedom  and  State  action  shall  mutually  limit 
each  other.  Intervention  in  order  to  defend  one  set  of 
latere^  which  are  attacked  against  the  aggression  of  others, 
or  to  defend  the  State  against  all,  is  an  ordinary  and 
approved  experience.  What  is  not  quite  so  certain  is  the 
equitable  right  of  the  State  to  interfere  with  the  mutual 
acts  of  willing  parties,  where  any  indirect  mischief  wrought 
by  such  acts  is  less  important  than  are  the  benefits  derived 
from  them. 

After  all,  the  State,  as  society-organised,  has  grown  up, 
and  exists  mraely  as  a  means  of  individoal  convenieace — ^it 
should,  in  &ct,  in  its  ideal  form,  be  the  sum  and  expre»ion 
of  all  that  makes  for  individual  hap^uness  and  well-besng — 
and  it  is  questionable  whether  it  has  any  moral  functions 
outside  the  protection,  first  of  the  individual,  and  next  of 
the  commonity,  a^iut  acta  which  are  an  invanon  of  its 
rights.  This  is  effected  either  by  active  and  forcible  into-- 
venlion  or  by  passive  regulation,  just  as  tbe  interests  of 
those  who  are  mostly  directly  concerned  require.  Bentham 
("  Principles  of  Morals  and  Legislation")  divides  the  con- 
sequences of  a  mischievous  Act  into  two  parts,  (a)  the 
primary  or  original  mischief  sust^ned  by  individuals,  and 
(6)  the  secondary  or  derivative  mischief,  which  extends 
itself  over  the  whole  community.    He  alleges  "  that  it  is  in 
"vain  to  talk  of  the  interests  of  the  community  without 
"  understanding  what  is  the  interest  of  the  individual."  In 
some  cases,  no  determinate  person  may  be  injured,  bnt  ilxe 
State  deems  it  needful  to  interfere  because  the  act  is  anti- 
social, while  in  other  instances  the  mischief  of  an  act  affects 
the  individual  directly,  and  touches  the  community  only 
remotely.   That  inaolveo^^^^gg^^i^iQ^^O^^fal  is 
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obvious,  but  it  is  equally  clear  tbat  the  ioterest  of  creditors 
is  tbat  which  is  primarily  affected  by  it,  and  whicb,  there- 
fore, calls  first  for  consideration.  If,  concurrently,  it  is 
practicabte  for  the  State  to  subserve  the  wider  or  more 
general  interests  of  the  community,  there  is  not  only  no 
reason  aguost  it,  but  every  reason  why  it  should  be 
attempted.  To  what  extent,  however,  interference  is  justifi- 
able, which  may  result  in  loss  and  delay  to  a  particular 
section  of  the  community,  in  order  to  eflect  some  more  or 
less  donbtfal  benefit  to  the  community  at  large,  is  a  debat- 
able question. 

Subject  (o  ^ch  reform  as  is  necessary  to  streDRthen  its 
weak  points,  the  present  method  of  perraitling  creditors  to 
arrange  with  their  debtors  privately  if  they  wish,  and,  if 
they  do  not.  to  call  in  the  aid  of  statutory  procedure,  is  a 
reasonable  working  airangoment,  and  any  attempt  materially 
10  modify  its  conveniences  is  not  likely  to  be  regarded 
Tavourably  by  the  commercial  public.  Perhaps  it  belongs 
to  our  racial  and  traditional  instinct  of  freedom  that  creditors 
resent  an  unvarying  application  of  the  inelastic  and  restrun- 
ing  methods  of  ofiBcial  administration,  which  tends  always, 
and  everywhere,  to  become  slow  and  expensive  and  bureau- 
cratic. They  feel,  rightly  or  wrongly,  that  their  personal 
interest  in  insoK-ency  administration  is  more  direct,  and  of 
more  real  importance,  than  the  regulation  by  the  State  of 
commercial  morality.  However  desirable  the  latter  may  be 
as  an  abstract  ideal,  the  concrete  loss  affects  them  more 
intimately,  and  they  feel,  very  naturally,  that  the  State 
bfaonld  content  itself  with  providing  machinery  which  it 
^wnld  be  left  for  them  to  set  in  motion,  or  that,  alterna- 
tively and  apart  altogether  from  the  realisation  and  distribu- 
tion of  assets,  any  injuries  done  to  the  community  should 
be  punished  at  the  instance  and  expense  of  the  public.  In 
other  words,  creditors  claim  what  has  been  defined  by  an 
.Vmerican  Judge  as  "  the  right  to  be  let  alone." 

Intemts  Involved. 

1  have  had  occwon  previously  to  point  out  tbat,  in  dealing 
with  the  subject  of  insolvency,  three  interests  arise  tot 
consideration,  (i)  the  right  of  creditors,  who  are  the  direct 
and  immediate  losers,  to  secure  a  speedy  and  economical 
administration  of  their  debtors'  estates,  and  to  be  provided 
with  some  legal  machinery,  by  means  of  which  they  may 
compass  the  pnnishment  of  wrong-doing  on  the  part  of  their 
debtors,  (2)  the  necessity  lor  providing  a  sanctuary  to  which 
iniolvents  may  resort  when  being  subjected  to  legal  pressure 
from  which  they  cannot  otherwise  escape,  and  (3)  the 
postulated  right  of  the  State  to  intervene  where  the  private 
coodnct  of  insolvents  has  offended  agdnsi  public  morality. 
The  main  difficulty  in  all  bankruptcy  legislation  up  to 
DOW  has  been  in  deciding  the  order  of  priority  in  which 
these  interests  shall  be  considered.  It  is  not  that  creditors 
are  r^axdless  of  the  consequences  to  themselves  and  to  the 
awmmiity  of  recklessness  and  criminality  in  their  debtors. 


or  that  the  Slate  is  unmindful  of  the  financial  results  to 
creditors,  but  that,  in  order  of  importance,  each  seels  to 
invert  the  conception  of  the  other,  and,  as  a  result,  we  have 
had  constantly  repeated  the  alternation  of  policies  indicated 
by  successive  Bankruptcy  Acts. 

Principles  of  the  Prerious  Act. 

The  tendency  of  the  Act  of  i86g,  as  you  all  know,  was  in 
the  direction  of  permitting  creditors,  as  the  [arsons 
most  interested,  to  be  the  judges  of  their  debtors'  condnct. 
That  Act  admittedly  gave  rise  to  grave  abuses  and  to  con- 
siderable laxity  on  the  part  of  creditors,  but  the  principle  on 
which  it  was  grounded,  viz.,  tliat  the  interest  of  the  particular 
body  of  creditors  upon  each  estate  came  first,  and  the  com- 
munal interest  second — important  always,  but  still  second — 
would  appear  to  have  been  sound,  and  it  is  a  matter  for 
regret  tbat,  when  fresh  legislation  was  embarked  upon  in 
18S3,  no  attempt  was  made  to  retain  the  broad  outline  of  that 
Act  whilst  amending  its  acknowledged  defects.  The  initial 
procednre  under  that  measure,  in  cases  of  liquidation  by 
arrangement,  was  more  rapid  than  the  obtaining  of  a 
receiving  order  under  the  present  Act,  and  if  the  scale  of 
legal  charges  liad  been  revised,  a  proper  system  of  audit  of 
trustees'  accounts  and  a  check  upon  their  fees  instituted,  and 
steps  taken  to  prevent  theimpropergivingand  use  of  proxies, 
there  was  no  reason  why  the  1869  Act,  thus  amended,  should 
not  have  been  a  useful  and  profitable  measure.  For  it  must 
be  remembered  that,  side  by  side  with  the  old  procedure  for 
private  arrangement  by  direct  bargain  between  debtors  and 
creditors,  there  also  existed  the  more  drastic  bankruptcy 
system  for  dealing  with  debtors  and  their  estates  where 
creditord  were  nut  content  to  settle  privately, 
PtiMciplei  oj  Prtsent  Act, 

Under  the  Act  of  1883,  however,  the  basis  of  l^islation 
was  changed,  and  the  State  agiun  took  on  the  duty  of  dealing 
with  the  conduct  of  debtors  in  all  matters  coming  before  the 
Courts.  Even  then,  however,  it  was  onlycontemplated  that 
this  should  be  subordinated  to  the  establishment  of  competent 
administrative  machinery,  to  gather  in  and  distribute  the 
bankrupt's  assets.  According  to  Mr.  Chamberlain,  who,  as 
the  then  President  of  the  Board  of  Trade,  initiated  the 
measure,  the  two  main  objects  of  the  Act  were  "First, 
"the  honest  administration  of  bankrupt  estates;  and, 
*'wfuif(Uv,  following  the  idea  that  prevention  is  better  than 
"  cure,  to  do  something  to  improve  the  general  tone  of  com- 
*'  mercial  morality.  In  other  words,  as  far  as  possible  to 
"  protect  the  salvage,  and  diminish  the  number  of  wrecks." 
But  in  the  course  of  the  administration  and  amendment  of 
bankruptcy  procedure,  we  have  gone  further  than  this,  and 
are  tending  gradually  to  make  the  matter  of  the  debtor's 
conduct,  and  the  extent  of  his  wrong-doing,  the  test  of  the 
creditor's  rights.  Said  the  Inspector-General,  in  one  of  his 
annual  reports,  "  Where  the  debtor  has  b^  guilty  of  mis- 
"  conduct,  or  where  there  si^^^^^^^^  ^P^^O^  P^'ch 
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"  require  independent  investigation,  it  is  not  consistent  with 
"  tiie  principles  on  which  the  bankruptcy  law  is  founded, 
"  that  a  majority  of  the  creditors  should  have  the  power  of 
"  hushing  matters  up."  And  again,  in  i8gi,,"  a  distinctive 
"  feature  of  the  Bankruptcy  Act,  1883,  is  that  it  treats  the 
"  conduct  of  the  debtor  as  a  matter  of  public  concern,  which 
"  may  not  be  condoned  either  by  the  private  friendship  or 
"personal  interest  of  his  creditors."  But  if  that  procedure 
results  in  loss  or  prejudice  to  creditors,  as  it  frequently  does, 
and  unless  the  corresponding  benefit  to  the  commonity  at 
large  can  be  shown  to  be  of  equal  or  greater  value,  and  to 
stand  out  clearly  and  unmistakably,  which  it  does  not,  it  is 
open  to  question  whether  "  the  principles  on  which  the 
bankruptcy  law  Is  founded  "  are  principles  of  real  utility  or 
the  converse. 

Comparison  0/  Methods. 

Under  the  Act  of  i86g,  creditors  might  compound  with 
their  debtor  as  they  would,  or  liquidate  bis  estate  without 
official  intervention,  or  make  him  bankrupt  as  now.  By  the 
Act  of  1890  this  freedom  of  choice  is  denied  them.  They 
are  actually  prevented  from  accepting  any  less  composition 
than  7s.  6d.  in  the  £,  unless  the  arranging  debtor  is  guiltless 
of  all  such  offences  as  would,  in  case  of  bankruptcy,  operate 
to  cause  the  refusal  or  suspension  of  his  dischai^e.  And, 
inasmnch  as  there  is  probably  not  i  per  cent,  of  debtors  who 
are  in  that  direction  free  of  offence  (for  in  fifteen  years  in 
only  four  cases  out  of  about  65,000  have  compositions  of  less 
than  7s.  6d.  in  the  £  been  sanctioned  by  the  Courts  under 
this  provision),  this  means  tliat,  although  creditors  may  be 
offered  twice  as  much  as  they  can  look  to  receive  from  a 
forced  realisation  of  the  assets,  and  though  the  bankruptcy 
of  their  debtors  spells  loss  to  them  in  any  case,  they  are 
further  penalised  for  their  debtors'  wrong-doing.  And  it  is 
the  feeling  of  the  inequity  of  this  which  resulted,  after  the 
passii^  of  the  1883  Act,  in  creditors  and  debtors  seeking  to 
come  to  terms  outside  the  provisions  of  the  bankruptcy  law, 
and  pro  tanto  to  revive  the  permissive  portions  of  the  Act 
which  it  had  repealed. 

Needed  Se/orms  in  Bankruptcy. 

Twenty-two  years'  experienM  of  the  present  Act,  and 
eighteen  years  of  the  Deeds  of  Arrangement  Act,  go  to  prove 
that  some  reform  is  called  for  in  both  methods  of  procedure. 
Each  has  its  own  special  features  and  advaot^es,  and  any 
attempt  to  assimilate  the  two  methods  will,  as  I  hope  to 
show,  be  likely  to  result  in  drawbacks,  for  which  there  is  no 
certain  adequate  compensation.  On  the  one  hand  is  the 
severer  and  more  costly  scheme,  and  on  the  other  the 
cheaper,  and,  if  you  will,  more  lenient  plan.  To  make 
bankruptcy  readily  available  in  those  cases  to  which  it  is 
more  particularly  suited,  it  is  necessary  that  there  should  be 
a  reduction  in  its  cost,  and  a  quickening  of  its  methods. 
Nothing  could  be  be  more  likely  than  this  to  result  in  the 
attainment  of  that  great  desideratum  of  insolvency  adminis- 


tration, viz.,  that  in  all  cases  of  wrong-doing  reference 
should  be  had  to  the  Court  for  investigation  and  penalty ; 
but  that  where  public  interests  are  not  seriously  affected,  the 
immediate  sufferers  should  be  left  free  to  do  as  they  will. 
Lord  Westbury,  the  eminent  Judge,  deemed  it  desirable 
"  to  render  bankruptcy  as  facile  and  cheap  as  politicians 
and  philanthropists  desire  to  make  food  and  light  and  air," 
and  if  it  is  to  be  of  real  benefit,  it  certainly  should  be 
possible  readily  and  cheaply  to  avail  of  it. 

If  this  form  of  procedure  is  called  for  on  grounds  of  public 
policy,  the  question  of  making  it  pay  ought  surely  to  be  the 
last  consideration.  As  a  rule,  the  worse  ihe  estate  the 
more  the  need  for  bankruptcy,  and  to  require  from  a 
petitioning  creditor  a  £5  stamp  on  his  petition,  and  a  £5 
deposit  to  the  Official  Receiver  (and  particularly  so  where 
debtors  have  wilfully  and  recklessly  dissipated  all  their 
assets),  frequently  deters  creditors  from  taking  desirable 
proceedings.  So  also  the  cost  of  an  official  shorthand  note 
in  the  majority  of  cases  could  be  dispensed  with.  The 
Official  Receiver,  as  a  general  rule,  knows  in  advance  which 
are  the  colourless  cases,  and  need  only  take  a  note  in  the 
others.  The  period  between  the  filing  and  hearing  of  the 
petition  also  requires  to  be  reduced.  At  present  it  happens, 
not  Infrequently,  that  a  creditor  knows  that  his  debtor  ia 
wasting  his  estate,  and  can  do  nothing  to  prevent  it.  One 
reason  for  this  lies  in  the  necessity  for  providing  that 
unprincipled  persons  may  not  unduly  rush  forward  pro- 
ceedings.  But  the  establishment  of  proper  safeguards  to 
prevent  this  is  surely  not  beyond  the  wit  of  our  l^slatora. 
Similarly,  when  once  the  receiving  order  is  made,  there  is 
no  real  necessity  to  delay  the  holding  of  the  meeting  of 
creditors.  The  act  fixes  the  time  of  meeting— "  as  soon  as 
may  be  after  the  making  of  the  receiving  order  " — but  this 
is  modified  in  the  Schedule  by  imposing  a  limit  of  fourteen 
days  (inclusive  of  seven  days'  notice)  whicb,  in  too  many 
cases,  is  adopted  as  the  standard.  The  reason  for  this  is 
that  the  Official  Receiver  endeavours,  with  the  notice  of 
meeting,  to  send  out  a  copy  summary  of  the  statement  of 
affairs.  But  the  issue  of  this  statement  might  in  each  case 
be  dispensed  with  for  the  time  being,  and  a  list  of  creditors 
required  from  the  debtor  within  forty-eight  hours,  and  a 
meeting  summoned  within  seven  days  after  the  receiving 
order,  when,  doubtless,  it  would  be  possible  to  snkmit  the 
complete  accounts. 

Bankntpt's  Discharge. 
The  second  clause  of  the  terms  of  reference  to  the 
Committee  deals  with  the  subject  of  the  debtor's  discharge, 
and  seeks  to  elicit  opinions  on  the  question  whether  it 
should  be  made  more  stringent,  or  otherwise  altered  or 
modified.  In  the  quaint  phrase  of  Blackstone,  "To  the 
"  misfortunes  of  debtors  the  law  has  given  a  compassionate 
'*  remedy,  but  denied  it  to  their  faults^  It  is  obviously 
desirable  that  a  broad  d^^|!^^^^^^^^)|^^|^^ned 
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between  misfortuoe  and  miaconduct.  The  principle,  bow- 
ever,  that  one  wbo  has  been  irretrievably  mined  sbould  be 
released  from  his  debts,  is  a  first  principle  of  humanity,  and 
nnce  it  has  been  possible  to  follow  the  operations  of  the 
present  Act,  doubts  have  sprung  up,  in  more  than  one 
important  direction,  as  to  tbe  wisdom  and  advantage  of  the 
present  method  of  withholding  a  bankrupt's  discharge.  It  is 
felt  that  if  a  debtor  is  guilty  of  offence,  he  should  by  all 
means  be  punished,  but  that  the  punishment  should  be  swift 
and  sharp,  not  Ungeringr,  and  that  where  there  is  no  reasonable 
prospect  of  a  debtor  discharging  his  liabilities,  hir  position  as 
a  member  of  society  sbould  be  redeemed  as  soon  as  may  be. 
To  make  an  insolvent  legally  incapable  of  acquiring  or  holding 
property  is  to  treat  him  as  a  social  outlaw,  and  that  is  neither 
good  for  him  nor  for  society.  Nor  does  the  present  system 
deal  out  even-handed  justice.  We  punish  one  man  with 
months  or  years  of  commercial  disability  for  having  com- 
mitted some  offence  within  four  months  of  his  bankruptcy, 
and  let  him  go  unpunished  for  the  same  offence,  or,  worse, 
whose  wrong  was  committed  earlier. 

There  are,  as  nearly  as  can  be  estimated,  at  the  present 
moment  50,000  undischarged  bankrupts  in  this  country,  and 
yet  for  the  year  ended  31st  December  1904  (the  last  year  for 
which  statistics  bave  been  issued)  the  total  liabilities  for  all 
iDsdveoctes  were  greater  than  they  have  been  for  any  one  of 
the  ten  previous  years — so  that,  instead  of  all  this  suspension 
of  discharge  effecting  any  serious  and  cumulative  improve- 
ment, matters  are  pretty  much  as  they  were. 

Necessity  for  Amtndmatt. 
In  any  case,  however,  in  the  interests  of  the  public,  either 
bankrupts  must  be  discharged  much  more  quickly  than  at 
IHesent.  or  the  right  of  a  trustee  in  a  subsequent  bankruptcy 
to  take  possession  of  after-acquired  properly  to  tbe  exclusion 
of  new  creditors  must  be  repealed.  No  effective  method  exists 
of  acquainting  the  commercial  public  of  the  whereabouts 
and  trading  title  of  undischarged  bankrupts,  nor  would  it  be 
practicable  to  devise  one  which  would  not  be  either  too  costly 
or  fraught  with  almost  as  many  dangers  as  it  is  designed 
to  care.  If  bankrupts  are  to  be  kept  undischarged,  their 
possibilities  for  mlechief  should  be  reduced  to  a  minimum. 
Thus,  if  each  of  tbem  was  compelled,  under  penalty  of 
imprisonment,  when  again  starting  business  to  state  dearly 
upon  every  document  issued  by  him  and  connected,  even 
remotely,  with  the  obtaining  of  credit,  that  be  was  an  un- 
discharged bankrupt,  then  creditors  would  have  full  notice  ; 
and  if,  in  the  absence  of  such  written  notice,  a  debtor  obtained 
any  credit  wkaUver  without  announcing  his  condition,  he 
should  be  similarly  punished.  I  bave  never  been  able  to 
understand  why  tbe  law  sbould  permit  an  undischarged 
bankrupt  to  obtain  credit  up  to  ^19  19s.  with  impunity,  and 
subject  him  to  legal  penalties  if  he  makes  it  £20.  The 
pciodple  should  surely  go  to  the  root  of  the  whole  matter, 
sud  if  tliese  men  are  to  move  about  in  ^e  community  like 


commercial  l^wrs,  the  law  which  leaves  them  in  this 
condition  should  compel  them  to  give  public  notice  tbat  they 
are  unclean. 

Seeing,  therefore,  tbat  tbe  advant^es  of  keeping  a  debtor 
undischai^ed  are  not  very  obvious,  and  his  capadty  for 
mischief  is  so  familiar,  I  lean  to  the  conviction  that  there 
should  be  a  periodic  consideration  of  all  cases,  say,  half- 
yearly,  and  an  effort  made,  as  soon  as  may  be,  to  rehabilitate 
the  debtors  as  responsible  citizens.  Only  an  average  of 
abont  15  per  cent,  of  bankrupts  apply  for  their  discharge 
each  year,  and  it  is  to  be  presumed  that  of  the  remaining  85 
per  cent,  some  feel  no  inconvenience  from  their  undischarged 
condition  (in  which  case  the  withholding  of  it  is  ineffective), 
whilst  others  are  driven  by  necessity  to  all  kinds  of  subter- 
fuges, which  result  in  still  further  loss  to  the  community. 
Extension  of  Punttivi  Powers. 

In  addition,  it  would,  in  my  view,  be  useful  to  clothe  the 
Judges  having  iKUikniptcy  jurisdiction  with  powers  10  punish 
summarily,  by  imprisonment,  those  who  are  proved  to  bave 
committed  such  offences  as  would,  under  the  present  Act, 
disentitle  a  bankrupt  to  his  discharge.  Particularly  should 
this  apply  to  the  omission  to  keep  such  records  of  trading  as 
would  enable  accurate  accounts  to  be  prepared.  However 
roughly  they  may  be  k^t,  it  should  be  imposed  upon  every 
person  seeking  credit  to  make  a  complete  record  of  all 
receipts  and  payments  of  cash,  all  goods  bought  (invoices 
being  preserved),  all  goods  sold,  and  a  detailed  inventory  of 
stock  at  least  once  a  jrear.  I  am  satisfied  that  substantial 
fraud  frequently  lies  behind  the  non-keeping  of  books,  and  if 
the  bankruptcy  Judges  were  armed  with  plenary  powers  to 
infiict  imprisonment  for  the  omission,  the  result  would,  I  feel 
sure,  prove  both  interesting  and  profitable.  A  bankrupt  at 
present  may  be  imprisoned  for  the  concealment  of  assets,  and 
it  is  not  unreasonable  to  ask  for  similar  penalties  for  a 
neglect  which  makes  concealment  abundantly  possible. 

In  France  losses  by  gambling,  either  in  stocks  or  goods,  or 
otherwise,  excessive  personal  or  household  expenses,  and  the 
omission  to  keep  books,  or  the  irr^lar  keqnag  of  them,  are 
punished  imprisonment,  and  somewhat  similar  provisions 
occur  in  the  German  commerdal  code.  A  modification  of 
this  principle  adapted  to  our  freer  conditions  would  be  bene- 
ficial, and  if  such  punishment  were  made  largely  to  take  the 
place  of  the  withholding  of  a  bankrupt's  discharge,  it  would 
not  be  open  to  the  present  objection  that  the  punishment, 
whilst  administering  discipline  to  offenders,  also  leaves  tbe 
community  open  to  serious  injury. 

Registration  of  Mortgagis,  &<. 
Another  subject  calling  for  consideration  is  the  question 
whether  it  should  not  be  a  requirement  that  all  hire-purchase 
agreements,  all  mortgages  of  real  estate,  all  loans  of  cash 
to  a  trader  for  purposes  of  his  business,  or  which  claim  to 
rank  against  his  buainess  assets,  and,  perhi^,  all  assignments 
of  book  debts  should  not  ^gn^i^jWivat^J^Ue^abKnce  of 
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publicity  in  such  transactions  tends  to  invest  the  debtor  with 
a  show  of  wealth  which  he  does  not,  in  fact,  possess.  It 
may  be  that  such  pabltcation,  in  certain  special  cases,  woald 
create  hardships,  hot,  in  the  main,  would  lead  to  a  much 
more  accurate  estimation  of  the  position  of  every  person 
seeking  credit,  and  thus  advance  the  public  good. 

Private  Arrangmnts. 
It  is,  perhaps,  more  in  connection  with  private  arrange- 
ments, however,  than  in  any  other  direction,  that  the  trading 
public  will  be  interested  to  learn  the  findings  of  the 
Committee  ;  because,  though  creditors  value,  upon  occasion, 
the  facilities  which  the  Bankruptcy  Act  affords  them  for 
dealing  with  cases  of  criminal  recklessness,  they  look  upon 
the  method  of  private  arrangement  as  a  place  apart,  into 
which  they  may  retire  with  their  more  honest  debtor,  and 
adjust  their  differances  with  mutual  advantage  and  without 
the  intrusion  of  official  cariosity.  The  terms  in  which  this 
subject  is  referred  for  conuderation  to  the  Committee  are 
as  follows : — 

"Whether  the  provisions  of  the  law  relating  to  volun- 
tary arrangements  and  compositions  by  insolvent  debtors 
and  their  creditors  should  be  amended,  90  as  to  place 
the  debtor  and  the  trustee  under  any  such  arrangement 
or  composition,  and  the  terms  and  conditions  of  the 
arrangement  or  composition,  more  under  control,  and 
provide  for  official  audits  of  the  trustee's  accounts  and 
official  control  over  the  assets  in  his  hands." 
At  the  present  time  the  law  permits  a  discretion  both  to 
debtors  and  creditors,  inasmuch  as  neither  need,  of  necessity, 
petition  the  Court  in  bankruptcy,  and,  provided  they  can 
come  to  an  understanding  outside,  the  official  attitude  has 
hitherto  been  one  of  passive  assent,  subject  to  the  require- 
ment of  certain  conditions  for  statistical  and  other  purposes. 
Official  View  0/  Prtvatt  Arrangtrntnts. 
In  its  first  report  00  the  Act  of  1883,  the  Board  of  Trade 
enunciated  the  view  that  the  bankruptcy  laws  were  originaJIy 
introduced   "for  the  relief  of  insolvent  debtors,"  and 
expressed  the  ofunion  that  "  where  the  necessary  relief  can  be 
' '  obtained  by  mutual  arrangement,  there  seems  to  be  no  reason 
**  why  the  ajd  of  these  laws  should  not  be  dispensed  with." 
In  iSgi,  having  then  had  seven  years'  experience  of  the  dual 
method,  the  then  Inspector-Generat,  in  his  annual  report  for 
the  previous  year,  wrote  thus :  "  Many  critics  of  the  Dank- 
<'  ruptcy  Act  appear  to  consider  that  the  best  test  of  its 
"  efficiency  is  to  be  found  in  the  extent  to  which  it  succeeds 
"  in  bringing  within  its  influence  all  the  failures  throughout 
'  >  the  country.    I  do  not  think  that  that  view  is  well-founded. 
"On  the  contrary,  I  believe  that  these  two  methods  of 
'*  administration  ought  to  be  regarded  as  complementary  of 
"each  other."   This  exactly  reflects  the  view  of  the  large 
majority  of  traders  throughout  the  country,  as  well  as  of 
the  legal  and  accountancy  professions,  whose  clients  the 
creditors  are. 


Thtir  HainUiumu  Dtsitvble. 

AxsA,  with  proper  safeguards  for  the  preveation  of  abuseb. 
there  does  not  appear  to  be  any  valid  reason  why  this 
comlnnation  of  methods  should  not  continue.  Either  private 
arrangements  reflect  the  wishes  of  creditors,  or  they  do  not : 
and  the  fact  that  nearly  4,000  estates  are  so  dealt  with 
annually,  with  gross  liabilities  approximating  five  millions 
sterling  and  assets  of  two-and-a-half  millions,  is  some  evi- 
dence that  they  do  so,  and  unless  the  State  is  prepared  to 
say  that  the  desires  of  creditors  in  relation  to  insolvent 
estates  are  to  be  disregarded,  or,  at  least,  subordinated,  to 
the  coosideration  of  laches  in  conduct,  Hib  amplest  facilities 
ought  to  be  continued  to  creditors  of  arranging  privately 
with  their  debtors. 

A  pseudo-sanction  was  given  to  private  arrangements  on 
the  passing  of  the  Deeds  of  Arrangement  Act,  1887,  and  later 
by  the  provisions  of  Section  25  of  the  Bankruptcy  Act,  1890, 
and,  in  view  of  the  serious  personal  interests  involved, 
creditors  are  entitled  to  look  to  the  Legislature  to  make 
provision  that  this  method  sfaall,  without  being  hemmed  in 
and  hampered  by  a  mass  of  official  machinery,  be  made  as 
efficient  as  possible. 

Moral  Egtct  of  Bankruptcy  on  sifcA  ArrangemtHts. 

The  estimated  ultimate  loss  to  creditors  on  an  average  of 
8e\-enteen  years  is,  under  bankruptcy  procedure,  81  per  cent, 
of  the  total  liabilities,  and  under  private  arrangements 
66  per  cent.,  and  I  have  little  hesitation  in  saying  that  the 
difference  of  15  per  cent,  is  largely  a  contribution  oSered  by 
the  debtors,  or  their  friends,  to  secure  immunity  from  the 
publicity  and  contumely  of  the  Bankruptcy  Conrt.  for  to 
be  made  bankrupt  still  has  a  stigma  attached  to  it,  to  avoid 
which— quite  apart  from  conduct — debtors  or  their  friends 
are  willing  to  make  special  sacrifices. 

An  official  claim  is  even  put  forward  by  the  Board  of 
Trade  in  the  same  direction,  in  the  statement  that,  "  In 
"  considering  the  effect  of  the  Bankruptcy  Act,  1883,  and 
"  the  benefits  conferred  upon  the  trading  community,  the 
"  indirect  influence  exercised  by  it  upon  arrangements  made 
"  outside  its  provisions  must  not  be  forgotten."  It  must 
also  be  remembered  that,  in  addition  to  this  moral  effect 
which  bankruptcy  possesses,  in  enforcing,  under  private 
arrangements,  better  compositions  than  would  otherwise 
obtain,  the  percentage  of  estimated  assets  realised  under 
deeds  of  assignment  is  much  larger  than  in  bankruptcy 
(igoo  Kepm-t,  p.  15),  whilst  the  percentage  of  costs  is  con- 
siderably less. 

ProbMe  Rtsult  0/  Alteration, 
But  once  remove  the  boundary  which  divides  the  two 
methods  of  procedure,  and  bring  all  estates  and  all  debtors, 
whatever  their  nature  and  condition,  and  regardless  of  the 
wishes  of  creditors,  within  the  purview  of  the  Official 
Receiver,  and  bankruptcy  not  only  loses  much  of  its 
importance  as  a  restrainin^f^^ijw^Jygt  ^^^^n|^hicli 
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npreseats  to  creditors  an  average  contribution  of  nearly 
three  quarters  of  a  million  sterling  per  annum)  will  almost 
inevitably  disappear.  And  though  it  may  be  urged  that 
(here  will  be  a  compensating  advantage  to  the  natto-i,  it  is 
even  then  very  much  like  cutting  a  piece  off  the  bottom  of 
a  blanket  and  stitching  it  on  to  the  top.  The  Board  of 
Trade  may  say,  of  coume,  that  there  is,  des{Hte  this,  some- 
thing illc^ical  and  anomalous  in  the  fact  that  an  inoffensive 
debtor,  who  has  been  thrust  into  bankruptcy,  should  be 
punished  by  the  suspension  of  his  discharge  for  some  minor 
offence,  whilst  another  debtor,  equally  or  more  blame- 
worthy,  should,  by  the  payment  of  a  private  composition 
or  the  cession  of  his  assets  under  a  deed,  go  free.  Surety 
not  less  illogical,  however,  is  tbe  fact  that  in  bankruptcy 
the  more  offending  debtor  may  buy  his  discharge  by  the 
payment  of  7s.  6d.  in  the  £,  whilst  the  less  offending  one, 
who  is  able  only  to  raise  7s.  4d.  in  the  £,  should  have  it 
refused.  It  is  not  in  connection  with  insolvency  alone  that 
the  roan  "who  steals  a  goose  from  off  the  common  "  at 
times  comes  worse  off  than  he  "  who  steals  the  common 
off  the  goose."  But,  after  all,  is  not  the  law  full  of 
anomalia,  and  has  not  logic  often  to  give  place  to  motives 
of  prudence  and  expediency,  without  any  real  harm 
resulting  ? 

Svggisled  Improvments. 
What,  then,  are  the  directions  in  which  reform  should  be 
attempted,  in  order  to  render  this  very  desirable  method  of 
procedure  by  private  arrangement  as  free  as  possible  from 
objectionable  features,  whilst  retaining  for  creditors  the 
right  to  control  their  own  affdrs.  It  almost  always  happens, 
where  there  are  difficulties  in  dealing  with  onerous  covenants 
nnder  leaseholds  or  contracts,  or  where  a  debtor  has  traded 
recklessly  or  fraudulently,  or  his  transactions  have  been  such 
as  to  cause  general  dissatisfaction,  that  recourse  is  had  to  the 
Cooit.  But  when  a  debtor's  faults  have  merely  been  those  of 
incompetence  or  lack  of  capital,  the  incurring  of  bad  debts, 
illness  or  unavoidaUe  misfortune,  and  some  blame  also 
attaches  within  their  own  knowledge  to  creditors  for  a 
certain  slackness  in  the  granting  of  credit,  no  sound  reason 
exists  for  setting  in  motion  the  machinery  of  bankruptcy 
prooedQTe,  or  for  bringing  such  estates  under  more  official 
control  than  at  present.   To  safeguard,  however,  the  rights 
of  both  debtors  and  creditors,  certain  amendments  are 
necessaxy  in  the  status  quo,  and  these  are  principally  con- 
cerned with : — 

The  Audit  of  Trustees'  Accounts. 
Securing  of  Assets  by  a  Trustee's Tideltty  Bond. 
The  Appointment  of  the  Trustee  by  Creditors. 
The  Binding  of  Dissident  Minorities. 

Ani^t  of  Accomts. 
No  accountant  or  other  trustee  of  repute  can  have  any 
pCMBible  objection  to  the  careful  scrutiny  of  his  accounts. 
He  it  dealing  with  the  fands  of  his  ctstui  qtu  trusts,  and  it  is 


as  much  to  his  own  advantage  as  to  that  of  those  whom  he 
serves  that  someone  representative  of  their  interest  shall 
certify  that  he  has  dealt  with  the  funds  honestly,  and  in 
accordance  with  the  terms  of  the  deed  from  which  he 
derives  his  authority.  Probably  the  roost  convenient 
method  would  be  that  this  audit  should  be  conducted  by 
a  committee  of  the  creditors,  whose  certificate  should  be 
appended  to  tbe  annual  account  lodged  with  tbe  Board  of 
Trade,  under  the  terms  of  the  Deeds  of  Arrangement  Act. 
Where  no  committee  is  appointed,  the  accounts  could  be 
submitted  to  a  meeting  of  the  creditors,  convened  by  the 
trustee,  and  similarly  certified  by  the  churman  of  that 
meeting.  The  advantage  of  this  method  would  be,  that  the 
persons  so  examining  tbe  accounts  would  be  in  touch  with 
the  details  of  the  estate  as  it  existed  at  the  time  of  the  first 
meeting.  But  if  no  committee  were  appointed,  or  if  a 
prescribed  quorum  did  not  attend  the  final  meeting,  then 
the  accounts  might  be  referred  to  the  Board  of  Trade  for 
audit. 

Fidelity  Bonds. 

The  loss  resulting  to  creditors  from  the  dishonesty  of 
unfaithful  trustees  is  more  serious  than  is  generally 
suspected,-  and,  although  the  vast  majority  of  trustees  are 
happily  ol  unimpeachable  honesty,  it  is  necessary  to  I^is- 
late  as  a  protection  against  the  few  who  are  not,  and,  as  it  is 
impossible  to  diflerenttate,  security  should  be  required  from 
every  trustee  under  a  deed  to  the  extent  of  the  value  of  the 
assets  shown  in  the  statement  of  affairs.  This  bond  could 
be  given  to  a  nominee  appointed  by  the  creditors,  or,  in  the 
alternative,  to  the  Board  of  Trade,  as  in  bankruptcy. 
Inasmuch,  as  in  bankruptcy,  this  course  saves  the  creditors 
from  loss  by  default  of  the  trustee,  it  would  not  appear  that 
any  other  official  control  is  called  for,  provided  that  upon 
the  close  of  each  estate  any  unclaimed  dividends  or  undis- 
tributed balances  are  pud  over  to  the  Board  of  Trade. 

Appointment  of  Trustee. 
One  of  the  main  causes  of  dissatisfaction,  in  connection 
with  deeds  of  arrangement,  is  that  creditors  lack  the  right, 
as  in  bankruptcy,  of  appointing  tbdr  own  trustees.  An 
assignment  being  a  voluntary  surrender  of  assets,  it  happens, 
not  infrequently,  that  such  a  deed  is  executed  in  advance  of 
the  creditors  b^g  consulted.  Sometimes,  owing  to  legal 
proceedings  putting  the  assets  in  danger,  this  step  is  taken 
as  a  reasonable  protection  from  ntecution,  pending  a  meet- 
ing of  creditors  being  convened ;  in  many  cases,  however, 
the  deed  is  executed  without  any  necessity  existing  for  the 
protection  of  the  assets,  and  mainly  with  the  clear  intention 
on  the  part  of  the  debtor's  solidtor,  and  his  iaccountant 
nominee,  of  retaining  in  their  bands  the  conduct  of  the 
winding-up.  I  need  scarcely  say  that,  as  a  rule,  solicitors 
and  accountants  who  resort  to  this  method  are  the  least 
desirable  of  their  kind.    T^e^^  tnujl^  u^^^^~^w;ji^dge 


436 


THE   ACCOUNTANT  October  13,  1906. 


that  tbe  only  means  of  dispossessing  tbe  trustee,  and  avoid- 
ing the  deed,  is  by  the  filing  of  a  bankruptcy  petition,  and 
that  in  many  estates  creditors  are  very  averse  from  doing 
this. 

But,  inasmuch  as  in  almost  every  instance  where  a 
deed  is  taken  tbe  estate  is  insolvent  and  all  the  assets 
belong  to  the  creditois,  it  is  obviously  unfair  that 
thoagh  they  pay  the  piper  they  may  not  call  the  tune, 
and  certainly  some  remedy  is  called  for  ig  this 
direction.  Where  an  accountant  of  repute  is  already  con- 
cerned in  a  matter,  it  is  not  the  rule  that  creditors 
tend  to  remove  him ;  and  where  he  is  not  reputable — as 
sometimes  happens — there  is  every  reason  why  they  should 
have  the  power  to  do  so.  I  would  suggest,  thereforCj  that 
no  deed  should  be  permitted  to  be  registered,  unless,  in  an 
affidavit  by  the  debtor  or  his  solicitor,  it  is  deposed  that 
a  meeting  of  all  the  creditors,  whose  names  are  set  out  in 
the  debtor's  affidavit,  has  been  convened  and  held  at  a 
convenient  time  and  place  at  not  less  than  three  days' 
notice,  and  that  at  such  meeting  a  majority  of  the  creditors, 
or  their  representatives,  resolved  that  tbe  person  named  in 
the  affidavit  was,  by  a  majority  in  value  of  those  voting, 
appointed  trustee.  And  where  the  person  so  .appointed 
differs  from  tbe  person  named  in  any  deed  already  executed, 
the  person  appointed  by  the  creditors  shall,  upon  registration 
of  the  deed,  become  it  facto  trustee  under  such  deed  in  place 
of  tbe  trustee  named  in  tbe  deed.  I  recognise  tbe  possibility 
of  the  creation  of  bogus  claims  for  this  purpose,  but  the 
ordinary  provisions  of  the  criminal  law  against  perjury 
would,  I  think,  safeguard  this. 

Dissident  Minorities. 

In  the  report  of  tbe  Inspector-General  for  1888  it  is  stated 
that  "  there  is,  on  tbe  part  of  a  very  considerable  and 
•'  influential  section  of  the  commercial  community,  a  strong 
"desire  to  maintain  and  extend  tbe  existing  facilities  for 
"carrying  out  private  arrangements";  and  further  on  the 
opinion  is  expressed  that,  "  It  is  undoubtedly  a  hardship  on 
"creditors,  when  no  question  of  conduct  is  involved  in  the 
"debtor's  failure,  and  when  the  majority  of  them  are 
"  satisfied  that  his  assets  can  most  efficiently  be  realised  by 
"  a  particular  method  of  procedure,  that  they  should  be 
"  prevented  from  carrying  out  their  wishes  by  the  action  of 
*'  a  single  creditor  ....  there  is  an  equal  hardship  in 
"excluding  even  a  single  creditor  from  a  share  in  the 
"  deliberations,  and  from  the  exercise  of  a  reasonable 
"  influence  in  determining  the  procedure  to  be  adopted." 

I  extract  this  quotation  because  it  deals  with  a  growing 
evil  in  connection  with  private  arrangements,  to  which 
attention  should  be  directed  by  the  Legislature  in  any 
amendment  of  tbe  law  affecting  such  arrangements.  I  am 
at  a  loss  to  understand,  however,  why  in  the  official  view  it 
should  be  regarded  as  a  hardship  that  a  creditor  under  a 
deed  should  be  compelled  to  fall  in  with  the  wishes  of 


creditors  representing,  perhs^ts,  in  the  aggregate  five  hundred 
times  the  amount  of  his  claim,  upon  a  matter  in  which  their 
ums  and  interests  are,  or  should  be,  practically  identical. 
Tbe  test  of  majorities  (which  has  been  defined  as  the 
doctrine  of  "  counting  beads  to  save  tbe  trouble  of  breaking 
them  "),  however  imperfect  it  may  be,  is  the  best  method 
which  BO  far  the  ingenuity  of  man  has  been  able  to  devise 
for  deciding  and  carrying  into  effect  differences  of  opinion. 
The  whole  system  of  representative  Government  is  carried 
on  upon  the  same  basis.  In  bankruptcy  itself  there  is  no 
conservation  of  the  rights  of  minorities.  The  majority  elects 
its  own  trustee  and  committee  of  inspection,  and  accepts  or 
rejects  a  scheme  of  arrangement,  regardless  of  any  opinions 
to  the  contrary  which  tbe  minority  may  bold. 

But  even  if,  under  private  arrangements,  the  somewhat 
unfair  power  vested  in  minorities  by  the  Bankruptcy  Act 
were  only  wisely  and  honestly  used.  It  would  not  be  open  to 
such  serious  objection.  As  it  is,  however,  in  view  of  the 
fact  that  deeds  of  arrangement  and  notices  of  suspension  are 
made  acts  of  bankruptcy  upon  which  a  single  creditor  for 
/50,  or  a  combination  of  creditors  for  that  amount,  may 
overturn  any  private  arrangement,  however  beneficial,  and 
quite  regardless  of  the  fact  that  "  no  question  of  conduct  is 
involved,"  the  provisions  of  the  Bankruptcy  Act  in  that 
regard  are  being  daily  used  by  minorities  toextort  preferences 
for  themselves,  in  contravention  of  the  spirit  of  the  very 
Act  of  Parliament  which  enables  them  to  do  it.  Their  usual 
method  is  to  "  lie  low"  until  a  large  majority  of  the  creditors 
has  assented  to  an  arrangement,  and  until  the  trustee  has 
done  a  connderable  amount  of  work  and  incurred  the 
responsibility  of  being  treated  as  a  "  trespasser"  if  bank- 
ruptcy proceedings  ensue,  and  then  to  issue  from  their 
retirement,  and  by  threats  of  bankruptcy  or  the  actual  filing 
of  a  petition,  to  induce,  if  possible,  the  buying  off  of  their 
opposition. ' 

It  is  not,  by  any  means,  that  these  particular  creditors 
are  more  moral  than  the  rest,  or  that,  from  the  stem  motive 
of  inquiring  into  the  debtor's  conduct,  they  are  determined 
to  invoke  the  aid  of  the  law.  In  the  majority  of  cases  in 
which  creditors'  petitions  are  filed,  with  a  deed  or  notice  of 
suspension  as  the  act  of  bankruptcy  (and  I  speak  with  some 
knowledge  and  with  a  due  appreciation  of  the  gravity  of  my 
language),  the  attitude  of  tbe  petitioner  is  not  that  of  the 
high-minded  citizen  seeking  a  statutory  redress  for  his 
grievance,  but  that  of  a  sordid  calculating  buccaneer  on 
the  hunt  for  spoil,  and  who  cares  not  who  sinks,  so  only  he 
may  swim. 

The  knowledge  of  such  methods  by  the  Courts  is  shown 
by  recent  appeal  deci»ons.  In  one  instance  tbe  receiving 
order  was  refused,  on  tbe  ground  that  although  the  pro- 
ceedings had  been  issued  within  the  requisite  three  months, 
they  had  been  so  delayed  as  to  imply  eitber  tacit  assent  to 
the  deed,  or.  at  least,  not  ^^^i  «  JK!!'©ef»e!*5?l*e  " 
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would  have  been  iadicated  by  the  taking  of  immediate 
proceedings.  In  another  case  relief  was  refused,  for  the 
reason  that  the  creditor  had  bluntly  offered  to  sell  his  right 
to  present  a  petition  for  a  sum  in  excess  of  the  amonnt  to  be 
received  by  the  other  creditors.  It  is  true  that  these  decisions 
effect  some  remedy,  but  they  do  not  eradicate  the  disease — 
a  slight  readjustment  of  boundaries  only  being  necessary  to 
evade  tbem.  If,  therefore,  private  arrangements  are  to 
endure  and  to  be  rendered  as  free  from  cormption  as  may 
be,  the  State,  whilst  taking  care  of  the  conduct  of  debtors  in 
the  interests  of  the  commuotty,  should  surely  have  equal 
regard  to  the  conduct  of  creditors  which  offends  against  the 
common  good. 

Svg^sttd  Rmedits. 

The  most  eETective  plan  would  be  to  make  the  assent  of  a 
lar:ge  majority  of  the  creditors  upon  each  estate  bind  the 
assent  of  the  remaindeTf  leaving  out  of  the  calculation  claims 
due  to  relatives  of  the  debtor.  There  would  surely  be  no 
tyranny  or  hardship,  for  instance,  in  the  dednon  of  a 
majority  of  five-sixths  binding  the  remaining  one-sixth. 
Alternatively,  the  duration  of  a  deed  or  notice  of  suspension, 
as  an  act  of  bankruptcy,  might  be  Umited  to  one  month. 
This  would  be  an  advantage  in  any  case,  in  view  of  the 
fir-reaching  effect  of  the  very  recent  decision  in  Ponsford 
Bttktr  S-  Co.  V.  The  Union  0/  London  and  Smiths  Bank,  Lim, 
Thongh  this  finding,  perhaps,  does  not  extend  the  effect  of 
previous  decisions  in  reference  to  the  doctrine  of  "  relation 
back,"  it  emphasises,  in  a  most  disquieting  manner,  the 
fact  that  a  trustee  under  a  deed,  in  view  of  its  being  an  act 
of  bankruptcy,  cannot  enforce  payment  for  a  period  of  three 
months  of  any  debt  doe  to  the  estate,  and  that  it  nay, 
daring  that  period,  be  a  sufficient  plea,  in  bar  of  any  pro- 
ceedings he  may  institute,  that  he  has  a  defeasible  title. 

A  third  method  of  dealing  with  dissentients  would  be  to 
allow  the  trustee  and  creditors  to  appear  on  the  bearirg  of 
a  petition,  and  demur  to  the  making  of  a  receiving  order, 
which  the  Judge  should  have  power  to  refuse,  unless  the 
petitioner  were  prepared  to  ptove  that  to  administer  the 
estate  under  the  deed  already  executed  was  not  in  the 
general  interests  of  the  creditors,  or  was  against  public 
policy. 

ConelusiOH. 

With  such  amendments  of  the  law  as  I  have  indicated 
carried  into  effect,  a  long  step  will  have  been  taken  towards 
remedying  some  of  the  defects  which  experience  has  shown 
are  inherent  in  our  present  methods.  The  establishment  of 
a  really  perfect  system  of  insolvency  administration  has  not 
yet  been  attained  by  any  nation  in  the  civilised  world  ;  and, 
however  judiciously  devised  it  may  be,  it  will  be  unwise  to 
expect  too  much  from  ours,  even  when  the  most  recently 
contemplated  alterations  have  been  effected.  At  best,  they 
can  be  only  a  palliative  and  never  a  cure,  and  the  surest 
remedy  and  chief  protection  of  creditors  vnll  always  lie,  not 


in  Acts  of  Parliament,  but  in  the  exercise  by  themselves  of 
prudence  and  caution  in  the  granting  of  credit.  (Applause.) 


Mr.  Arthur  E.  Green  (London) :  Mr.  President  and 
gentlemen,  the  resolution  that  I  have  to  move  reaJs  as 
follows: — "That  the  Society  of  Accountants  and  Auditors 
*'  (Incorporated  1885),  in  conference  assembled,  expresses  Its 
"opinion  that,  both  in  the  interest  of  the  trading  community 
"  and  pf  the  accountancy  profession,  it  is  desirable  that  in 
"  any  amendment  of  the  insolvency  laws,  provision  should 
"  be  made  by  which,  under  deeds  of  arrangement,  a  majority 
"  of  creditors,  representing  three-fourths  of  the  total  Habili- 
"  ties  upon  any  estate,  should  bind  the  assent  to  the 
"  arrangement  of  the  remaining  one>fourth,  and  that,  in 
"addition  to  an  audit  of  the  accounts  of  trustees  under  such 
"arrangements,  security  should  be  required  from  all  such 
*'  trustees  in  like  manner  as  In  bankruptcy."  Sucharesoln- 
tionas  that  put  to  such  a  meetingas  this  would,  if  we  simply 
contented  ourselves  with  the  satisfaction  of  passing  it, 
require  not  a  word  of  comment ;  I  am  sure  it  would  be  passed 
unanimously,  but  as  I  think  the  proceedings  of  to-day  are 
those  of  a  body  of  experts  having  special  knowledge  of  the 
matter  we  are  discussii^,  these  words  will,  I  am  sure,  go 
further  outside  and  tend  to  confirm  a  growing  opinion  that 
there  must  be  amendments  enabling  creditors  more  readily 
to  arrange  with  their  debtors  without  the  intervention  of 
officialism.  I  think,  therefore,  I  must  put  one  or  two  ct^nt 
arguments  together  in  order  that  we  may  justify  the  passing 
of  this  resolution,  not  to  ourselves,  but  to  outsiders.  Mr. 
Price,  in  his  excellent  paper,  has  undoubtedly  given  you  a 
large  number  of  arguments,  and  perhaps  I  have  only  to 
emphasise  some  few,  and  if  I  can  add  one  or  two  I  shall  be 
very  glad.  The  Act  of  1883,  I  tbink  we  will  agree,  was 
considered  to  abolish  private  arrangements,  and  was  intended, 
if  possible,  to  force  all  arrangements  between  debtors 
and  creditors  into  the  Court  of  Bankruptcy.  (Hear,  hear.) 
But  legislation,  especially  if  it  is  a  preventative  of  what  we 
may  call  the  rights  of  the  public  and  against  public  opinion, 
invariably  fails.  (Hear,  hear.)  So  in  this  case.  After  the 
very  short  interval  oi  four  years  the  Legislature,  and  the 
officials  of  the  Bankruptcy  Court  who  arranged  that  Act, 
were  bound  to  confess  their  failure ;  they  were  bound  to 
ask  for  powers  for  registering  deeds.  In  other  words,  deeds 
had  arisen  directly  the  Act  was  [)assed,  and  in  four  years 
they  became  such  a  powerful  means  of  arrangement  that 
the  Courts  were  bound  in  some  way  or  another  to  acknow- 
ledge them  in  order  to  get  the  statistics  tfaey  require.  Now 
it  is  very  clear,  and  hardly  needs  our  confirmation,  that  the 
public  will  have  some  means  of  arranging  privately.  For  evi- 
dence of  that,  you  only  require  to  go  to  the  report  of  the 
Inspector-General  in  Bankruptcy,  who  tells  you  that  there  are 
over  4,000  deeds  of  amusement,  against  only  4,500  receiving 
orders.  You  must  bear  in  mind  that  receiviagOTders  ate  often 
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obtained  against  the  wish  of  the  body  of  creditors,  so  that  if 
we  coald  only  find  out  the  number  of  receiving  orders 
qbtained  in  that  way,  and  add  them  to  the  private  arrange- 
ments, we  should  find  probably  that  they  would  be  greater 
than  the  receiving  orders.  Then,  again,  when  the  Eissets 
are  of  any  magnitude  the  creditors  are  desirous  of  conserving 
them,  and  the  result  is  that  the  average  estate  dealt  with 
under  deeds  of  arrangement  is  greater  than  those  under 
receiving  orders.  Now,  onr  resolution,  rightly  think, 
puts  the  interest  of  the  trading  community  first.  And  I 
think  we  all  here  admit  that  that  does  come  before  the 
interests  of  the  accountancy  profession.  But  in  putting 
my  argumoits  to  yon  I  propose  to  reverse  the  order 
and  treat  of  the  inconvenience  to  the  trustee,  because 
he  is  the  first  to  feel  it,  and  I  think  it  is  better  also 
that  we  should  go  from  the  lesser  to  the  greater  rather 
than  from  the  greater  to  the  lesser.  The  /50  limit 
which  Mr.  Price  has  alluded  to  is  too  small,  and  it  does  give 
the  opportunity  for  creditors,  or  one  creditor,  or  a  combina- 
tion of  small  creditors,  to  upset  the  arrangements  which  are 
desired  by  the  majority.  We  have  heard  lately  that  minorities 
roust  suffier.  Well,  we  will  accept  for  the  present  that 
dictum,  but  it  seems  unfair  that  the  majority  should  suffer  as 
against  the  minority.  (Hear,  hear.)  Now,  this  facility 
enables  one  class  of  creditor  in  particular  to  enforce  either 
its  preference  or  its  wishes  upon  the  creditors.  I  am  alluding 
now  to  money-lenders.  In  nine  cases  out  of  ten  if  you 
have  money-lenders  as  creditors  you  may  as  well  put  the 
thing  into  bankruptcy  at  once,  because  they  have  the 
object  of  forcing  bankruptcy  as  a  deterrent  to  the  weak- 
minded  customers  they  have,  a  deterrent — in  other  words, 
to  the  other  customers,  or  they  are  not  averse  to  a  little 
preference  if  they  can  get  it,  We  have  yet  another 
difBcuIty  before  our  barque,  the  estate,  can  be  steered  into 
safety.  We  have  a  class  of  person  who,  perhafKt,  I  may 
somewhat  euphemistically  term  the  creditor's  representative. 
We  all  know  him.  He  comes  to  the  meeting  and  insists  that 
unless  something  or  other  is  done  his  client  will  be  advised 
to  go  into  bankruptcy.  It  is  not  a  new  thing,  because  Mr. 
Bank  art,  of  Lncester,  as  long  ago  as  1899,  writing  to 
the  papers,  mentioned  one  who  insisted  that  he  would 
recommend  bankruptcy  unless  he  was  paid  one-third  of  the 
commission  to  be  earned  by  the  trustee  under  the  deed. 
The  consequences  to  the  trustee^  of  course,  are  very 
serious.  He  may  be  tnated  as  a  trespasser,  and  he  may 
be  required  to  put  back  the  estate  into  the  position 
that  he  found  it.  It  is  true  that  be  is  not  often  compelled 
nowadays  without  some  just  cause,  but  the  law  is  on  the  side 
of  the  Official  Receiver  if  he  requires  it,  and  in  times  gone 
by  he  has  required  it ;  he  has  refused  alt  payments  by  the 
trustee,  and  created  sometimes  great  hardships.  I  think 
they  are  a  little  more  enlightened  now,  but  still  there  is  the 
dai^er.   Or  the  trustee  under  the  deed,  as  yon  are  aware. 


may  be  treated  as  an  agent  of  the  Official  Receiver  or  new 
trustee,  and  advantage  taken  of  his  acts,  even  to  the  extent 
of  taking  commission  upon  the  realisation  which  he.  the 
dispossessed  trustee,  has  made.  That  seems  to  me  a  very 
unfair  thing.  The  consequences  to  creditors  are  even 
more  serious,  fur  during  the  three  months  that  the  trustrf 
under  the  original  deed  is  mntiing,  his  hands  are  tied ;  he 
cannot  work  with  freedom  ;  he  cannot  realise  very  often  as 
he  would  want,  and  the  creditors,  therefore,  do  suffer  from 
the  insecurity  of  his  tenure.  He  may  be  compelled, 
perhaps,  where  be  has  a  creditor  threatening,  to  sell  by 
auction  where  otherwise  he  would  sell  privately.  I  know  of 
one  instance  in  my  own  little  experien<»  where,  having  com- 
menced proceedings,  a  creditor  representing  one  of  these 
so-called  trade  societies  informed  me  he  had  clients  who 
were  going  to  pat  a  petition  on  the  file.  It  happened  to  t>e  a 
very  small  matter,  and  I  said  "Very  well,  go  on."  The 
result  was  that  the  creditors  got  nothing.  Another 
evil  which  results  from  it  is  that  the  trustee 
presumably  chosen  by  the  body  of  trade  creditors,  who  best 
knows  how  that  deed  can  be  dealt  with — that  trustee  th^  are 
□ot  able  to  re-elect  again  in  a  bankruptcy.  Now,  all  these 
consequences  may  flow  from  the  itl-doings  of  ill-considered 
people,  but  I  think  they  are  particularly  hard  when  they 
flow  from  the  action  of  two  welt-paid  Judges,  as  they  did 
recently.  Yon  perhaps  rememt>er  the  case  of  Briiuiley, 
where  the  R^istrar,  a  comparatively  ptx>rly-paid  official, 
refused  the  receiving  order.  That  case  was  taken,  and 
according  to  the  law  as  it  stood  and  as  it  stands  to-day  that 
Registrar  was  perfectly  right.  The  Divisional  Court  dealt 
with  the  case,  and,  to  everybody's  astonishment,  decided 
tliat  the  receiving  order  should  go,  and  during  that  month 
or  two  our  friends  had  a  very  high  time  of  it.  I  know  of 
more  tlian  one  instance  where  blackmail  was  paid,  which 
would  not  have  been  paid  by  friends  of  the  debtors  if  the 
law  bad  been  allowed  to  stand  as  it  was  ultimately  restored 
by  the  Court  Appeal.  Those  are,  shortly,  the  evils  from 
which  we  have  to  suffer.  The  remedy,  I  think,  is  shown  in 
this  resolution — the  principal  remedy,  t^ecause  there  are 
other  remedies  which  Mr.  Price  has  mentioned  in  his  paper, 
and  which,  if  my  resolution  were  at  all  enlarged,  I  should 
be  very  glad  to  deal  with,  but  I  refrain  and  stick,  like  the 
cobbler,  to  the  last,  which  is  my  resolution.  With  regard  to 
tbe  majority  binding  the  minority  you  will  see  that  my 
resolution  somewhat  differs  on  the  question  of  quantity.  I 
think  Mr.  Price  will  allow  me  to  say  that  we  are  agreed  In 
principle,  hut  we  are  not  agreed  in  detail  as  to  whether  the 
majority  to  bind  the  minority  should  be  five-sixths  or  three- 
fourths.  I  tiave  heard  various  quantities  put  forMrard  in  this 
way,  and  I  have  often  wondered  where  tliey  came  from.  I 
do  feel  that  in  my  suggestion  of  three-fourths  I  am  acting 
on  precedent.    (Hear,  hear.)    We  have  three-fourths  in 

company  law;  we  have  three-fourthr^  &  njecial  nsolu- 
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turn  in  baokraptcy :  wa  have  tba  ordinary  minority,  of 
coQise,  for  an  ordinary  resolution,  but  treating  this  as  a 
special  subject  requiring  the  same  majority  as  a  special 
resolution  we  only  need  add  the  words  '*  a  majority  in 
number,  or  thtee-fonrths  majority  in  valne,"  and  we  get 
exactly  the  special  resclntion.   Psrhi^M  that  was  in  my 
mind  when  the  words  "three-fourths"  -were  put  in  the 
resolutioD,  and  I  venture  to  think  that  Mr.  Price,  if  he 
perhaps  thought  that  we  might   get  the  thFee-fonrths 
majority,  would  not  be  averse  to  it.   It  has  been  said  some- 
times in  arguments  on  this  matter,  '*  Oh,  but  is  not  it  unfair 
"  to  cat  out  the  last  creditor,  who  may  be  badly  treated,  and 
"  who  won't  put  a  petition  on  the  file  ?  "    Well,  one  person 
must  be  the  last  creditor,  and  I  do  not  know  why  that 
creditor,  who,  perhaps,  onght  to  have  known  better  than  to 
give  credit  in  such  insecure  circumstances,  ought  to  have 
any  preference  or  better  rights  than  the  other  creditors, 
who,  perhaps,  have  sent  their  goods  or  whatever  they  may 
have  supplied  him  with,  when  the  debtor  was  in  a  better 
position.   Now  I  will  deal  shortly  with  the  question  of 
audit.   On  this  question  I  agree  with  Mr.  Price  that  we 
should,  as  far  as  possible,  eliminate  officialism  from  the 
deeds,  and  that  we  should  be  content  with  an  audit  by  the 
committee  of  inspection  or  sufficiently  large  oeditors 
to  say  tbey  have  a  stake  in  the  concern.   I,  perhaps, 
have  the  honour  of   working   for  a  trade  where  we 
really  do  have   efficient  committees  of   inspection.  1 
know  you  do  not  always  get  them.     But  then  comes 
the  last,  and  I  think  the  only  resort  we  should  have  to 
officialiun.   1  think  accounts  should  be  audited  privately  if 
possible,  but,  if  not,  by  officials;  audited  they  must  be. 
Then,  with  regard  to  the  bonds,  I  think  that  again  t»-ings  us 
bsu:k  to  the  question  of  audit.    I  think  none  of  us  vrould 
disagrsB  with  giving  bonds  to  ^ther  members  of  a  committee 
of  inflection  to  the  largest  creditor,  or,  in  the  last  resmt, 
to  the  Court  of  Bankruptcy.    I  think  it  would  have  this 
effect,  that  the  guaranteeing  societies  would  themselves 
insist  upon  an  efficient  audit  and  periodical  accounts.  I 
think,  therefore,  those  two  things  will  combine  to  produce 
a  better  state  of  affiurs.   Now,  we  are  not  here  as  accoun- 
tants grinding  our  own  axes,  because  these  same  demands 
have  been  made  by  the  commercial  community.  Those 
who  may  he  interested  in  Chambers  of  Commerce  will 
know  that  all  over  the  country,  wherever  Chambers  of 
Comoierce  have  meetings,  and  very  often  at  their  annual 
meetings,  you  will  see  resolutions  passed  practically  recom- 
mending exactly  what  we  are  recommending  to-day,  and 
soiitetiinet.evttn  more  tiringent  r^nlations  than  these.  1 
have  just  taken  the  names  of  some  few  towns  which  have 
Tcoeotly  passed  resolmions  of  this  nature.   I  find  Bolton, 
Hall,  Leicester,  Luton,  Nottingham,  and  Reading  have 
all  put  down  resolutions  upon  this  same  sabject,  embodying 
what  weaxe  asking  to<lay.   I  therefore  would  ask  you  to  pass 


this  rasulutitm  In  justice  to  tlie  trustees,  for  the  benefit  of 
the  creditors,  and  becaase,  in  recommending  that,  we  are 
complying  with  what  we  believe  to  be  a  public  demand. 
(Applause.) 

Mr.  E.  W.  E.  Blandford  (London) :  Mr.  Preddent  and 
gentlemen,  I  suppose  it  is  almost  too  obvions  a  truism  to 
numtion  that  if  there  were  no  creditors  there  would  be  no 
accountants,  and  because  of  that  the  interest  of  creditors 
should  be  entirely  the  interest  of  accountants,  and  from 
that  point  of  view  I  think  wa  should  address  ourselves  to 
the  consideration  of  this  question.  We  have  not  ourselves 
to  think  of  in  the  slightest  degree  in  the  winding-up  of 
estates ;  we  have  to  think  primarily  of  the  result  to  be 
obtained  for  those  persons  who  send  us  to  manage  insol- 
vent estates,  and  It  is  quite  certain  that  better  results  are 
often  obtauned — I  won't  say  always — by  a  private  adminis- 
tration of  an  estate  than  by  an  administration  under  the 
Bankruptcy  Act.  No  less  an  authority  than  Lord  Justice 
Vaughan  Williams  said  some  time  ago :  "  I  have  thoroughly 
"  satisfied  myself  that  there  are  many  cases  in  which  the 
"  administrations  are  of  such  a  character  that  Official 
"Receivers,  however  able  and  zealous  they  may  be,  are 
"  not  the  most  appropriate  and  fitting  persons  to  act, 
"  Official  Receivers  cannot,  in  the  nature  of  things,  perform 
"  thdr  duties  nearly  so  vkAI  as  a  commercial  liquidator  can 
"do."  I  suppose  Lord  Justice  Vaughan  Williams,  at  the 
time  he  was  at  the  head  of  the  Bankruptcy  Court — or  in 
charge  of  bankruptcy,  to  put  it  more  correctly — was  the 
ablest  bankruptcy  Judge  of  recent  years,  and  any  opinion 
of  his  ts  cert^nly  worth  considering.  Now,  creditcws 
themselves  are  disdnctly  in  favour,  as  Mr.  Green  has 
pointed  out,  of  private  arrangements,  and,  as  a  fact,  in 
certain  trades — I  believe  in  that  with  which  Mr.  Green  is 
connected,  and  certainly  in  that  with  which  I  am  connected 
— arrangements  altogether  outside  either  bankruptoy  or  the 
Deeds  of  Arrangement  Act  do  exist  to  a  very  lac^e  extent. 
To  creditors  the  advantages,  of  course,  are  very  obvious, 
inasmuch  as  distributions  can  be  made  at  once  if  all  creditors 
agree  to  £all  in  with  any  particular  scheme  of  composi- 
tion. I  am  quite  certain  that  creditors  would  avail 
themselves  of  the  Deeds  of  Arrangement  Act  if  it  were 
possible  to  bind  any  dissident  minority  which  might  exist. 
There  are  many  cases  in  which  a  oompositfon  of  5s.  in  the;^ 
is  qnite  a  sufficient  amount  to  expect  an  estate  to  pay,  and, 
in  cases  where  it  is  so,  creditors  are  often  willing  to  accept  it 
if  they  can  obtain  it  quickly.  Tbey  therefore  resort  to  a 
private  arrangement  of  the  debtor's  affairs,  even  sometimes 
to  the  extent  of  winding  up  an  estate — realising  it,  so  long 
as  it  realises  an  agreed  amount.  But  the  minority  of  one — 
generally  of  one,  for  my  experience  is  that  creditors  do  not. 
as  a  rule,  combine  to  put  petitions  on  the  file  ;  it  is  generally 
one  creditor  who  does  it— can  very  often  prevent  a  very  large 
number  of  creditors  obtatnin{|jui^am^t^fii^^^|:^n- 
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selves  would  be  perfectly  willing  to  accept,  and  which  it  is 
perfectly  fair,  in  the  opinion  of  the  accountant  in  charge  of 
the  matter  and  represeoting  the  interest  of  creditors,  they 
should  accept  in  discharge  of  the  liability  of  the  debtor.  I 
have  known  several  cases  lately  in  which  one  creditor  has 
prevented  considerable  sums  of  money  from  coming  to  the 
other  creditors  in  the  same  trade  by  the  assertion  of  the  right 
of  the  minority — where  in  every  case  the  matter  would  have 
gone  through,  and  where,  as  a  result,  no  one  has  received 
anything,  because  thwe  are  many  cases  in  which  tlure  is 
nothing  to  be  gained  by  making  a  man  bankrupt.  Take,  for 
instance,  the  case  which  X  often  meet  with — I  am  speaking 
of  the  millers'  and  bakers'  trades — in  which  a  man's  lease  is 
mor^aged  for  a  considerable  sum  of  money.  The  liquid 
assets  very  often  are  almost  nil ;  there  is  very  little  stock ; 
there  are  a  few  book  debts,  and  the  principal  asset  is  the 
value  of  the  goodwill  as  attached  to  the  lease.  In  a  case  of 
that  sort  the  mortgagee  can.  in  bankruptcy,  enter  into 
possesion  and  can  continue  the  debtor  in  the  shop,  and  he 
can  go  on  trading,  in  spite  of  his  being  in  bankruptcy,  as 
manager  for  the  mortgagee.  In  a  case  of  that  sort  if  a 
rdative  of  the  debtor  should  come  forward  and  offer  to  pay 
a  composition,  say  of  7s.  6d.,  or  even  of  5s.,  in  the  £  to  the 
creditors,  and  the  large  majority  of  them  are  willing  to  acxept 
it,  snrely  there  ought  to  be  a  power  to  Irind  a  small 
minority  to  compel  them  to  accept  that  composition, 
because,  ia  the  event  of  bankruptcy,  no  one  creditor 
would  obtain  a  penny.  That  that  is  the  opinion  of  that 
particular  trade  is  instanced  by  the  fact  that  at  the  Incor- 
porated National  Association  of  British  and  Irish  Millers  a 
unanimous  resolution  was  passed  almost  in  the  terms  of  the 
resolution  which  I  am  seconding  to-day :  "  That  deeds  of 
"  arrangement  shall  be  made  legal,  and  that  the  resolutions 
"accepted  by  creditors  representing  75  per  cent,  of  the 
"  unsecured  liabilities  shall  be  Innding  on  all  creditors."  I 
was  present  when  that  was  unanimously  passed  by  the 
Association  of  Millers,  and  it  is  certainly  the  opinion  of  that 
trade.  I  am  pleased  to  say  the  President  will  be  with  us  as 
our  guest  to-night,  and  I  fac^  I  shall  be  able  to  encourage 
him  by  telling  him  that  this  resolution  has  been  passed 
unanimously  to-day.  I  do  not  know  that  I  can  add  very 
much  to  what  has  already  been  so  ably  said  by  Mr.  Price  and 
Mr.  Green,  but  I  do  hope  that  in  all  these  cases  we  shall 
cordially  suppOTt  the  other  two  clauses  of  the  resolution, 
namely,  that  there  should  be  aaauditofall  tma  tees'  accounts, 
and  I  daresay  it  is  your  practice,  as  it  baa  been  mine,  in  cases 
where  there  is  no  committee  of  inspection  to  always  have 
an  audit  by  inviting  the  principal  creditors  to  attend  for 
that  purpose.  I  do  not  think  I  remember  a  case  since  I 
have  been  in  practice  in  which  I  have  sent  out  accounts 
which  have  not  been  audited  by  someone  in  connection 
with  the  estate,  even  if  there  has  been  no  committee  of 
inqMctloD  :  and,  of  course,  as  our  interests  are  those  of  our 


clients,  we  cannot  possibly  have  any  objection  to  the  fullest 
investigation  of  all  that  we  do.  (Hear,  bear.)  Then, 
again,  as  to  the  giving  of  security.  That  is  a  matter  which 
would  not  be  the  least  trouble  to  any  one  of  us,  and  if  it 
removed  any  objections  in  the  minds  of  oflBcicdbm  to  further 
legislation  in  respect  of  deeds  of  arrangement,  I  for  one— and 
I  am  sure  you  will  agree  with  me— would  be  heartily  glad  to 
give  any  security  that  might  be  required.  The  fetcitities  for 
the  giving  of  sectu:ity  now  are  so  very  simple  that  there  can 
be  no  objection  <m  the  part  of  accountants.  This  reeolntion 
is  primarily  in  the  interests  of  the  trading  commonity  at 
large,  and  therefore  should  be  passed  by  us  most  heartily. 
(Applause.) 

The  President :  The  resolution  is  now  c^n  for  discussion . 
As  it  arises  Out  of  Mr.  Price's  p^wr,  I  shall  not  rule  anyone 
out  of  order  who  discusses  the  paper  as  weU. 

Mr.  C.  F.  Sharp  (Birmingham) :  I  think  that  in  connection 
with  deeds  of  arrangement  all  solicitors*  costs  should  be 
taxed.  At  the  present  time  they  are  not  taxed,  and  I  am 
sure  it  would  be  eminently  satisfactory  if  the  creditors  knew 
that  the  costs  of  solicitors  wne  taxed. 

Mr.  H.  R.  Sibson  (LAodon) :  Mr.  President  and  gentlemen, 
seeing  that  bankruptcy  makes  many  debtors  as  a  profession 
and  the  making  of  deeds  of  arrangement  a  fine  art,  and  that 
of  late  years  the  tendency  has  been  to  take  estates  out  of  the 
hands  01  accountants  and  place  them  in  the  hands  of 
officials   of   the   Court  to   realise,   I    should    like  to 
give  one  example  of  the  method  in  which  these  estates 
are   realised   for  the  benefit    of   creditors   under  the 
present  system.    The  assets  were  aboat  /600,  and  the 
realisation — I  am  going  to  state  it  roughly — amounted  to 
1^599  19s-  ii|d.    There  was  only  one  reason  that  impelled 
me  to  intervene  in  this  discussion,  viz.,  the  question  of  bind- 
ing the  minority  of  creditors  by  a  certain  percentage — 71; 
per  cent,  or  three-fourths  of  the  other  creditors  of  the 
estate.    It  does  not  appear  to  me,  though  I  may  be 
wrong,    that    the    resolution    moved    by    Mr.  Green 
sufficiently  safeguards  the  interests  of  the  trade  creditors  as 
opposed  to  the  relatives  of  the  debtors  and  a  few  interested 
persons,  as  Is  suggested  in  this  paper  which  has  been 
read  to  us  by  Mr.  Price.    He  refers  to  the  question  of 
the  relatives  of  the  debtors,  leaving  out  of  the  calculation 
claims  due  to  the  relatives  of  the  debtors.    I  am  open  to 
correction,  but  I  do  not  know  whether  this  resolution 
sufficiently  saf^ards  that  point.  Would  it  be  possible  or 
practicable  for  an  amendment  to  be  introduced  into  it,  that 
this  majority  should  consist  of  three-fourths  of  the  io«t  fide 
trade  creditors  ?  That  is  a  point  I  would  like  to  press  upon 
the  meeting.  As  drawn,  the  resolution  would  almost  leave 
it  in  the  hands  of  a  three-fourths  majority  of  any  creditors 
of  the  estate ;  and  one's  experience  in  dealing  with  matters 
of  this  sort  is  that  very  often  there  are  creditors— interested 
creditors  on  behalf  of  ^e^.^^J>^^l)0){f^^pletely 
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swamp  the  interests  of  the  trade  creditors  in  some  sach 
fesbioQ  as  may  be  easily  imagined.  I  do  not  know  whether 
I  should  be  in  order  in  suggesting  an  amendment  to  the 
effect  that  the  majority  shonld  consist  of  three-foartbs  of  the 
bond  fide  trade  creditors. 

Mr,  Charles  H.  Wilson :  Mr,  President,  it  seems  to  me 
to  be  a  far  cry  from  Greek  mythology  to  bankruptcy  reform. 
From  our  good  friend  Mr.  Price's  acqaaintance  \ritfa  old 
Sisyphean,  and  extending  all  these  years  downward,  I  should 
imagine  that  his  range  of  vision  is  practically  unlimited. 
(Laughter.)  His  paper  is  about  as  argumentative  as  portions 
of  the  New  Testament.  I  am  compelled  to  say  that, 
divested  of  his  well-known  argnmentative  style,  it  is  a 
good  paper,  with  one  exception.  I  do  say  this,  that 
as  to  the  making  of  the  Deeds  of  Arrangement  Act 
subservient  to  the  Bankruptcy  Act  I  do  not  know  under 
what  [MTiociple  of  the  Constitution  it  is  done,  but  it 
does  seem  to  me  to  set  up  a  serious  anomaly.  One 
statute  ought  to  rank  equally  with  another  statute.  1 
commend  that  as  a  point  to  some  of  our  masters  of  l^al  juris- 
prudence. We  are  confronted,  in  connection  with  all  these 
bankruptcy  matters,  with  a  department  that  does  not  pay,^ 
whidi  leads  to,  I  do  not  say  direct  preasnre,  but  I  think 
ttiere  must  be  indirect  pressure  on  officials  to  make  it 
difficult  for  the  Deeds  of  Arrangement  Act  to  run.  I  am 
now  speaking  of  oas's  actual  and  everyday  experience  in 
having  to  deal  with  them.  It  is  very  difficult  indeed  to  get 
them  through  without  obstacles  being  put  in  the  way,  either 
by  the  advice  of  the  Official  Receiver  to  one  particular 
creditor,  or  in  some  such  way.  The  one  creditor  who 
objects  to  a  deed  going  through  in  most  cases,  I  venture  to 
say,  acts  upon  a  principle  or  upon  a  notion  which  is  entuvly 
wrong — namely,  that  of  revenge— and  it  ought  not  to  be 
possible  that  one  man,  in  a  spirit  of  revenge,  should  proceed 
to  wreck  the  iat^ests  of  all  the  rest  of  the  creditors.  (Hear, 
hear.)  I  will  just  give  you  a  case  of  how  the  operation  of 
the  bankruptcy  laws  at  the  present  time,  or  their  adminis- 
tration, acts  adversely  to  deeds  of  arrangement,  or,  I  should 
rather  say,  to  the  appointment  of  trustees.  This  very  delay 
between  the  filing  of  a  petition  and  the  calling  of  a  meeting 
in  nun7  cases  enables  entire  estates  to  be  realised,  because 
whatever  difficulties  yon  may  have  in  enibrcing  your  demands 
for  book  debts  in  three  mouths,  that  does  not  apply  to  the 
Official  Receiver,  who  is  not  long  in  applying  for  any  moneys 
that  may  be  doe  to  the  estate.  Now,  is  this  question  of 
withboldiDg  a  bankrupt's  discharge  as  real  a  punishment  as 
some  of  us  from  the  debate  appear  to  think  ?  I  say  it  is  not — 
(bear,  hear)^uid  it  is  evaded  by  a  man  trading  in  his  wife's 
nameor  in  the  name  of  some  other  member  of  his  family.  And 
yoa  find  that  certain  men,  even  apart  from  that,  have  been  in- 
vnlved  in  baokmptcy  proceedings  three  or  four  times.  It  does 
lenn  to  me  that,  in  addition  to  that,  the  so-called  protection 
of  creditors  in  punishing  fraudulent  debtors  is  not  eittm  as 


sound  or  as  good  as  it  may  seem  to  be.  Large  numbers  of 
persons  commit  offences  and  they  are  never  brought  to  book ; 
for  some  reason  or  other  the  Official  Receiver  will  not  move 
against  them.  It  may  be  that  there  are  not  the  necessary 
funds  in  connection  with  the  estate,  and  there  is  an  unwil- 
lingness on  the  part  of  the  estate  which  does  not  pay  to  find 
the  necessary  moneys  to  put  him  under  any  degree  of 
punishment.  Now,  I  have  not  heard  anything  said  in  con- 
nection with  anyproposed  alteration,  either  in  connection 
with  baukruptcy  or  deeds  of  arrangement,  as  to  the 
serious  evil  which  exists  at  the  present  time  in  touting 
for  trusteeships.  And  I  do  not  know  that  an  auditor 
appointed  by  creditors  would  not  be  very  much  better 
than  an  audit  by  a  committee.  This  brings  me  to  the 
exception  whicb  I  make  in  the  case  of  Mr.  Price,  who 
yesterday  probably  would  be  heart  and  soul  with  us  in 
objecting  to  a  Local  Government  Board  audit  in  connection 
with  municlpalitlea,  and  to-day  is  almost  prepared  to  swallow 
an  audit  of  these  trade  accounts  by  the  Board  of  Trade, 
another  Government  department.  Now,  I  expect  my  friend 
Mr.  Price  to  be  consistent,  and  I  think  we  ought  to  be 
conastoit.  Whatever  may  be  imposed  upon  us,  it  is  not  for 
us  to  call  for  further  official  and  Governmental  interference, 
and  I  want  to  make  that  point  as  strong  as  I  can  ;  and  I 
think  that  apart  from  that  there  is  not  much  difference  of 
opinion  amongst  us.  Then  with  r^ard  to  the  bond  all  will 
agree,  thoi^h  in  some  cases  bonds  arc  exacted  for  far 
too  laxfce  sums,  which  is  a  direct  cause  of  loss  to  creditors ; 
although  it  does  not  affect  the  trustees  materially,  there 
ought  to  be  some  discretion  used  with  regard  to  that  matter. 
The  other  recommendations  contained  in  the  speech  of  the 
mover  of  the  resolution  I  entirely  agree  with.  I  certainty 
think  that  this  is  a  contribution  to  the  subject  which  will 
have  very  great  weight  with  the  authorities,  who  are  anxious 
to  do  that  which  is  best  for  the  community  as  a  whole.  It 
will  furnish  them,  at  any  rate,  with  some  points  to  enable 
them  to  resist  certain  official  views  which  would  make  it 
impossible,  in  my  opinion,  for  deeds  of  arrangement  to  be 
utilised  at  all. 

Mr.  S.  M.  Hughes  (Wrexham) :  There  is  one  point  Mr. 
Price  mentioned  in  his  paper  about  the  solidtor's  nmninee. 
I  think  there  is  something  to  be  said  for  the  solicitor's 
nominee— that  is  to  say,  for  the  man  on  the  spot — as 
opposed  to  the  people  to  whom  our  ex- President  referred, 
namely,  the  tonters,  the  people  who  come  to  the  meeting 
armed  with  authorities,  bogus  and  otherwise,  and  simply 
capture  the  meeting  by  chmk.  (Hear,  hear.)  Something 
should  be  done  against  this  class  of  people,  who  make  a  fine 
art  of  it  as  soon  as  they  get  a  notice  relating  to  £5  or  53. ; 
there  ought  to  be  some  safeguard  for  the  man  on  the  spot 
and  for  the  solicitor  who  knows  all  the  circumstances  of  the 
estate.  (Hear,  hear.)  Then  there  Q^t  to  be  some 
provision  against  the  trustee's  i  g<mBiMayiwin.Q!Lpetitiooing 
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creditor  showed  me  a  statement  of  siccount  the  other  day, 
and  bis  excuse  for  presenting  a  petition  was  that  there  was 
no  provision  agiunst  trustees'  remaneration.  In  this  case  it 
was  a  Manchester  accountant,  who  had  sold  the  estate  as  a 
going  concern  for  /200.  The  solicitor's  costs  were  /37,  and 
the  trustee's  remuneration  £y).  He  said  that  in  bankruptcy 
that  coald  not  be.  Some  safeguard  or  provision  ought  to  be 
made  for  supervising  costs  of  that  kind.  Then  I  sboald 
like  to  emphasise  the  great  importance  of  a  majority  biodiog 
a  minority.  I  am  in  London  to-day  partly  in  connection 
with  a  case  where  I  am  trustee.  The  assets  are  £t,8oo.  All 
the  trade  creditors  assented.  One  money-lender  who  bad 
been  looking  oat  Uu  a  partner  for  nearly  three  months 
found  one,  £60  being  their  total  claim,  and  the^  put  a 
petition  im  the  file.  My  deed  matured  about  a  fortnight 
^o,  and  they  are  applying  for  substituted  service.  The 
debtor  has  absconded ;  all  the  assets  are  realised  and  ready 
for  distribution,  and  the  only  conceivable  reason  for  a 
petition  is  to  enable  these  unscrupulous  money-lenders  to 
get  their  bill  of  costs.  Their  proposition  now  is  that  they 
will  be  willing  to  be  bought  oS  with  £5  for  thdr  clients  and 
the  payment  of  the  solicitor's  costs. 

Mr.  Harry  Wilson :  Mr.  President  and  gentlemen,  when 
I  saw  the  resolution,  so  devtfly  worded,  in  the  August 
number  of  the  Journal,  and  saw  that  Mr.  Price,  Mr. 
Blandford,  and  Mr.  Green  were  going  to  speak  in  connection 
with  it,  I  did  not  think  there  would  be  anything  further 
to  be  said.  But  there  is  one  point,  so  fiv  as  the  speedies 
have  gone,  that  I  rather  strongly  object  to,  and  that  is  as 
regards  the  person  or  body  to  whom  the  security  is  to  be 
given.  Mr.  C.  H.  Wilson  seems  to  suggest  that  officialism 
would  toa  certun  extent  be  assisted  if  the  bond  were  given  to 
the  Board  of  Trade— (Mr.  C.  H.  Wilson:  «*Tfae  audit")— 
I  know,  as  regards  certain  trades  represented  by  Mr.  Green, 
Mr.  Blandford,  and  various  others,  that  they  get  committees 
of  inspection  who  take  a  real  interest  in  the  administration 
of  the  estates.  I  act  in  a  lot  of  bankruptcies  of  every 
postible  description,  and  in  nine  cases  out  of  ten,  if  the 
creditors  know  you  and  you  have  acted  as  trustee  before, 
it  is  the  greatest  possible  difficulty  to  get  them  to  attend  a 
meeting  to  audit  the  accounts.  I  think  it  is  of  great 
importance  to  the  trustees  that  the  Board  of  Trade  should 
be  the  auditors.  Now,  there  is  one  important  point  I 
want  to  put  forward.  I  have  been  connected  with  bank- 
ruptcy in  one  way  or  another  during  the  last  twenty  years, 
and  one  of  the  first  duties  I  bad  in  an  official  position 
was  to  serve  upon  certain  accountants  that  memorable 
circular  drafted  by  Mr.  Chamberlain  calling  upon  trustees 
under  the  old  Bankruptcy  Act  to  render  accounts.  I 
consider  that  the  firm  action  that  the  late  Inspector- 
General  in  Bankruptcy,  Mr.  Smith,  took  in  regard  to  the 
audit  of  accounts  made  it  possible  for  the  profesdon  to 
get  rid  of  probably  many  of  its  most  andedrable  parties, 


and  I  think  it  is  of  the  greatest  importance  that  the  Board 
of  Trade  should  audit  the  accounts.  So  far  as  officialism 
goes  generally,  I  have  not  had  the  opportunity  of  looking 
at  the  earlier  portion  of  Mr.  Price's  pj^ier,  but  I  was 
hoping  that  he  would  sn^^t  here  to-day  that  officialism 
should  be  set  aside  altt^ther  so  far  as  the  realisation  of  assets 
is  concerned.  I  think  the  Board  would  have  plenty  to  do 
in  connection  with  the  administration  of  bankruptcy  estates 
without  intM-fering  with  the  realisation  of  assets.  It 
seems  a  frivolous  kind  of  thing  that  a  great  depart- 
ment like  the  Board  of  Trade  should  come  into 
competition  with  professional  accountants.  (Hear, 
liear.)  There  are  one  or  two  points  that  X  thought  might  be 
suggested  where  the  offidals  who  are  at  present  employed  in 
realisation  might  render  better  service  than  tfaey  do  at  the 
present  time.  One  point  is  about  the  discharge  of  bankrupts. 
I  think  that  for  a  bankrupt's  discharge  application  should 
be  made  as  a  matter  of  course,  and  it  should  come  on  when 
everybody  has  the  facts  before  him.  At  present  it  comes  on 
years  afterwards,  and  these  men  ha%'enotgot  tbeir  discharge. 
If  you  want  to  find  out  whether  someone  who  is  an  undis- 
charged bankrupt  is  an  honest  man,  you  go  and  search  the 
file  of  proceedings.  In  order  to  form  a  correct  idea  u  to 
whether  that  man's  case  was  a  good  or  bad  one  you  may 
have  to  wade  through  hundreds  of  pages  of  closely  written 
notes  of  bis  public  examination.  If  every  discharge  came  on 
as  a  matter  of  course  and  the  Official  Receiver  bad  to  make 
a  report,  that  is  one  of  the  matters  Vhere,  bo  far  as  London 
is  concerned,  an  enormous  amount  of  work  would  be  put 
upon  the  department.  In  connection  writh  the  granting  of 
discharges  there  is  one  point  which  always  seems  very  funny 
to  me—that  is,  that  the  K^istrars,  except  in  very  special 
circumstances,  will  not  make  an  order  making  a  man  pay 
something  out  of  his  future  earnings.  I  think  it  has  been 
held  in  a  recent  case  that  the  Court  has  no  power  to  make 
an  order  without  the  consent  of  the  debtor.  In  a  number  of 
cases  the  debtor  ought  to  be  compelled  to  pay  something.  I 
have  two  cases  in  mind  at  the  present  time.  One  man  Is  the 
secretary  of  a  company ;  he  earns  ;^6oo  a  year,  and 
his  wife  has  a  private  income  of  £ioo.  He  has  made 
an  arrangement  whereby  he  is  under  a  monthly  notice, 
instead  of  having,  as  he  might  have  bad,  a  three  years* 
agreement.  The  efiect  of  that  is  that  we  cannot  go  to 
the  Court  and  ask  that  man  to  set  aside  a  penny.  Then 
there  is  another  case  where  a  man  is  earning  on  commission 
something  like  £x,ooo  a  year,  but  it  is  impossible,  under  the 
present  regulations,  to  ask  the  Court  for  an  order  com- 
pelliog  him  to  set  aside  something.  Another  point  that  I 
think  should  be  dealt  with,  if  any  alteration  is  made,  is  that 
ihe  public  examination  of  bankrupts  ought  only  to  take  place, 
as  it  does  now  in  companies,  upon  a  special  application  by  the 
Official  ReceivM'.  I  have  had  a  case^^i^cently  where  there 
was  a  burglary,  or  a  supR9^2^»^^4&^^#l^ft>rtl>  ol 
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goods.  Now,  at  the  public  examination  we  were  conironted 
with  the  bankrupt  having  stolen  the  goods  hovelf,  or,  on  the 

other  hand,  we  bad  to  allow  the  matter  to  go.  The  people 
connected  with  the  bui^lary  insurance  company  were 
present  ia  Court  ready  to  take  notes,  and  the  consequence 
was  that  we  coald  not  go  into  the  question.  If  those  exami- 
nations took  place  privately,  as  a  matter  of  course  tbe 
creditors  would  very  often  get  far  more  advantage.  It  would 
give  the  Registrars  opportunities  of  giving  more  time  for 
private  exmninations  under  Section  27,  which  are  extremely 
nsefal.  The  other  point  I  should  like  Mr.  Price  in  his  reply 
to  deal  with  is  as  to  what  is  likely  to  be  the  outcome  of  this 
Commisaion  ;  will  their  recommendations  come  before  the 
public  before  they  are  acted  upon  ?  I  think  there  is  some- 
thing in  the  Bankruptcy  Rules  that  gives  some  official  power 
to  make  new  rules  and  that  kind  of  thing.  If  any  important 
alterations  are  made  will  they,  as  a  matter  of  course,  come 
before  tbe  Trade  Associations,  Chambers  of  Commerce,  and 
Societies  of  Accountants  ?  (Applause.) 

Mr.  J.  W.  B.  Brown  (Birmingham)  :  Mr.  President  and 
gentlemen,  this  conference  has  been  laid  under  a  great  debt 
of  gratitude  to  Mr.  I^ice  for  bringing  forward  this  subject, 
which  is  of  such  vast  importance,  and  for  the  very  able  way 
in  which  he  has  treated  it.  and  not  only  this  conference,  but 
the  commercial  world  outside,  because  I  take  it  that  the 
proceedings  here  to-day  are  not  confined  to  these  four  walls. 
Mr.  Price  has  di^osed  a  commercial  malady  and,  I  think, 
fairly  well  provided  the  remedy ;  but  I  agree  with  some  of 
the  criticisms  offered  by  those  who  have  spoken.  I  do  not 
quite  agree,  however,  with  Mr.  Wilson,  that  Mr.  Price  is 
inconsistent  in  advocating  to-day  that  the  accounts  shall  be 
onder  official  supervision,  while  yesterday,  as  applied  to 
manicipal  matters,  the  accounts  should  be  audited  by 
professional  accountants.  1  do  think  that  there  should  not 
only  be  a  record  of  the  trustee's  transactions  in  the  estate 
with  which  he  ia  connected,  but  that  also  the  Board  of 
Trade  should  have  power  to  call  upon  trustees,  when  estates 
are  wound  up,  to  pay  over  unpaid  dividends  to  the  depart- 
ment in  order  to  prevent  their  being  called  for  by  a  dis- 
sentient creditor  at  any  future  time.  Whether  Mr.  Price 
has  safeguarded  tbe  interests  of  the  bond  fidt  creditor 
is  doubtful.  A  question  has  been  raised  as  to  relatives 
proving  as  Eigainst  bond  fidt  creditors.  Those  of  us  who 
can  go  back  to  the  Act  of  1869  and  tbe  practice  under 
that  Act  will  remember  that  under  Section  125  it  was 
the  practice  of  solicitors  who  were  largely  engaged  in  bank- 
roptcy  matters  to  bring  forward  a  number  of  relatives  of  the 
debtor  to  prove  against  tbe  bond  fide  creditors.  Mr.  Price 
sofsests  that  the  law  against  perjury  might  be  sufficient, 
bat  it  was  not  sufl&cient  in  those  days,  and  in  numy  cases 
diera  was  a  great  deal  of  abuse.  I  have  in  mind  now  a 
certain  solicitor  who  usually  carried  a  composition  of 
6d.  in  the  £,  It  was  well  known  that  when  an  estate  got 


into  the  hands  of  a  certain  practitioner  the  creditors  might 
not  expect  more  than  is.  in  the  £,  because  by  means  of 
creditors — whether  bond  fidt  or  otherwise  I  will  not  say — a 
three-fourths  majority  was  obtained  and  the  scheme  was 
carried  through.  I  do  think  that  the  objection  put  forward 
by  a  previous  speaker  on  this  subject  should  have  conuders- 
tion  at  the  hands  of  Mr.  Price  in  replying  to  this  question. 

Mr.  G.  Palmer:  Mr.  President  and  gentlemen,  I  should 
like  to  add  my  small  quota  of  appreciation  and  thanks  to 
Mr.  Price  for  tbe  very  able  way  in  which  he  has  compiled 
this  paper.  I  am  quite  sure  it  was  brought  about  only  by 
very  careful  study.  With  regard  to  the  Official  Receiver 
and  voting  powers  at  meetings  of  creditors,  one  has  some- 
times rather  bitter  experience  with  Official  Receivers.  On 
tbe  whole,  I  am  bound  to  say  they  treat  us  reasonably,  and 
in  many  cases  very  fairly,  but  there  are  cases  where  this 
cannot  be  said.  I  have  in  my  mind  now  a  case  in  which 
there  were  two  small  creditors  who,  out  of  revenge,  wrote 
letters  to  the  Official  Receiver,  and  notwithstanding  the  fact 
that  more  than  three-fourths  of  the  total  value  of  the  credi- 
tors were  in  favour  of  a  trusteeship,  the  Official  Receiver 
quashed  the  whole  matter  on  account  of  these  letters.  Tbat 
was  a  distinctly  unfair  proceeding,  and  one  which  we  ought 
certainly,  if  possible,  to  try  to  stop.  With  regard  to  this 
majority  of  three-fourths,  about  which  there  has  been  so 
much  said.  I  think,  generally  speaking,  it  is  a  vtay  fair 
majority  among  business  men.  I  should  be  very  unwilling 
to  be  harder  than  we  are  now  upon  relatives.  You  will  find 
that  in  practice  relatives  are  now  almost  wholly  excluded. 
A  case  in  point  happened  the  other  day  in  Carey  Street. 
The  largest  creditor  happened  to  be  called  by  the  debtor 
"  Uncle  Ted."  He  was  not  an  uncle  at  all,  but  the 
impression  had  got  about  among  people  who  knew  them  in 
business  that  he  was  the  debtor's  Uncle  Ted.  He  was  a  very 
big  creditor— for  over  ;^i,ooo— and  this  idea  got  into  the 
mind  of  the  Official  Receiver,  the  result  being  that  he 
would  not  allow  that  man  to  vote.  He  questioned  him 
very  closely  in  Court  and  asked  him  to  produce  there 
and  then  tbe  actual  cheques  and  all  the  evidence,  which 
a  man  does  not  go  to  a  first  meeting  prepared  to  do, 
and  because  he  could  not  produce  all  these  papers  the 
Oflidal  Receiver  said  "  You  cannot  vote."  I  think  that  is 
unfair.  Now  as  to  the  trustee's  bond.  I  am  bound  to  agree 
here  with  Mr.  Wilson.  In  some  cases  there  is  very  great 
hardship  in  mnnection  with  this  question,  and  I  will  give 
you  a  case  in  point.  This  may  be  an  exceptional  case,  but 
there  are  many  hard  cases.  At  the  time  of  the  Boer  War 
I  became  trustee  for  a  number  of  Transvaal  farms,  these 
being  part  of  the  assets  of  an  estate,  and,  as  you  well  know, 
property  of  that  kind  was  valued  before  the  war  at  a  very 
different  figure  from  what  would  be  considered  its  value 
daring  the  war  or  since.   The  valuation  set  down  in  respect 

of  that  property  in  the  statement  ofif^irs  waLlahoat 
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;f  25,000.  Well,  there  was  a  demand  made  lor  a  bond  for  the 
whole  sam.  It  was  thrown  into  bankruptcy.  The  premiom 
at  only  IDS.  per  cent,  upon  /25.000  is  ;f  123  a  year,  and  for 
the  five  years  during  which  I  held  the  estate  it  came  to  ;^625. 
Now,  the  farms  have  only  realised  about /2,ooo  or /j.ooo 
altogether.  There  is  a  case  in  point.  It  does  not  matter  to 
us  realljr— I  mean  that  it  did  not  come  oat  o{  my  pocket- 
but  it  is  distinctly  unfair  and  unbusinesslike,  I  think,  for 
the  creditors  to  be  obliged  to  compel  a  trustee  to  give  a  bond 
for  snch  a  snm.  It  would,  of  course,  require  a  good  deal  of 
judgment  and  discretion  to  determine  what  the  amount  of 
the  bond  should  be.  I  think  Mr.  Price,  from  his  own 
experience  and  good  sense,  will  agree  that  the  bond  should 
not  be  in  accordance  with  the  value  of  the  esthte  as  given  in 
the  statement  of  affiurs.  (Hear,  bear.)  Then  there  is 
another  point :  I  thoroughly  agree  that  there  should  be 
an  audit  of  trustees'  accounts.  I  do  not  so  much  care 
whether  it  is  by  the  Board  of  Trade  or  the  committee 
of  creditors,  but  I  want  a  good  audit.  I  may  say  it 
has  been  my  custom,  and  I  hope  it  will  be  the  custom  of 
all  young  practitioners,  every  time  a  committee  meets,  to 
secure  an  audit  of  the  accounts.  I  think  that  is  a  very 
good  custom.  I  have  certainly  found  the  benefit  of  it. 
It  is  a  good  thing  to  let  a  committee  know  from  time 
to  time  what  the  receipts  and  expenses  are  and  what 
they  are  likely  to  be.  On  the  question  of  touting  I 
should  like  to  say  it  is  a  most  reprehensible  practice.  I 
believe  in  trade  protection  societies  where  they  are  good, 
but  where  they  are  run  by  certain  accountants  and  so-called 
professional  men  for  the  purpose  of  getting  trusteeships  and 
using  them  in  their  own  manner,  it  is  a  thing  that  we  must 
defeat  at  all  costs.  (Hear,  hear.)  I  would  appeal  to  my 
brother  practitioners,  where  you  go  to  meetings  of  creditors 
and  you  find  one  of  these  touting  men — I  cannot  call  them 
anything  else — patting  himsdf  forward,  and  yon  also  find 
at  the  meeting  a  bond  fide  accountant  who  has  probably 
prepared  the  statement  of  affairs  and  done  a  good  deal  in 
connection  with  the  estate,  and  you  see  he  is  doii^;  the  right 
tlui^,  stand  up  for  him  whether  he  is  a  colleagoe  or  not. 
(Applause.) 

Mr.  Keens  (Luton) :  My  reason  for  intervening  in  the 
discussion  this  morning  is  that  I  occupy  a  somewhat 
different  position  from  the  majority  of  my  colleagues,  in 
that,  in  addition  to  practising  as  an  Incorporated 
Accountant,  I  occupy  the  post  of  Secretary  of  the  Luton 
f'hamber  of  Commerce.  As  a  practising  accountant  I  am 
familiar  with  the  administration  of  estates  in  bankruptcy 
and  under  deeds  of  arrangement.  As  Secretary  of  the 
T^ton  Chamber  of  Commerce  t  have  had  a  good  deal  to 
do  with  the  question  of  bankruptcy  law  reform,  my 
Chamber  having  made  this  question  its  own,  and  having 
moved  resolutions  on  the  subject  at  the  meetings  of  the 
Associated  Chambers  which  have  been  accepted  by  them, 


and  for  the  past  three  years  I  have  bad  the  conduct  of 
these  resolutions  on   behalf   of  the  Chamber.  The 
ap|k)in(ment  of  the  permanent  committee  was  due  in  some 
measure  to  the  Associated  Chambers.   I  have  been  struck 
this  morning  by  the  fact  that  we  seetn  to  live  in  water- 
tight compartments,  as  I  certainly  expected  to  hear  from 
Mr.  Price,  in  the  course  of  his  admirable  p^>er,  or  from 
subsequent  speakers,  something   of  the   policy  of  the 
Associated  Chambers  with  respect  to  this  subject.  The 
Association  has  a  i>olicy,  and  briefly — for  time  presses — it 
19  this.   Any  reform  of  the  Bankruptcy  Act  should  deal 
first  with  the  question  of  bankrupts'  discharges.  There  are 
at  the  present  time  an  enormous  number  of  undischarged 
bankrupts.   According  to  the  twen^-third  Annual  Report 
of  the  Inspector-General,  the  number  of  adjudications 
since  the  Act  came  into  c^ration  has  been  89,583,  and 
the  number  of  applications  for  discharge  19,136.  There- 
fore, the  number  of  undischarged  bankrupts,  allowing  for 
deaths,  is  roundly  estimated  at  from  50,000  to  70,000. 
These  undischarged  bankrupts  are  a  menace  to  the  com- 
munity, in  addition  to  being  responsible  for  the  difficulties 
which  frequently  arise  with  respect  to  after-acquired  pro- 
perty— a  question  the  present  Committee  has  to  deal  with. 
The  suggestions  of  the  Associated  Chambers  are,  shortly, 
these.  The  present  method  of  applications  for  discharge 
to  be  supplemented  by  a  provision  that  six  months  from  the 
date  of  the  conclusion  of  the  public  examination,  or  such 
extended  time  as  the   Court   shall   allow,  the  Official 
Receiver  shall  bring  before  the  Court  a  report  as  to  the 
debtor's  conduct  and  affairs.   The  procedure  on  the  report 
would  be  practically  the  same  as  now.  Additional  powers 
to  be  conferred  on  the  Judges  in  bankruptcy  so  that,  in 
addition  to  the  present  powers  of  granting,  refnsing,  or 
suspending  discharges,  they  may  be  enabled  to  inflict 
summary  penalties  on  proof  of  certain  offences.  Assuming 
that  the  bulk  of  those  at  present  undischarged  have  been 
guilty  of  no  serious  offences,  in  a  very  short  time  the 
number  would  be  very  considerably  reduced.  As  to  the 
remainder,  it  is  suggested  that  Section  31  of  the  Act  of 
1883  should  be  amended,  substituting  an  a^regate  sum 
rather  than  an  individual  credit  of  £20.   The  individual 
credit  of  £20  is  easily  evaded,  as  in  a  case  which  came 
under  my  notice  a  grocer,  an  undischarged  bankrupt, 
opened  some  150  accounts,  amounting  in  all  to  a  fairly 
laige  sum  for  a  man  in  his  way  of  business,  carefully 
keeping  each  account  below  the  £20  limit,  and  gleefullv 
informing  his  creditors  in  a  subsequent  failure  that  he 
knew  what  he  was  doing.  In  addition,  it  is  suggested  that 
the  undischarged  bankrupts  should  be  compdied  to 
furnish  the  Official  Receiver  with  their  addresses,  under 
penalty ;  and,  if  trading,  tbe  style  of  their  firm ;  or,  if  an 
employee,  the  name  of  their  employers,  particularly  to 
see  if  nominally  employ^  by  «>M^^^y;^rfh|j^ainay. 
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In  parentheaia  1  may  remark  that  it  is  possible  that  this 
may  be  in  part  effected  by  the  RegistiatioD  of  Firms  Bill. 
A  list  of  undischarged  bankrupts  to  be  published  periodi- 
cally. To  sum  up,  the  idea  is  (t)  to  set  free  the  large  pro- 
ptffdon ;  (a)  punish'  a  number and  (3)  make  for  the 
remainder  the  position  of  undischarged  bankrupt  a  punish* 
ment  to  the  man,  and  not,  as  at  present,  a  source  of 
damage  to  the  commanity. 

The  President  remarked  that  Mr.  Keens  had  already 
exhausted  his  time  limit. 

Mr.  Keens :  I  regret  my  time  has  gone,  as  I  should  have 
liked  to  have  added  a  few  remarks  on  the  subject  of  deeds 
of  arrangement.  The  Associated  Chambers  have  formed 
no  definite  resolution  on  the  question,  but  my  Chamber 
has  dealt  with  the  matter,  and  I  know  the  feeling  of  a 
number  of  other  Chambers.  They  generally  concur  in  the 
position  taken  up  by  the  resolution,  but  subject  to  certain 
reservations.  Here  I  would  appeal  to  gentlemen  present 
to  remember  that  in  any  legislation  on  this  subject  the 
dominant  idea  will  be  the  advantage,  not  of  accountants, 
but  of  the  whole  commercial  community,  and  therefore 
they  most  take  account  of  certain  susceptibilities  of  cwn- 
mercial  men— prejudices,  if  you  will — and  endeavour,  as 
far  as  they  are  practicable,  to  defer  to  them.  I  think, 
however,  that  it  is  a  matter  of  congratulation  that  the 
view  of  the  profession  and  that  of  the  commercial  com- 
munity so  closely  approximate. 

Mr.  E.  Whittaker,  J.P.  (Southampton) :  Mr.  President  and 
gentlemen,  I  will  not  detain  you  more  than  two  minutes, 
hat  I  should  like  to  say  that  I  have  listened  with  a  great 
deal  of  pleasure,  as  I  know  you  all  have,  to  Mr.  Price's 
paper.  Like  everything  he  does,  it  is  first  class.  I  want, 
however,  to  take  exception,  to  one  thing — I  have  been 
hoping  someone  else  would  do  so — and  that  is  to  a  sugges- 
tion he  made,  which  I  am  sure  could  never  be  carried  out — 
namely,  that  every  man  who  gets  into  the  Bankruptcy 
Court  and  does  not  produce  proper  books  should  go  to 
prison,  apparently  without  trial  by  jury,  just  at  the  sweet 
will  and  pleasure  of  the  County  Court  Judge.  Well,  we 
hare  County  Court  Judges  and  County  Court  Judges,  and 
I  diink  it  would  be  unwise  to  give  such  power  to  all  of 
them  ;  and  I  am  certain  that  if  it  is  left  to  a  jury  it  will  he 
like  tfa«  present  law  with  reference  to  the  £ao  limit — you 
will  never  get  a  conviction.  I  hope,  therefore,  it  will  not 
go  forvftrd  from  this  room  that  we  are  unanimous  in  saying 
tbat  a  man  who,  perhaps,  without  any  fraudulent  inten> 
tion  whatever,  and  with  the  purest  of  motives,  has  not 
kq»t  proper  books  should  go  to  prison  almost  automatic- 
ally. It  will  not  do.  The  next  point  is  with  reference  to 
the  andit.  Surely  the  best,  the  proper,  the  quickest,  and 
Ae  most  ofiactive  audit  Is  by  acme  man  who  can  sit  down 
■t  a  table,  go  through  the  papers,  hear  all  that  is  to  be 
lud.  and  give  a  certificate.  The  present  mode  of  audit* 


ing  hankrapt<7  accounts  is  to  send  month  after  month 
matters  to  the  Board  of  T^ade,  answering  questions,  and 

so  forth ;  it  ia  tedious,  troublesome,  and  not  at  all  profit- 
able) and  I  think  that  the  better  way  to  have  trustees' 
accounts  audited — and  I  quite  agree  that  they  all  should 
be  audited — is  by  some  professional  accountant  of  ability 
and  repute  in  the  town  or  district.  That,  in  my  opinion, 
will  give  all  the  security  that  is  reasonably  necessary.  I 
should  also  like  to  say  that  I  think  that  all  costs  should  be 
taxed  or  taxable,  whether  trustees',  solicitors',  auctioned', 
or  anyone  else's.  Under  deeds  of  arrangement  all  costs 
ought  to  he  taxed ;  it  ia  necessary  and  requisite  they 
should  be.   (Hear,  hear.) 

The  President  -.  I  will  now  call  upon  Mr.  Price  to  reply. 

Mr.  H.  L.  Price:  Mr.  President  and  gentlemen,  T  am 
sorry  that  owing  to  the  exigencies  of  our  arrangements  for 
this  afternoon  it  should  have  been  necessary  for  the  Presi- 
dent to  intervene  between  any  speaker  and  the  audience, 
but  I  am  sure  that  any  of  those  who  wished  to  express 
their  views  upon  this  paper  will  readily  understand  that 
unless  those  arrangements  are  adhered  to  with  the  greatest 
strictness,  confusion  will  ensue.  Even  I  am  at  a  disadvan- 
tage, because  I  am  told  that  we  have  to  finish  absolutely 
— and  there  is  other  business  to  be  done  after  I  have  com- 
pleted my  reply — by  a  quarter  to  one,  otherwise  I  should 
have  been  delighted  to  follow  a  number  of  speakers  in 
some  of  the  very  interesting  points  which  they  have  raised. 
It  is  quite  clear,  from  what  you  have  heard,  that  my  paper 
is  not  all-inclusive.  I  had  omitted  what  Mr.  Green  called 
attention  to,  and  that  is  the  disqualification  of  a  trustee 
under  a  deed  to  take  an  appointment  in  bankruptcy.  That 
is  a  matter  to  which  I  should  have  devoted  attention,  and 
to  which  I  readily  give  my  adhesion.  So  also  in  regard  to 
the  taxing  of  solicitors'  costs,  to  which  Mr.  Sharp  referred. 
It  not  infrequently  happens  within  our  experience — yours 
as  well  as  mine — that  where  one  has  been  called  in  by  a 
solicitor  to  prepare  figures,  and  tbat  solicitor  subsequently 
sends  in  a  bill  which  we  consider  unreasonable,  we  feel 
ourselves  in  a  rather  difficult  position  in  asking  for  any 
reduction,  or  suggesting  that  it  is  extravagant,  and  if 
automatically  the  law  provided  that  all  these  costs  should 
be  taxed  it  would  t>e  in  the  direction  of  the  public  benefit. 
As  to  Mr.  Wilson,  he  never  can  leave  me  alone. 
(Laughter.)  In  his  exuberant  and  stentorian  fashion,  like 
all  Yorkshiremen,  he  is  always  ready  for  a  fight,  hut  I 
really  do  not  know  what  he  wanted.  He  suggested  that 
my  paper  would  be  a  good  one  divested  of  its  arguments, 

Mr.  Wilson:  Excuse  me;  I  draw  a  distinction.  I  said 
"argumentative  style." 

Mr.  Price :  It  reminded  me  of  Carlyle's  statement  of 
John  Stirling,  that  he  agreed  with  him  in.  everything 
exc^t  his  opinions.  (Laughter.)  Mr_iyilson  objected 
to  a  Board  of  Trade  au^^^itizld  ^4iXi^KW[l@»w 
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why.  He  gave  no  reason;  he  simply  stated  that 
he  objected.  But  you  know  that  an  audit  is  only  good  in 
80  far  as  it  is  eflScient.  As  a  rule  an  audit  by  a  committee 
of  inspection,  within  our  experience,  is  not  an  efficient 
audit.  (Hear,  hear.)  In  six  cases  out  of  ten  there  is  nu 
committee.  I  suggested  alternative  plans  :  first,  that  you 
should  have  an  audit  by  your  committee,  if  you  wi^d, 
and  if  you  had  a  committee ;  failing  that,  you  should  go 
to  the  creditora  and  have  an  audit  by  the  meeting,  and 
the  chairman  should  certify ;  if  you  fail  as  to  both,  I 
suggested  that,  as  it  appears  there  would  be  no  one  else 
to  go  to,  we  should  go  to  the  Official  Receiver  and  have  an 
audit  by  the  Board  of  Trade.  (A  voice,  "A  professional 
man.")  It  is  suggested  now  that  we  should  have  an  audit 
by  a  professional  man.  Well,  my  own  doubt  is  v4iethcr 
the  creditors,  having  appointed  a  professional  trustee, 
would  be  willing  to  pay  fees  to  another  professional  man 
to  check  the  accounts  of  that  trustee.  (A  voice :  "  You 
have  to  pay  the  Board  of  Trade.")  Mr.  Hughes  referred 
to  the  question  of  touting.  With  what  he  said  I  am  in 
active  sympathy,  but  he  did  not  touch  my  view  that, 
inasmuch  as  the  creditors  are  the  persons  to  whom  the 
assets  belong,  any  portion  of  those  assets  which  is  to  be 
devoted  to  the  payment  of  the  trustee's  remuneration 
ought  to  clothe  them  with  the  right  to  appoint  the  man 
they  are  about  to  pay.  When  Mr.  Hughes  says  there  is 
something  to  be  said  for  the  nominee  whom  the  solicitor 
has  called  in,  1  would  agree,  provided  that  nominee  is 
approved  by  the  creditors,  but  I  put  the  creditors'  right  as 
paramount  to  remove  the  solicitor's  nominee  if  it  seems 
fit  to  them  to  do  so.  I  am  obliged  to  Mr.  Harry  Wilson 
for  the  remarks  he  made.  He  emphasised  my  views  as  to 
the  Board  of  Trade  audit.  He  suggested  that  we  should 
get  rid  of  ofl!iciaHsm  in  the  realisation  of  assets,  and  I  am 
rather  inclined  to  think,  having  myself  given  evidence 
before  the  Bankruptcy  Law  Amendment  Committee,  that 
probably  if  some  concession  were  made  by  public  and  pro- 
fessional men  in  the  direction  of  allowing  some  kind  of 
supervision,  and  some  element  of  control  by  the  Board  of 
Trade  over  these  private  arrangements,  they  would  not  be 
adverse  to  surrendering  such  power  as  they  may  take  now 
in  the  realisation  and  distribution  of  assets.  Mr.  Wilson 
asked>  "What  is  to  be  the  outcome  of  the  inquiry?  Is  it  to 
^be  merely  a  matter  of  passing  new  bye-laws,  or  to  take 
"the  shape  of  legislation?"  If  it  goes  in  the  direction 
which  I  imagine  the  officials  intend  that  it  should  go — 
that  is,  if  an  attempt  is  to  be  made  seriously  to  bring  the 
whole  body  of  private  arrangements  within  the  purview  of 
the  Official  Receiver,  I  do  not  think  that  can  be  done 
merely  by  passing  a  bye-law ;  it  will  have  to  be  the  subject 
of  legislation,  and  undoubtedly  the  commercial  community 
and  the  professional  classes  will  be  heard  upon  it  when  it 
comes  to  be  dealt  with.    I  am  sorry  to  hear  that  Mr. 


Whittaker  diaaeuta  from  me  on  tiie  matter  of  bookke^ung. 
I  put  to  you  the  only  atgament  that  I  had,  that  you  puniab 
a  man  for  the  concealment  of  asaets,  but  tor  that  which 
enables  him  to  conceal  his  assets  you  let  him  go  free.  I 
have  sufficient  faith  in  the  wisdom  ^d  probity  of  County 
Court  Judges  to  tiust  them  with  power  in  punishiag 
debtors  who  fail  to  keep  proper  books  and  accounts.  Ht. 
Whittaker  has  said  that  if  you  go  to  a  jury  you  will  get  no 
remedy.  Well,  a  County  Court  Judge  has  plenary  powers 
now  to  commit  a  man  for  contempt  of  bis  Court,  and  why 
not  similarly  endow  him  with  powers  to  deal  with  a  man 
in  this  connection?  I  have  not  time  to  deal  with  many 
other  notes  I  have  taken  of  the  points  raised.  Mr.  Palmer 
referred  to  the  unfairness  frequently  exhibited  towards 
relatives.  The  dangers  which  Mr.  Brown  indicated,  and 
which  some  of  us  who  practice  under  the  1869  Act  realise, 
of  relatives'  claims  being  invented  for  the  purpose  of 
arranging  the  vote,  are  such  that  I  think  the  unfairness  to 
relatives  which  would  be  involved  in  carrying  out  any 
scheme  such  as  I  have  suggested  would  be  less  than  the 
alternative  evil.  As  to  the  point  to  which  Mr.  Palmer 
referred — namely,  the  premium  of  £125  on  a  bond,  which 
premium  was  paid  for  five  years — I  suggest  to  him  that 
that  is  an  entirely  exceptional  case,  even  if  it  is  not  abso- 
lutely unique.  I  never  before  heard  of  an  estate  kept  open 
for  five  years,  and  of  a  bond  where  the  premium  was  £12$. 
But  what  I  do  remember  is  this,  that  in  the  Inspector- 
General's  report  of  1904  there  is  a  record  that  in  some- 
thing over  fifty  estates  professional  trustees  have  defaulted. 
That  is  a  shameful  thing.  It  is  a  stain  which  we  ought  io 
remove,  and  even  at  the  expense  of  paying  £12$  a  year  for 
five  years,  I  think  we  ought  to  pay  it  rather  than  have  that 
resting  upon  us.    (Hear,  hear.) 

The  motion  submitted  by  Mr.  Green  was  then  put  and 
carried  nem.  con. 

Mr.  John  Cooper  (London) :  There  is  one  resolution 
which  I  should  like  to  submit  before  the  conference  breaks 
up.  It  is  that  we  pass  a  cordial  vote  of  thanks  to  Mr. 
Rayner  for  his  Presidential  address  and  his  conduct  in  the 
chair,  and  to  Mr.  Price  for  his  admirable  paper  on  bank- 
ruptcy reform.  (Applause.) 

Mr.  A.  Woodii^;ton  (London) :  I  have  great  pleasure  in 
seconding  the  resolution. 

The  motion  was  carried  unanimously. 

The  President:  Gentlemen,  I  want  now  to  move  the 
following  composite  resolution:— "That  the  most  hearty 
"  thanks  of  the  Society  are  due  and  are  hereby  accorded  to 
"the  Right  Hon.  the  Lord  Mayor  {Sir  Walter  Vaugban 
"Morgan,  Bart.)  and  the  Lady  Mayoress,  for  so  cordially 
"  receiving  and  hospitably  entertaining  the  members  of  the 
'Society  and  their  ladies  attending  this  conference  of 
"  Incozporated  Accountants.  That  the  most  hear^  thanks 
"of  the  Society  are  also  accorde^-^  the  L*rd  Great 
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"Chamberlain,  the  Very  Reverend  the  Dean  of  West- 
■*  minster,  the  Rev.  Canon  Duckworth,  D.D.,  C.V.O.,  and 
"the  Mayor  of  Kingston  (Councillor  H.  0.  Minnltt,  J.P.) 
"  for  the  many  courtesies  extended  by  them  to  the  members 
"of  the  Society  and  their  friends  attending  this  conference 
"of  Incorporated  Accountants.  That  the  foregoing  reso- 
"latioos  be  suitably  engrossed,  signed  and  sealed,  and 
**  forwarded  in  the  usual  manner." 

Mr.  Price :  I  beg  to  second  the  resolution. 

The  resolution  was  carried  unanimously. 

Mr.  Price :  I  beg  to  move  "That  the  best  thanks  of  this 
"  Society  be  and  they  are  hereby  accorded  to  the  Presi- 
■*  dent  (Mr.  W.  G.  Rayner)  and  Mrs.  Rayner  for  the  hos- 
"  pitalily  extended  by  them  to  the  members  of  the  Society 
"and  their  friends  attending  this  conference  of  Incorpo- 
'rated  Accountants.  That  the  foregoing  resolution  be 
'suitably  engrossed,  signed  and  sealed,  and  forwarded  in 
~  Che  usual  manner."  I  need  not  say  a  word  in  commenda- 
tion of  it,  but  will  ask  Mr.  Whittaker  to  second  it. 

Mr.  Whittaker :  It  gives  me  much  more  than  usual 
pleasure  to  second  this  vote  of  thanks.  I  am  sure  the 
President  has  behaved  in  a  very  princely  way  towards  us 
all,  and  we  are  exceedingly  obliged  to  him  for  all  he  has 
done,  not  only  for  the  entertainment  of  yesterday,  which 
could  not  have  been  better,  but  for  everything  he  has  done 
for  the  welfare  of  this  Society. 

The  motion  was  carried  with  considerable  enthusiasm, 

and  was  acknowledged  briefly  by  the  President. 

Mr.  Price :  Before  you  go,  gentlemen,  may  I  suggest 
that  the  vote  of  thanks  accorded  by  us  yesterday  to  the 
Master  and  the  Company  of  Cordwainers  for  the  use  of 
their  hall  should  be  suitably  engrossed,  signed  and  sealed, 
and  forwarded  in  the  usual  manner?   (Hear,  hear.) 

This  concluded  the  business  of  the  conference. 


The  Banquet. 

In  the  evening  a  banquet  was  held  at  the  Whitehall 
Ko4*ms  of  the  H6tel  M6tropole,  at  which  the  company 
numbered  over  350.  The  President  (Mr.  W.  G.  Rayner) 
occupied  the  chair,  and  amongst  the  principal  guests 
were :  The  Right  Hon.  the  Lord  Mayor  (Sir 
\\alter  Vaughan  Morgan,  Bart.),  Hon.  Sir  Thomas  Fuller, 
K.CM.G.  (Agent-General  for  Cape  of  Good  Hope),  Rev. 
Canon  Duckworth,  D.D.,  C.V.O.,  his  Honour  Judge 
Rentoul,  K.C.,  LL.D.,  Hon.  T.  A.  Coghlan.  L.S.O.  (Agent- 
General  for  New  South  Wales),  Hon.  J.  G.  Jenkins  (Agent- 
General  for  West  Australia),  Mr.  Alderman  and  Sheriff 
Ciosbr,  M.D.,  Mr.  Sheriff  Dunn,  Mr.  Alderman  Burnett, 
j.P.,  Mr.  W.  Watson  Rutherford,  M.P.,  Mr.  Henry  Ailee 
I  President  of  the  Law  Society),  Mr.  George  Cave, 
K.C.,  M<r.>  Mr.  Stanley  Machin  (Acting  Chairman  of 


Council,  London  Chamber  of  Commerce),  Mr.  W.  B.  Peat 
(President  Institute  of  Chartered  Accountants  in  England 
and  Wales},  Mr.  F.  W.  Carter  (President  of  the  Socie^  of 
Accountants  in  Edinburgh),  Mr.  G.  W.  Canham  (Master  of 
the  Cordwainers'  Company),  Mr.  H.  T.  Bartlett,  I.S.O. 
(Registrar  of  Joint  Stock  Companies),  Mr.  W.  Evans 
(Inspector-General  in  Bankruptcy),  Mr.  E.  P.  Burd 
(Inspector  of  Audits,  L.G.B.),  Mr.  Henry  D.  Buckland 
(President  of  the  Auctioneers*  Institute),  Mr.  Albert  E. 
Pridmore  (President  Society  of  Arcbhects),  Mr.  C.  H. 
Cawte,  J.P.  (Mayor  of  Southampton),  Mr.  E.  Pascoe 
Williams  (Mayor  of  Greenwich),  Mr.  H.  C.  Minnitt,  J.P. 
(Mayor  of  Kin^ton-on-Tbames),  Mr.  W.  Strang,  B.A., 
Mr.  E.  H.  Lamb,  M.P.,  Mr.  H.  J.  Mackinder,  M.A.,  Mr. 
Alex.  Ritchie,  J.P.,  C.C.,  Mr.  G.  Armitage  Smith.  M.A., 
and  Hon.  George  Colville  (Secretary  of  Institute  of  Char- 
tered Accountants  in  England  and  Wales).  There  were 
also  present  &fr.  Hany  L.  Price  (Vice-President  of  the 
Society),  Mr.  R.  E.  Emson  (Past  President),  Mr. 
Ebenezer  Carr  (Past  President),  Mr.  Charles  H.  Wilson, 
J.  P.  {Past  President).  Mr.  Edward  Kevans,  J.P.  (President 
of  the  Irish  Branch),  Messrs.  Arthur  E.  Green,  Edward 
Whittaker,  J.P.,  E.  W.  £.  Blandford,  J.  King,  A.  E. 
Woodington,  H.  Byrne-Jones,  G.  A.  Evans,  J.P.,  J.  Cooper, 
E.  Richmond,  J.  W.  Blackham,  and  W.  J.  Smith  (members 
of  Council),  Mr.  C.  F.  Sharp  (President  Birmingham  and 
Midland  Society),  Mr.  £.  D.  White  (President  of  Liver- 
pool Society  of  Chartered  Accountants),  Mr.  H.  ToothiU 
(President  Sheffield  Society),  Mr.  W.  Hunter  (President 
South  Wales  Society),  Mr.  A.  B.  Pilling  (Vice-President 
Chartered  Institute  of  Secretaries),  Mr.  Alex.  Aiken,  J.P. 
(ex-President  Transvaal  Branch),  Mr.  T.  E.  Young,  B.A. 
(Past  President  Institute  of  Actuaries),  Mr.  Arthur  Towers 
(President  Institute  of  Municipal  Treasurers  and  Account- 
ants), Mr.  James  Martin  (Secretary),  Mr.  William  Strachan 
(Assistant  Secretary),  &c. 
After  the  usual  loyal  toasts, 

Mr.  W.  Watson  Rutherford,  M.P.  (in  the  absence  of  Mr. 
E.  G.  Hemmerde,  M.P.),  proposed  "The  United  Empire." 
He  said  he  took  it  as  a  very  great  honour  to  be  invited  to 
that  banquet  and  to  be  asked  to  propose  that  toaat.  Whether 
he  owed  that  honour  to  the  fact  that  he  was  fortunate 
enough  to  be  Lord  Mayor  of  Liverpool  three  years  ago 
when  the  Society  visited  that  city,  or  whether  he  owed  it 
to  the  fact  of  his  generally  admitted  brief  speeches  in  the 
House  of  Commons,  be  did  not  know.  He  found  by  the 
programme  that  there  were  to  be  eighteen  speeches  that 
evening,  and,  presuming  there  were  about  ninety  minutes 
in  which  to  make  them,  he  had  arrived  at  the  conclusion, 
though  not  himself  an  accountant,  that  that  worked  out  at 
five  minutes  each,  not  allowing  any  margin  for  the  drink- 
ing of  the  toasts.  (Laughter.)  This  toast  was  aimost 
important  one.    He  had  £lia[dyeat)0^  WcOtOi^Gfae 
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assembly  in  coanection  with  the  United  Empire— luunely, 
that  in  some  of  oar  institations  and  in  some  of  our 
practices  we  were  apt  to  forget  that  there  was  such  a  thing 
as  an  Empire  outside  England.  Talce  the  problems  of  the 
unemployed,  the  housing  question,  and  similar  problems ; 
he  thought  we  would  solve  them  a  great  deal  better  if  we 
would  remember  that  we  were  not  simply  dealing  with 
London,  or  even  with  the  great  towns  of  this  country,  but 
that  we  had  an  Empire,  and  if  a  national  organisation  were 
made  to  move  labour  about  the  Empire  to  those  places 
where  it  could  be  usefully  put  to  service,  he  thought  that 
a  great  many  of  those  more  serious  problems  would  be  to 
some  extent  solved.  This  was  certainly  a  very  appropriate 
toast  for  this  Society.  Accountants  had  their  business  all 
over  the  world,  and  were  under  very  great  obligations  to 
the  Agents-General  of  the  different  Colonies — (spplause)-r 
than  whom  a  more  able,  courteous,  and  hard-working 
body  uf  men  he  did  not  know,  though  they  were  at  times 
maligned  by  individuals  who  did  not  understand  their 
functions  and  their  work.  It  was  a  very  graceful  thing  to 
a^  those  gentlemen  to  be  present  that  evening,  and  he  had 
the  honour  of  coupling  with  the  toast  the  name  of  the  Hon. 
T.  A.  Cogfalan,  Agent-General  for  New  South  Wales. 

The  Hon.  T.  A.  Cogblan,  I.S.O.,  in  acknowledging  the 
toast,  said  he  took  it  as  a  compliment  to  the  great  Colony 
of  Australia,  which  he  and  his  colleagues  the  Agents- 
General  represented,  that  he  should  be  called  upon  to 
speak.  The  greatness  of  the  Empire  was  a  thing  upon 
which  he  might  enlarge  indefinitely,  but  the  lesson  of  our 
Empire  was  not  merely  that  of  its  geographical  extent, 
'lliere  had  been  great  Empires  before  the  British  Empire 
was  dreamed  of ;  but  our  Empire  stood  alone  in  being  the 
only  one  the  world  had  known  that  had  been  kept  together 
by  the  goodwill  and  affection  of  its  various  membera  for 
the  land  from  which  they  had  sprung.  (Applause.)  With 
England  it  had  never  been  a  question  of  exploiting  her 
Colonies.  She  had  maintained  her  Empire  by  ways  of 
peace,  and  her  most  forceful  argument  had  been  the  mutual 
advantage  to  be  gained  by  commercial  intercourse.  Great 
as  had  been  the  services  of  the  Army  and  Navy,  the  mer- 
chants had  done  more  than  they,  or  any  other  agency,  to 
build  up  and  hold  the  Empire  together.  Since  our 
Empire  had  been  built  up  by  commerce,  it  was  fitting  in  a 
gathering  such  as  this,  drawn  from  the  various  avenues 
of  commerce,  that  they  should  not  forget  what  commerce 
had  done,  and  it  was  especially  fitting  at  a  gathering  of 
accountants  and  auditors  that  the  triumphs  of  commerce 
in  the  building  up  and  holding  together  of  the  Imperial 
structure  should  receive  particular  attention.  Surely  the 
foundation  of  commercial  success  rested  largely  upon  the 
work  of  members  of  this  Society,  who  had  brought  com- 
mercial speculation  to  a  science  and,  by  their  professional 
skill,  had  enabled  the  trader  always  to  keep  in  view  the 


fiinanctal  exigencies  of  his  position,  and  had  thus  made 
commerce  on  a  large  scale  possible.  It  was  one  of  the 
signs  of  the  times  that  the  words  of  peace  and  goodwill 
were  on  every  tongue.  We  had  the  entente  cordiale  with 
France,  our  understanding  with  Germany,  and  our 
friendly  relations  with  other  nations.  These  were  the 
excellent  fruits  of  missions  and  interchange  of  visits  paid 
by  influential  people  ;  and  the  Right  Hon.  the  Lord  Mayor, 
who  honoured  them  with  bis  presence  on  that  occasion, 
had  dune  no  little  to  build  up  this  good  understanding. 
We  had,  of  course,  to  keep  our  relations  with  foreign 
countries  in  good  repair,  otherwise  there  was  danger  of 
international  trouble ;  but  with  our  Colonies  and 
dominions  throughout  the  world  we  were  under  no  need  tu 
take  much  thought.  They  were  one  people  with  us,  with 
aspirations  similar  to  our  own,  had  the  same  instincts,  and, 
if  he  might  be  permitted  to  say  so,  the  same  foibles.  There- 
was,  however,  need  of  closer  unity,  and  if  some  little 
portion  of  the  care  which  was  spent  upon  the  conciliation 
of  foreign  people  were  expended  in  endeavourii^c  to  bring 
about  closer  relations  with  our  own  people  it  would  be  in 
the  end  much  better  for  the  Empire.  In  further  remarks 
the  speaker  expressed  the  opinion  that  our  people  at  home 
were  too  careless  of  those  they  lost  by  emigration.  Every 
man  who  went  to  the  Argentine,  or  to  any  foreign  country, 
even  to  the  United  States,  might  in  the  end  be  on  the  side 
of  the  enemies  of  his  country.  Every  emigrant  to  a  British 
Colony  was  a  man  saved  to  tbe  Empire.  No  safer  policy 
could  be  followed  by  the  statesmen  of  the  Empire  than 
to  strengthen  tbe  outlying  parts  of  the  King's  dominions 
by  peopling  them  with  men  of  the  British  race.  We  did 
not  know  whence  demger  might  come.  The  &npixe 
might  some  day  need  the  help  of  every  citizen,  and  if  ever 
such  a  time  should  come  the  Colonies  would  be  ready  to 
stand  by  the  motherland,  in  war  as  in  peace,  one  cause,  one 
people.  (Applause.) 

Mr.  Harry  L.  Price  (Vice-President)  submitted  the  toast 
of  "The  I<ord  Mayor  and  Corporation  of  the  City  o£ 
London."   He  said  that  it  was  peculiarly  acceptable  to  aji 
assembly  of  professi<Hial  accountants  to  toast  the  civic 
authority  of  the  City  of  London,  if  for  no  other  reason  than 
the  fact  that  it  employed  the  services  of  more  professic»iai 
accountants  as  aoditon  than  any  otlwr  maoidpaUty  in  the 
three  kingdoms.   (Applause.)  The  Public  Health  Depart- 
ment alone  retained  three  prolsssional  auditors,  each  a 
member  of  a  different  6rm,  so  appointed,  he  imagined,  that 
each  might  watch  the  other  two — (laughter) — but  as  one  of 
them  belonged  to  the  Society  of  Aoconntants  and  Auditors 
they  had,  perh^,  better  not  pursue  the  topic.  (Renewed 
laughter.)   The  Lord  Mayor  and  Corporation  were  the 
almoners  of  the  nation,  governing  wisely  many  of  our  public 
charities,  and  rightly  entertaining,  on  behalf  of  the  iia.tioxi 
as  a  whole,  foreign  •fi^pi^/^e^^t^Ulied 
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strangers  who  visited  our  shores.  (Applause.)  It  could 
not  be  too  widely  known  that  the  expenditure  of  the 
CorporatioD  id  poblic  hospitality  wai.  not  a  charge  apon  the 
rales,  but  was  derived  exclusively  bom  investments  inherited 
by  the  Corpcn^tion  from  long<gone  predecessors.  Why 
those  predecessors  did  not,  from  iaberent  instinct,  spend  it 
while  they  had  the  chance  was  one  of  those  unsolved 
{MoUems  of  history  which  it  were  profitless  nowadays  to 
pursue.  (Hear,  hour.)  The  Corporation  of  the  City  of 
London  was  the  freest  municipal  body  in  the  world,  and 
had  gained  what  was,  when  compared  with  other  munici- 
palities, its  additional  rights  of  free  speech  and  its  greater 
freedom  of  action  by  tihe  sacrifices  of  our  fbrefiitbers. 
involving  not  infrequently  the  loss  of  life  and  liberty.  As 
to  the  Lord  Mayor,  he  was  now  aearing  the  close  of  an 
eitremely  brilliant  year  of  office,  which  would  compare 
hvonrably  with  the  best  of  his  predecessors.  (Applause.) 

The  Itigbt  Hon.  the  Lord  Mayor,  who  was  received  with 
E;reat  enthusiasm,  said  it  was  now  some  fifty  years  since  he 
left  the  city  from  which  Mr.  Price  himself  came,  because  at 
that  time  be  was  in  Maucbester.  He  supposed  that  some- 
how or  another  Manchester  was  not  big  enough  for  him ; 
his  bite  drew  him  to  Xxnidon  at  the  close  of  the  year  1855. 
Little  did  be  think  then  that  be  should  ever  be  presiding 
over  a  banquet  of  accountants  as  Lord  Mayor  of  London. 
But  he  had  had,  happily,  a  successful  career  because  he  was 
brought  up  an  accountant.  (Applause.)  in  the  days  of  bis 
youth  aocountuts  were  rare:  it  was  almost  a  new  profes- 
sion. The  first  nine  years  of  bis  career  he  spent  in  learning 
accouDtaacy  and  fingering  money  in  a  bank.  As  to  the 
kind  remarks  Mr.  Price  bad  made  about  the  Corporation  of 
London  he  would  say  without  hesitation  that  ttiat  body 
deserved  all  the  good  things  they  could  say  of  it.  Mr.  Price 
had  said  that  in  extending  their  hospitality  they  did  not 
»pend  money  out  of  the  pockets  of  the  ratepayers.  Fortu- 
nately they  had  inherited  property  from  their  ancestors, 
and  they  had  so  well  nursed  or  managed  that  pro- 
perty that  the  unearned  increment  and  their  own 
iudnstry  had  enabled  them  to  do  a  great  deal  of  good,  not 
only  in  the  way  of  hospitality  but  also  in  a  great  many  other 
directions,  without  costing  the  ratepayers  a  penny.  It  was 
a  popular  fallacy  that  the  expenses  of  such  journeys  as 
that  which  he  had  paid  to  Milan,  and  that  which  he  was 
about  to  pay  to  Paris,  were  p^d  for  out  of  the  rales  of 
U>e  City.  The  Lord  Mayor  and  Sh^ifis  were  invited  to 
XP  to  Milan  as  the  guests  of  that  city,  and  they  were 
leted  in  every  postible  way.  He  expected  they  would 
receive  the  same  treatment  in  Paris.  The  accounts  of  the 
Corporation  of  Xxindon  were  very  well  audited,  and  if  they 
lid  qiend  money  improperly,  all  he  could  say  was — look 
•■o  the  aoditors. 

The  Hon.  Sir  Thomas  Fuller,  K.C.M.G.  (Agent-General 
» the  Cape  of  Good  Hope),  proposed  "The  Sod^y  of 


"Accountants  and  Auditors  and  its  Colonial  and  District 
"  Organisations  of  Incorporated  Accountants."  He  said  it 
gave  bim  sincere  pleasure  to  be  present  and  to  express  his 
great  sympathy  with  an  organisation  such  as  that  gathering 
had  assembled  to  honour.  During  a  bu^ess  career  of  some 
thirty  years  or  more,  he  bad  to  do,  by  some  strange  fate, 
with  somewhat  large  monetary  transactions,  and  after 
sundry  experiences  in  dealing  with  such  transactions,  and 
with  important  finances,  he  came  to  the  conclusion  that  if 
there  was  one  tbing  necessary  for  large  as  well  as  small 
establishments  it  was  well-trained  accountants  and  well- 
trained  auditors.  (Hear,  hear.)  The  commercial  community 
was  much  indebted  to  societies  like  these  which  organised 
the  great  community  of  auditcws  and  accountants  into 
associations— built  them  up,  so  to  speak,  into  a  sort  of 
guild,  and  tried  to  keep  them,  by  examinations  and  other- 
wise, on  the  lovti  of  one  of  the  professions  of  the  country. 
It  was  necessary  to  guard  the  commercial  life  of  the  country 
by  the  strict  scrutiny  which  accountants  brought  to  bear  on 
it,  and  let  them  remember  that  when  they  guarded  its  best 
interests  they  guarded  its  honour.  He  congratulated  the 
Society  upon  having  already  z,ooo  members  spread  through- 
out the  dviliaed  vrorld,  a  number  which  was  being  increased 
at  the  rate  of  300  per  annum  by  those  who  came  up  for 
examinations,  and  expressed  the  hope  that  the  Society's 
operations  would  be  still  further  extended. 

The  President,  in  relying  to  the  toast,  baid  :  In  rising  to 
refund,  on  behalf  of  the  Society  of  Accountants  and 
Auditors,  I  b^  to  express,  in  the  first  place,  my  cordial 
thanks  to  Sir  Thomas  Fuller  for  the  kind  way  in  which  he 
has  submitted  the  toast  and  the  whole  of  the  company  here 
present  for  the  manner  in  which  they  have  honouied  it. 
Twenty-one  years  is  a  long  span  in  the  career  of  an 
individual,  and  the  period  is  scarcely  less  important  in  the 
life  of  an  organisation  such  as  ours.  I  am  not  going  to 
detain  you  by  tracing  step  by  step  the  difierent  events  of 
our  history :  and,  further,  it  is  not  my  intention,  at  a 
gathering  such  as  this,  to  deal  with  the  Society's  policy.  In 
the  address  I  had  the  honour  of  delivering  at  the  opening  of 
our  conference  yesterday  I  covered  the  ground  as  far  as 
possible  in  both  cases.  My  duty  to-night  must  be  confined 
to  thanking  all  those  who  have  taken  such  a  cordial  interest 
in  the  Society's  twenty-first  anniversary,  and  have  made 
the  first  conference  of  Incorporated  Accountants  held  in 
London  a  marked  success.  Our  previous  conferences  have 
been  held  in  succession  in  Birmingham,  Mandiester,  Leeds, 
Glasgow,  Liverpool,  and  Sheffield,  and  in  every  case  we 
have  met  under  the  auspices  of  the  chief  magistrates  of 
^  each  of  these  cities.  In  asking  our  members  to  meet 
in  London  our  first  care  was  to  submit  our  wishes  in 
this  respect  to  our  chief  guest  of  to-night  and  our  host 
of  last  night — the  Lord  Mayor—and  I  am^re  that  oaf  and 
all  of  us,  whetber  belonging  |tpgi@g|<|ig^,(s93(Sl^^p^d 
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or  the  Colonies,  are  deeply  grateful  to  his  Lordship  and 
the  Lady  Mayoress  for  their  kind  hospitality,  and  also  to 
his  Lordship  for  the  marked  interest  he  has  shown  in  our 
proceedings  at  giving  us  in  succession  two  nights  of  his 
valuable  time,  upon  which  such  constant  and  incessant 
demands  are  made  from  all  parts  of  the  world.  (Applause.) 
I  would  now  like  to  say  a  word  of  thanks  to  those  bodies  of 
accountants  in  the  British  dominions  and  in  the  United 
States  who  have  sent  us  their  good  wishes.  To  the  Dominion 
Association  of  Chartered  Accountants— from  whom  I  have  just 
received  a  cable— the  Ontario  Institute  of  Chartered  Accoun- 
tants, the  Transvaal  Society  of  Accountants,  and  the 
American  Association  of  Public  Accountants,  and  to  Mr. 
Wilkinson,  the  late  Secretary  of  the  Federation  of  Societies' 
of  Public  Accountants  (now  amalgamated  with  the  American 
Association),  our  cordial  acknowledgments  are  especially 
due,  also  to  our  Committees  in  Australia  and  South  Africa' 
to  our  branches  in  Scotland  and  Ireland,  and  to  our  district 
societies  in  England  and  Wales,  whose  resolutions— in  many 
cases beantifuUyengrossed  and  illuminated — were  bountifnlly 
showered  upon  us  yesterday.  My  remarks  would  not  be 
complete  on  this  occasion  without  one  more  acknowledg- 
mfflit,  and  although  it  comes  last  it  by  no  means  occupies  that 
position  in  my  thoughts — it  is  to  express  to  Mr.  Peat,  the 
President  of  the  Institute  of  Chartered  Accountants  in 
England  and  Wales,  and  to  Mr.  Carter,  the  President  of  the 
Society  of  Accountants  in  Edinburgh  (the  oldest  body  of 
Chartered  Acccountants  in  the  Empire),  our  appreciation  of 
the  spontaneous  manner  in  which  they  have  responded  to 
our  wishes  to  he  our  gnests.  (Applause.)  This  is  the  third 
occ2ision  since  accountancy  began  to  be  organised  as  a 
distinct  profession  that  the  representatives  of  all  British' 
speaking  accountants  are  practically  associated  together 
under  one  roof— (hear,  hear)— for  although  unfortunately  no 
American  representative  is  actually  here  to-night,  their  good 
wishes  are  before  us.  The  6rst  occasion  was  the  Congress 
of  Accountants  at  St.  Louis  in  1904,  and  the  second  the 
fiftieth  celebration  of  the  incorporation  of  the  Society  of 
Accountants  in  Edinburgh,  which  was  also  held  in  the  same 
year.  Our  American  and  Scottish  friends  set  us  examples 
which  it  is  our  desire  to  emulate,  and  I  and  my  colleagues 
of  the  Council  of  the  Society  of  Accountants  and  Auditors 
look  forward  to  the  time  when  throughout  Great  Britain  and 
Ireland  we  can  all  vrork  together  for  the  common  good  of  the 
profesnon  to  which  we  owe  so  much,  and  whose  welbre  is 
the  dearest  object  of  our  ambitions.  (Applause.) 

Mr.  Alderman  Burnett,  J. P.,  next  gave  the  toast  of 
"Trade  and  Commerce,"  and  expressed  the  confident, 
belief  that  for  many  years  trade  and  commerce  in  this 
country  would  be  enabled  to  maintain  the  premier  position 
which  it  had  hitherto  maintained  upon  one  condition,  and 
one  condition  only — namely,  a  fair  field  and  no  favour. 

Mr.  Stanley  Machin  (Acting  Churman  of  the  Council  of 


the  London  Chamber  of  Commme),  in  respcmding,  con- 
gratulated the  Society  upon  having  attained  Its  majority, 
and  expressed  his  appreciation  of  the  assistance  which  the 
Society  had  given  in  affiliation  with  the  Chamber.  In  his 
opinion,  a  Minister  of  Commerce  ought  to  be  appointed  in 
cimnection  with  the  Govunment — a  man  well-^lled  in 
commerce,  and  in  whom  a  commercial  nation  could  haveevery 
confidence.  He  hoped  that  this  would  be  an  accomplished 
fact  in  the  near  futiuv,  and  that  we  might  maintain  our 
position  as  being  the  first  commercial  nation  of  the  civilised 
world. 

Mr.  C.  H.  Wilson,  J. P.,  proposed  "The  Legal  Profes- 
sion," to  which  his  Honour  Judge  Rentoul,  K.C.,  LL.D., 
and  Mr.  H.  Atlee  (President  of  the  Law  Society),  responded. 
The  lattnr  alluded  to  the  acknowledged  strength  of  the 
Society  of  Accountants  and  Auditors,  and  said  he  was 
pleased  to  t>ear  witness  to  the  harmonious  relations  which 
existed  between  the  legal  and  accountancy  professions. 

Mr.  George  Cave,  K.C.,  M.P.,  in  submitting  the  toast  of 
"  Other  Bodies  of  Accountants,"  remarked  that  thelnstitote 
of  Chartered  Accountants  in  England  and  Wales  was  repre- 
sented by  one  who  bore  a  name  well-known  to  every  business 
man  in  London — Mr.  Peat.  (Applause.)  The  other  bodies 
included  three  Chartered  Societies,  one  of  which— the 
Society  of  Acoinntants  in  Edinburgh — was  one  of  the  most 
ancient  Societies  in  the  country  ;  the  Institute  of  Chartered 
Accountants  in  Ireland ;  six  bodies  of  accountants  in 
Cemada;  eight  in  Australia  and  Tasmania;  two  in  New 
Zealand  :  and  two  in  South  Africa,  which  was  represented 
that  night  in  the  person  of  Mr.  Aiken,  who  was  a  member 
of  the  Council  of  the  Transvaal  Society  of  Acconntants. 
He  (the  speaker)  was  a  member  of  a  profession  which  bad 
just  been  toasted,  and  which  was  constantly  in  contact 
with  the  accountancy  profisssion,  and  he  was  bound  to  say 
he  had  been  frequently  struck  with  the  versatility  of  that 
great  body.  More  and  more  accountants  were  being  called 
in  to  deal  with  business  matters,  and  in  municipal  cor- 
porations the  local  auditors  were  assisted  and  supported 
by  the  skill  of  the  Chartered  and  Incorporated  Accoun- 
tants. The  profesnon  had  before  it  a  great  future,  and 
the  greater  that  future  the  more  important  it  was  that 
they  should  be  represented,  and  to  some  extent  controlled, 
by  great  bodies  of  this  kind. 

Mr.  W.  B.  Peat  (President  of  the  Institute  of  Chartered 
Accountants  in  England  and  Wales)  thanked  the  last 
speaker  for  his  kiodly  words  of  welcome,  and  the  gatfaering 
for  its  enthusiastic  reception  of  those  sentiments.  It  was  a 
great  pleasure  to  him  to  be  present  in  order  to  tender  his 
congratulations  to  the  Society  upon  the  success  of  its 
attainments,  upon  the  fact  that  their  President  was  sup- 
ported by  the  chief  magistrate  of  the  greatest  of  our  cities, 
by  the  Tepreseutatives  of  our  Coknital  Empise,  by  the 
dignitaries  of  the  ChuQ;^,tilard%eVcs(i@b@^Llf@  of  our 
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Colonial  home  Governments,  and  by  many  people  of 
inflnenoe  whose  presenca  indicated  the  respect  in  which 
they  held  the  Society.  He  wished  to  thank  Mr.  Cave  for 
the  kind  words  he  had  nsed  in  connection  with  other 
societies  of  accountants.  There  were  altogether  no  less 
than  thirty-eight  of  them,  and  for  all  these  It  was  difficult 
for  one  man  to  reply,  as  they  embraced  gentlemen  who  were 
practising  in  every  part  of  onr  dominions  across  the  seas,  as 
well  as  in  the  United  Kingdom  and  Ireland.  They  were  all 
possessed  with  one-ambition,  which  was  the  promotion  of 
the  profession  to  which  they  all  had  the  honour  to  belong. 
There  was  no  horixon  which  members  of  their  community 
did  not  pierce ;  there  was  no  frontier  over  which  they  did 
not  step  in  peaceful  quest  of  their  occupation,  and  there 
was  00  business  which  they  did  not  touch  with  advantage 
and  boiefit  to  their  clients.  He  verily  believed  that  the 
Societies  whose  health  had  just  been  drunk  deserved  the 
confidence  of  the  public  ;  at  any  rate  they  did  their  level 
best  to  attain  it,  and,  he  hoped,  with  some  measure  of 
snccess.  (Applause.) 

Mr.  F.  W.  Carter  (President  of  the  Society  of  Accountants 
in  Edinburgh)  aJso  replied,  and  offered  his  own  congratula- 
tions and  those  of  the  three  Chartered  Societies  in  Scotland 
to  the  Society,  together  with  their  wishes  for  its  success. 
His  own  Society  in  Edinbui^h  had  for  the  last  52  years 
continuoasly  endeavoured  to  raise  the  standard  of  education, 
and  the  other  Societies  had  done  their  best  to  emulate  that 
example.  As  yet,  however,  they  were  far  from  being  in  a 
satis&ctoiy  position.  They  must  not  rest  until  they  had 
foDttded  aod  endowed  chairs  of  accounting  and  commercial 
practice  in  the  leading  universities.  (Applause.)  Id 
Scotland  many  years  ago  the  three  Societies  joined  hands 
in  order  to  raise  the  standard  of  education,  and  made 
it  compulsory  for  all  young  apprentices — as  articled  clerks 
were  called  in  Scotland — to  attend  law  classes  at  a  university. 
In  addition  they  considerBd  it  a  necessary  part  of  the 
edocation  of  an  accountant  to  acquire  a  knowledge  of 
politica]  eoonrany  As  well  as  of  actuarial  scirace.  Until 
the  education  of  an  accountant  acquired  a  nniversity  stamp 
be  had  no  proper  dum  to  rank  among  the  learned  pro- 
(essions.  (Applause.) 

"Onr  Guests"  was  proposed  by  Mr.  R,  E.  Emson 
and  responded  to  by  Mr,  G.  W.  Canham  (Master  of  the 
Worshipfal  Company  of  Cordwainers) ;  and  the  Rev.  Canon 
Duckworth  (Dean  of  Westminster)  proposed  the  health  of 
the  President— a  toast  which  was  enthusiastically  received. 

During  the  dinner  an  excellent  programme  of  music  was 
Iffovlded  by  Mr.  F.  R.  Kinkee's  band. 


personal. 

Messrs.  Flint  ft  Thompson,  Chartered  Accountants, 
Uve  removed  from  105  Colmore  Row  to  Athenxum 
Cbambers,  71  Temple  Row,  Birmingham. 


Messrs.  John  McLaren  &  Co.,  Chartered  Accountants, 
announce  that  they  have  removed  their  offices  from 
66  Finsbury  Pavement,  E.C.,  to  150  Leadenhall  Street, 

London,  E.C. 

Messrs.  Herbert  Vigers  &  Wall  have  removed  their 
offices  to  36  ft  37  Queen  Street,  Cfaeapslde,  E.C. 

Messrs.  H.  Wilson  &  Co.  have  removed  from  37  &  39 
Essex  Street  to  23  Devereux  Court,  Essex  Street,  Strand, 
London,  W.C. 


Aancbester  Cbartere&  Hccountants 
Stubents*  Society. 


The  opening  meeting  of  the  new  session  was  held  on 
October  ist,  and  took  the  form  of  a  social  evening. 

Tea  was  served  at  6  o'clock  at  the  Empire  CaS6,  and  an 
adjournment  was  afterwards  made  to  the  Library. 

Mr.  A.  S.  Brewis  was  in  the  chair,  and  there  weiv  present 
about  one  hundred  members. 

The  Chairman  apologised  for  the  absence  of  Mr.  F.  Halsall, 
the  President,  who  was  unable  to  attend. 

The  following  members  took  part  in  the  entertainment : — 
Messrs.  Lees,  Platii^,  and  Spaces,  and  Mr.  Foden 
Williams  gave  an  excellent  entertainment  consisting  of 
humorous  sketches  and  songs.  The  programme  was  brought 
to  a  close  hy  all  the  members  joining  in  "  Auld  Lang  Syne." 

Hr.  Brewis  proposed  a  vote  of  thanks  to  those  gentlemen 
who  had  taken  part  in  the  entertainment,  which  was  passed 
with  enthusiasm.  Mr,  Brown  proposed  a  vote  of  thanks  to 
the  Chairman,  which  was  cordially  received,  and  all  the 
members  then  dispersed. 


failures  anb  Sills  ot  Sale  in  Bnolanb 
an6  Males. 


According  to  Kemp's  Mtrcantilt  GastetU,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  Oct.  5th,  was  180,  : — viz. 
New  Bankruptcy  Proceedings  published  in  London  Gaatttt, 
91 ;  Deeds  of  Arrangement  registered,  89.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were: 
Bankruptcies,  92 ;  Deeds  of  Arrangemeut,  86— total,  178 ; 
being  an  increase  of  2.  The  total  number  of  commercial 
failures  recorded  during  the  40  weeks  of  the  present  year  is 
6,421 :  the  total  number  recorded  in  the  corresponding  40 
weeks  of  last  year  was  6,823,  showing  a  decrease  of  402. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  wed^  ending  Friday, 
Oct.  5th,  was  167.  The  number  in  the  corresponding  week 
of  last  year  was  189,  showii^  a  decrease  of  22.  T^total 
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number  filed  during  the  40  weeks  of  the  present  year  is 
5,843  ;  the  total  number  filed  in  the  corresponding  40  weeks 
of  last  year  was  6,420,  showing  a  decrease  of  377. 


Debentures. 


The  Mortg^^  and  Charges  r^steied  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
Friday,  Oct,  5th,  amounted  to  £5^2,85$,  by  way  of 
addition  to  ^^1(548.659,  previously  Issued  by  the  same 
compasiai.  The  amoant  r^[istered  in  the  corresponding 
week  of  last  year  was  £90^,9^,  showing  a  decrease  of 
;^4j2,o87.  The  total  amount  registered  during  the  40 
weeks  of  the  present  year  was  ^63,517,349  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  ^60,958,466  for  the  corresponding  40  weeks 
in  1905,  showii^  an  increase  of  /2, 558,883. 


The  Profession  In  Scotland. 


Will. 


An  inventory  of  the  estate  of  the  late  Archibald  Francis 
HamiltMi,  Chartered  Accountant  and  Stockbroker,  5  Gros- 
venor  Place,  Glasgow,  has  been  lodged  with  the  Sheriff 
Clerk  of  Lanarkshire,  at  Glasgow,  and  amounts  to  j^i  1,558. 


JibevdMB  Boele^  of  Aoooantuti. 


At  b  spedal  meeting  of  the  Society  of  Accountants  in 
Aberdem,  held  recently,  there  was  nnanimoosly  adopted  the 

following  resolution  :  "  The  Society  records,  with  sorrow,  the 
"death  of  the  last  survivor  of  its  original  members,  Mr. 
"  William  Milne,  which  took  place  at  his  residence,  40  Albyn 
Place,  Aberdeen,  on  the  gth  nit.  Mr.  Milne  was  closely 
"  associated  with  the  late  Mr.  Meston  in  forming  the  Society, 
"  and  has  all  along  taken  a  keen  interest  in  its  affairs.  He 
"  was  Preudent  for  a  period  of  years,  and  in  many  ways 
"  helped  to  further  its  interests.  The  Society  hereby  records 
"  not  only  its  high  appredation  of  the  valuable  services 
"  Mr.  Milne  rendered  it,  but  also  its  regard  for  his  kindly 
■■  disposition  and  high  character." 


a  paper  on  the  Solicitors  (Scotland)  Bill,  in  the  coarse  of 
which  he  urged  upon  the  Council  of  the  Incorpcwated  La« 
Society  that  no  effort  should  be  spared  in  getting  this  Bill 
passed  into  law,  or  at  least  the  greater  put  of  it^  npon 
which  they  were  all  agreed,  Mr.  Ifacphenoo  made  a 
suggestion  to  the  Council  of  the  desire  that  a  general  clause 
might  well  be  inserted  in  the  Solicitors  (Scotland)  Bill, 
making  it  illegal  for  a  legal  firm  bang  styled  "  &  company." 
The  solicitor's  qnalificatfon  was  only  a  personal  cme,  and 
only  the  names  of  existing  and  living  partnos  sfaonld  be 
allowed  in  a  firm's  name,  and  the  designative  term 
"&  company,"  which  generally  covered  a  nondescript 
multitude  of  sins,  should  be  prohibited  absolotely.  The 
public  had  a  right  to  know  who  the  individuals  were  who 
constituted  the  "  &  company."  He  specially  urged  upon 
the  Society  to  deal  with  the  unqualified  l^al  practitiooer. 


Ineorpopatod  Boolety  of  Lav  Itfonti  Is  Boottud. 


At  the  twenty-second  annual  meetiag  of  the  Incorporated 
Society  of  Law  Agents  in  Scotland,  held  at  Perth  on  the  4th 
intt..  Councillor  Thomas  Macpherson,  solicitor,  Perth,  read 


Sank  Kate  of  SHsconnt. 


April  5th  1906   3j«6 

May  4th   ,   4% 

June  2ist  ,   34% 

Sept.  13th   4% 

Oct.  iith   ,   5% 
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Thb  next  Examinations  will  be  held  on  the  following 
dates: — 

The  Intermediate  Examination  on  the  20th  and  21st 
November  1906. 

The  Final  Examination  on  the  27tb  28th,  and  igth 
November  1906. 

The  Preliminary  Examination  on  the  4th,  $th,  and  6th 
December  1906. 

Persons  desiring  to  present  themselves  for  examination 
mnst  give  notice  to  the  Council  at  least  thirty  days  before 
tbe  date  of  the  Examinations,  at  the  same  time  forwarding 
(be  examination  fee. 

Foil  particulars  and  forms  may  be  obtained  at  the  office 
of  the  Inttitnte,  Momate  Place,  London,  E.C.,  and  at  the 
Tutons  Branch  Libranes. 

By  order  of  the  Council, 

GEORGE  COLVILLE, 
OtteUrmS.  Sientofy. 
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XeaNng  Brtfcles. 

Local  Authorities  and  their  Work. 

'pHE  paper  on  "  Local  Authorities  and  their 
Work,"  read  by  Mr.  Percy  Ashley,  M.A., 
before  the  Chartered  Accountants  Students' 
Society  of  London,  and  duly  reported  in  our 
issue  of  the  8th  ult.,  will  be  found  extremely 
useful  to  those  of  our  readers  who,  without 
having  made  any  previous  study  of  the  subject, 
may  be  d^rous  of  now  t^nsid^^i]^^^^^^^ 
in  so  &r  as  may  be  necessary  to  enablcRhe 
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various  problems  raised  in  connection  with  the 
accounts  of  these  bodies  to  be  clearly  perceived 
in  their  due  proportion.  It  is  a  recognised 
rule  that  no  very  useful  inquiry  can  be  made 
into  the  system  of  accounts  most  suitable  for 
any  particular  undertaking  without  first  of  all 
ascertaining  the  exact  nature  and  constitution 
of  that  undertaking,  and  the  class  of  work  that 
it  has  to  perform.  This  rule  applies  with  the 
same  force  to  local  authorities  as  to  commercial 
concerns,  and  doubtless  some  of  the  crude 
ideas  that  have  been  put  for^rard  from  time  to 
time  have  resulted,  in  part  at  least,  from  its 
neglect.  Accordingly,  a  paper  dealing  in 
general  terms  with  the  nature  and  constitution 
of  local  authorities,  and  of  the  work  that  they 
have  to  perform,  will  be  found  of  no  small 
value. 

The  report  is  doubtless  somewhat  condensed; 
but,  if  so,  the  process  has  been  most  ably  per- 
formed, doubtless  by  the  lecturer  himself,  and  in 
consequence,  even  in  the  form  in  which  we  are 
able  to  present  it  to  our  readers  (comprising 
only  four  pages  of  this  journal)  it  deals  with 
the  subject  in  quite  sufficient  detail  to  answer 
what  we  take  to  be  its  most  useful  purpose,  as 
indicating  the  nature  of  these  undertakings  by 
way  of  preface  to  a  study  of  the  sji^tem  of 
organisatioiT  and  accounts  best  suited  to  enable 
their  work  to  be  conducted. 

Mr.  Ashley  points  out  that  the  powers  of 
any  local  authority  must  be  sought  for  from 
four  distinct  sources — Constituent  Acts,  General 
Acts,  Adoptive  Acts,  and  Local  or  Private  Acts. 
And  inasmuch  as  these  last-named  not  infre- 
quently override  the  others,  at  all  events  in 
part,  it  will  be  seen  that  the  question  of  the 
precise  powers  of  any  particular  local  authority 
is  one  that  cannot  be  answered  off-hand,  but 
requires  very  careful  consideration.    It  may  be 


added  that,  when  one  comes  to  d^l  with  this 
point  practically — that  is  to  say,  in  its  bearing 
upon  the  form  of  the  accounts — it  is  important 
to  remember  that,  while  several  rates  are  levied 
in  every  locality,  each  for  distinctive  purposes, 
those  purposes  are  by  no  means  uniform 
throughout  the  countiy,  services  which  are  paid 
for  out  of  one  rate  in  some  parts  being  charge- 
able against  another  rate  elsewhere.  While 
those  services  are  controlled  by  distinct 
authorities  there  is,  no  doubt,  a  good  deal  to  be 
said  in  favour  of  distinctive  rates ;  but,  where 
they  are  under  the  same  control,  it  is  difficult 
to  perceive  what  advantage  is  gained  by  the 
retention  of  the  somewhat  complicated  system 
of  raising  separate  rates,  that  is  of  sufficient 
intrinsic  importance  to  justify  the  continuance 
of  so  complicated  a  process. 

The  functions  of  local  authorities  are  also 
divided  by  the  lecturer  under  four  headings : — 
Protection  of  life  and  property;  quasi-essential 
(including  health  and  education);  recreative; 
and  trading.  But  it  is  very  properly  pointed  out 
that  if  this  classification  be  adopted,  the  supply 
of  water  may  sometimes  come  under  the  second 
instead  of  the  fourth  heading— that  is  to  say, 
on  account  of  the  sanitary  importance  of  good 
and  plentiful  water,  it  may  be  thought  desirable 
that  the  local  authority  should  undertake  its 
supply,  even  although  it  can  never  be  expected 
to  produce  a  profit.  But,  apart  from  this 
obviously  exceptional  form  of  municipal 
"  trading,"  it  may  be  questioned  whether  the 
term,  as  applied  to  services  which  are  the 
monopoly  of  the  local  authority,  is  ever  very 
apt;  suggesting,  as  it  undoubtedly  does,  that 
the  municipality  has  stepped  into  the  shoes  of 
the  capitalist,  and  will  thereafter  reap  his  profits 
and  apply  them  to  the  public  services.  This 
may  at  one  time  have  been'lhe  ^^j^^Stl  policy 
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of  local  authoriti^,  but  at  the  present  time  at 
least  it  is  very  generally  disclaimed.  It  is  now 
urged  that  the  duty  of  the  local  authority  is 
not  to  make  all  the  profit  it  can,  but  rather  to 
supply  the  best  service  possible  at  the  minimum 
charge.  It  would  be  beyond  the  scope  of  the 
present  article  to  discuss  the  reasonableness  of 
this  view,  but  it  now  represents  the  attitude 
generally  adopted  by  municipalities ;  and,  that 
being  so,  the  expression  "  trading  depart- 
ments" scarcely  describes  the  nature  of  the 
operations  sought  to  be  performed.  So  long 
as  the  department  is  described  as  trading,  or 
as  remunerative  or  productive,  one  naturally 
expects  to  find  it  .  producing  some  such  profit 
as  might  in  reason  have  been  expected  from 
a  similar  concern  run  upon  an  individualistic 
basis,  and  however  much  such  comparisons 
may  be  deprecated,  they  will  doubtless  continue 
to  be  made. 

This  point  is  of  practical  interest  for  our 
present  purpose,  in  that  it  seems  to  us  that  it 
ought  to  be  settled  once  for  all  whether  or  not 
such  comparisons  are  justifiable,  or  even  prac- 
ticable. If  they  be  proper,  then  the  accounts 
of  these  so-called  trading  departments  should 
be  so  framed  as  to  render  their  comparison 
with  those  of  individualistic  undertakings 
possible. 

When  the  lecture  now  before  us  was 
origiaally  drafted  it  was,  we  understand, 
framed  as  introductory  to  a  second  carrying 
the  subject  further,  doubtless  upon  the  lines 
that  we  have  already  suggested.  Mr.  Ashley's 
acceptance  of  an  important  Government 
appointment  has  naturally  interiered  with  this 
plui,  bnt  we  understand  that  arrangements 
have  been  made  for  the  delivery,  during  the 
ensuing  session,  of  a  lecture  on  the  accounts  of 
local  authorities  by  Mr.  T.  H.  Clare,  the 


Treasurer  of  the  city  of  Birmingham,  a  well- 
known  authority  upon  the  subject,  and  this 

will  doubtless  be  welcome  news  to  our  readers, 
especially  to  those  who  are  members  of  the 
London  Students'  Society. 


The  Suggested  Abolition  of  Credit. 

'THE  article  upon  the  above  subject,  which 
we  reproduced  from  the  columns  of  the 
Evening  Standard^  upon  p.  361  of  our  issue  of 
the  29th  ult.,  raises  in  a  very  interesting  form 
a  question  that  has  more  than  once  been 
referred  to  in  these  columns. 

Probably  the  most  frequent  cause  of  failure, 
other  than  fraud,  is  excessive  losses  through 
bad  debts,  and  having  regard  to  the  circum- 
stance that  eveiy  year  some  thousands  of 
persons  are  committed  to  prison  solely  because 
of  their  inability  to  pay  debts  which  they 
had  previously  contracted,  our  contemporary 
raises  the  question  as  to  whether  it  would  not 
be  in  the  interests  of  debtor  and  creditor  alike 
if  the  Statute  of  Limitations  were  to  be 
modified.  It  suggests  that  the  creditor's  right 
of  action  should  be  confined  to  a  period  of 
twelve  months  after  the  creation  of  the  debt, 
01  the  last  effective  acknowledgment  thereof. 
It  goes  without  saying  that  some  step  must  be 
taken  to  remove  the  existing  anomaly  under 
which,  while  imprisonment  for  debt  is  supposed 
to  have  been  abolished  altogether,  it  should 
still  remain  in  existence,  and  is  probably  in 
greater  force  than  ever.  Bearing  in  mind 
the  number  of  failures  among  small  traders 
owing  to  excessive  losses  through  bad  debts, 
wholesale  dealers  would  certainly  welcome 
any  form  of  legislation  that  rendered  the 
reckless  giving  of  credit  increasingly  difficult, 
even   if  it   to  some   extent   restricted  the 
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volume  of  trade.  The  question  that  has  to  be 
considered,  however,  is  as  to  whether  the 
reduction  of  the  statutory  period  of  limitation 
to  twelve  months  would  produce  the  effect 
sought  to  be  attained,  and  also  as  to  whether 
it  would  produce  it  without  creating  evils  in 
an  altogether  different  direction. 

In  commenting  upon  the  Evening  Standard's 
suggestions  The  Solicitors'  Journal  throws  a 
doubt  Upon  the  efficacy  of  these  suggestions, 
but  admits  that  it  would  be  well  for  everybody 
concerned  if  cash  transactions  between  trades- 
men and  customers  were  universal,  and  credit 
were  dispensed  with.  It  points  out  that  under 
these  circumstances  County  Courts  would  get 
rid  of  the  most  tedious  and  distasteful  part  of 
their  work.  It  is  sceptical,  however,  of  the 
beneficial  results  of  a  shorter  statutory  period 
of  limitation.  There  are,  our  contemporary 
says,  certain  classes  of  trade  and  certain 
classes  of  society  in  which  the  accounts  are 
allowed  to  run  on  for  more  than  a  year  with- 
out proceedings  being  taken,  but  in  such  cases 
the  traders  are  well  able  to  look  after  them- 
selves, and  the  customers  call  for  no  special 
interference.  In  the  vast  majority  of  cases, 
however,  and  in  practically  all  those  cases 
which  result  either  in  the  bankruptcy  of  the 
shopkeeper  or  the  ultimate  imprisonment  of 
the  customer,  it  is  thought  that  the  former 
brings  pressure  to  bear  well  within  the  year, 
and  that,  therefore,  the  shortening  of  the 
statutory  period  would  effect  no  practical 
alteration  in  existing  conditions ;  while  in  cases 
outside  this  class,  where  a  year's  credit  is  often 
quite  customary,  it  is  thought  that  a  maximum 
of  twelve  months  would  be  found  both 
unnecessary  and  inconveniently  short.  At  the 
same  time  The  Solicitors^  Journal  is  apparently 
inclined  to  think  that  a  shortening  of  the 


limitation  in  contract  and  tort  to  two  years 
might  possibly  be  attended  with  benefit, 
though  it  would  be  necessary  to  make  provision 
for  certain  cases  where  the  cause  of  action 
accrues  without  the  person  injured  having  any 
immediate  means  of  discovering  it. 

Of  course,  the  Evening  Standard  never 
suggested  a  limit  of  twelve  months  in  the  case 
of  torts,  but  if  with  regard  to  liabilities  arising 
out  of  torts  a  period  of  twelve  months  is  too 
short,  a  fortiori  is  a  period  of  six  years  quite 
unnecessarily  long,  and  we  entirely  agree  that 
a  two  years'  limit  would,  in  such  cases,  be 
found  a  material  improvement  upon  the  existing 
limit.  As  to  contract  debts,  we  think  that 
while  the  Evenii^  Standard  was  necessarily 
dealing  with  the  matter  in  general  and  quite 
non-technical  language,  it  is,  in  the  main,  quite 
right  in  its  views,  even  although  naturally  they 
would  have  to  be  more  clearly  and  definitely 
expressed  before  being  made  the  subject  of 
legislation.  A  twelve  months'  limit  would  in 
many  cases  undoubtedly  prove  all  too  short ; 
but  any  legislation  that  would  have  the  effect 
of  discouraging  undue  credit,  particularly  among 
the  poorer  classes,  would  be  to  the  advantage 
of  the  community ;  and  it  occurs  to  us  that 
much  might  be  accomplished  in  this  direction 
upon  the  lines  of  a  more  general  application  of 
the  principles  involved  in  the  Innkeepers'  Act,  ' 
so  far  as  that  measure  relates  to  actions  for  the 
recovery  of  debts  due  by  customs.  So  far  as 
our  memory  serves  us,  no  innkeeper  can 
recover  at  law  a  debt  exceeding  3^20,  or  more 
than  six  months  old ;  and,  inasmuch  as  we  have 
never  heard  anycomplaints  againstthis  measure, 
we  feel  that  it  may  be  reasonably  assumed  that 
it  works  well  in  practice.  In  these  days  of 
special  legislation  for  shop  assistants  there 
ought,  we  should  imagine,  to  be  ncjjKirticular  1 
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difficulty  in  defining  with  sufficient  exactness 
the  cl^s  which  are  ordinarily  understood  to  be 
covered  by  the  expression  "  small  shopkeeper/' 
and  to  these  the  provisions  of  the  Innkeepei^' 
Act  might  well  be  applied,  and  the  pecuniary 
limit  might  even,  we  think,  be  somewhat 
reduced. 

The  only  possible  objection  to  class  legis- 
lation of  this  description  would  be  that  the 
small  trader  would  be  prohibited  from  giving 
excessive  credit  while  the  multiple-shop  trader 
would  be  free  to  continue  doing  so.  Prima  facie 
this  might  appear  un&ir  to  the  first-named. 
We  very  much  question,  however,  in  the  first 
place  whether  he  would  lose  anything  by  being 
debarred  from  the  privilege  of  making  bad 
debts ;  while,  so  far  as  our  experience  goes,  the 
multiple-shop  trader  invariably  transacts  a  cash 
business,  and  would  thus  not  take  advantage  of 
any  immunity  that  the  Legislature  might  afford 
him.  It  may,  of  course,  be  argued  that  if 
legislative  restrictions  were  placed  upon  the 
acquisition  of  the  necessities  of  life  upon  credit, 
the  impecunious  would  perforce  be  driven  to 
money-lenders  to  enable  them  to  buy  what  they 
really  required  in  times  of  special  need.  We  are 
inclined  to  doubt  whether  much  harm  would  be 
fbimd  to  result  from  this  in  practice,  for  it  is 
not  a  distinguishing  feature  of  money-lenders* 
methods  to  advance  moneys  without  security  to 
those  who  are  out  of  employment,  or  otherwise 
impecunious.  But  in  any  event  the  ultimate 
position  could  hardly  be  worse  than  under 
present  conditions :  even  then  the  loss  (if 
any)  would  fall  upon  a  money-lender  rather 
than  upon  one  of  the  trading  community,  while 
the  marked  disinclination  of  County  Court 
Judges  to  commit  to  prison  money-lenders' 
debtors  would  doubtless  still  continue,  and  thus 
the  number  of  such  committals  might  reason- 


ably be  expected  to  be  reduced  even  although 
the  credit  business  were  to  be  merely  transfmed 
from  traders  to  financiers,  so  called. 

For  our  own  part,  however,  we  are  more 
hopeful  as  to  the  future,  for  the  present 
deplorable  state  of  affairs  arises  in  the  great 
majority  of  instances  not  so  much  from  any 
sudden  fiiilure  of  supplies  as  from  a  gradual 
and  increasing  habit  of  living  beyond  one's 
means,  which  is  undoubtedly  fostered  by 
the  ease  with  which  credit  can  be  obtained 
even  by  those  who  are  possessed  of  no 
capital.  Any  form  of  legislation  which  threw 
reasonable,  and  not  unnecessarily  excessive, 
difficulties  in  the  way  of  obtaining  such  credit 
would  doubtless  con  d  uce  to  better  and 
financially  sounder  methods  all  round ;  and  in 
the  long  run,  so  far  from  tending  to  contract 
the  volume  of  trade,  would,  we  are  convinced, 
produce  a  gradual  increase  in  the  purchasing 
power  of  all  classes,  as  the  result  of  an  immunity 
from  heavy  and  undesirable  losses  by  way  of 
bad  debts,  which  would  enable  prices  to  be 
lowered  without  any  corresponding  loss  of 
income.  Be  that  as  it  may,  it  seems  clear  that 
something  must  be  done  to  check  the  existing 
tendencies;  and,  so  far  as  we  are  aware,  the  only 
practicable  suggestion  on  the  subject  is  that  for 
which  the  Evening  Standard  is  responsible. 


The  Association  of  Cfaambc»  of  Commerce. 

"THERE  was  a  full  gathering  of  the  Associa- 
tion of  Chambers  of  Commerce  of  the 
United  Kingdom  at  Bristol,  under  the  presidency 
of  Sir  William  H.  Holland,  M.P.,  when 
several  resolutions,  which  by  this  time  may 
almost  be  regarded  as  annual  events,  were 
duly  passed.  Among  %^d^<€<Bl^gk 
prove  of  interest  to  our  readers  were  th 
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following : — A  resolution  proposed  by  Mr. 
H.  HuRRELL,  expressing  the  opinion  that 
bankers  should  be  required  by  law  to  send 
notices  half-yearly  to  holders  of  deposit 
notes  of  the  amounts  remaining  on  deposit — a 
suggestion  that  would  undoubtedly  prove  a 
convenience  to  many,  and  could  harm  no  one 
except  those  banks  which  rely  upon  unclaimed 
deposits  to  inflate  Secret  Reserves.  A  resolu- 
tion was  also  proposed  by  Mr.  A.  M.  Scarff, 
regretting  that  nothing  was  done  by  the 
Departmental  Committee  on  Income  Tax  with 
a  view  to  removing  any  of  the  numerous 
anomalies  in  the  law  and  practice  as  they  now 
exist  which  are  so  fruitful  of  dissatisfaction  and 
injustice,  and  expressing  the  opinion  that  the 
time  has  now  arrived  when  the  whole  of  the 
Income  Tax  Acts  should  be  reconsidered  and 
codified.  We  do  not  quite  understand  what 
the  Departmental  Committee  referred  to  was 
expected  to  do,  beyond  reporting  on  the 
evidence  produced  before  it;  but  it  is  only 
natural  that  the  obviously  official  bias  that  runs 
through  this  Report  should  be  resented  by  a 
community  of  business  men,  and  in  view  of  the 
fact  that  income-tax  must  now  undoubtedly  be 
regarded  as  a  permanent  impost,  the  argument 
in  favour  of  the  codification  and  reconsideration 
of  the  various  provisions,  which  were  quite 
sufficiently  adequate  as  a  temporary  expedient, 
is  certainly  well  justified  by  the  circumstances. 

Mr.  Charles  Charleton  proposed  a  resolu- 
tion on  the  subject  of  the  disfranchisement  of 
limited  companies ;  but  apparently  stopped 
short  of  carrying  his  suggestion  to  its  logical 
conclusion,  thus  leaving  it  in  a  maimed  state, 
where  it  remains  at  the  mercy  of  all  opponents. 
It  may  well  be  argued  that  it  is  quite  unneces- 
sary that  a  company,  as  such,  should  be 
possessed  of  voting  power,  seeing  that  each  of 


its  various  members  already  possesses  a  vote  as 
an  individual.  If  the  analogy  is  worth  anything 
at  all  it  should,  we  think,  be  carried  to  its 
legitimate  conclusion,  and  a  vote  should  be 
claimed  in  the  district  of  the  registered  office 
or  other  place  of  business  of  the  company  for 
every  member  upon  its  register,  on  the 
principle  that  such  members  are  but  partners, 
and  should  thus  possess  the  same  privileges 
of  dual  voting  as  partners  in  private  firms. 
There  might  be  a  good  deal  of  difficulty  in 
making  out  a  strong  case  upon  these  lines, 
but  there  seems  to  us  far  more  difficulty  in 
finding  arguments  in  favour  of  the  middle 
course  of  treating  each  company  as  a  separate 
individual  entitled  to  its  own  vote. 

A  motion  on  company  law  amendment  was 
also  moved  by  Mr.  F.  Faithfull  Begg,  of 
London,  but  although  quite  harmless  in  itself 
it  seems  to  us  that  this  was  uncalled  for  in  view 
of  the  fact  that  the  subject  is  already  being 
considered  by  the  Board  of  Trade,  and  will 
apparently  be  brought  before  Parliament  in  the 
near  future.  In  the  case  of  a  resolution  express- 
ing approval  of  the  Prevention  of  Corruption 
Bill  the  motion  was  withdrawn  at  the  sugges- 
tion of  the  President  in  view  of  the  fact  that  the 
Bill  had  become  an  Act.  One  cannot,  of  course, 
go  quite  so  far  with  regard  to  the  Companies 
Acts,  but  we  have  at  least  an  amended  Table 
A,  and  the  assurance  of  legislation  at  an  early- 
date,  in  the  face  of  which  it  is,  we  think, 
desirable  to  avoid  the  appearance  of  undue 
impatience. 

HOleeltls  Dotes. 

■nnioipia  Cftptui  The  Local  Goveroment  Board  auditor 
ExpendUiin.  has,  we  understand,  surcharged  the 
Mayor  of  Dover  £^oi  as  being  ihe  interest 
borrowed  to  purchas^j^^^^^j«:^^)(^i)fl|^J^cause 
the  money  was  borrowed  before  tbeOxnueat  of 
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the  Board  was  received.  Of  course,  when  the  Legis- 
lature provides  that  do  local  authority  shall  raise 
loans  without  first  obtaining  the  sanction  of  the  Local 
Government  Board,  the  authority  of  the  department 
must  be  vindicated  unless  all  financial  control  is  to  be 
lost ;  but,  on  the  other  hand,  if  the  mie  is  to  be  inter- 
preted strictly,  and  all  charges  in  respect  of  interest  on 
temporary  loans  are  to  be  surcharged,  no  matter  how 
urgent  the  occasion,  it  is  clearly  not  merely  equitable, 
but  also  necessary,  in  the  interests  of  good  government, 
that  the  decision  of  the  Local  Government  Board  should 
be  promptly  given  whenever  application  for  a  loan  is 
made.  In  the  case  under  review,  we  understand  that 
it  was  nine  months  before  the  Board  gave  its  consent  to 
the  application  to  borrow,  and  that  in  the  meantime 
the  acquisition  of  the  schools  had  been  approved  by  the 
Education  Department  and  was  absolutely  necessary 
to  enable  the  requirements  of  the  situation  to  be  met. 
That  bong  so,  we  doubt  not  that  in  the  ordinary  course — 
that  is  to  say,  after  the  requisite  expenditure  of  red- 
tape  and  the  usual  amount  of  wrangling — the  surcharge 
will  be  graciously  remitted.  Such  an  action  will  remove 
the  first  and  most  obvious  injustice,  but  it  does  not  do 
away  with  the  fundamental  ground  for  complaint — 
namely,  that  the  Government  Department  whose  duty 
it  is  to  supervise  the  expenditure  of  local  anthorities  is 
so  dilatory  in  its  methods  that  of  necessity  expenditnre 
has  frequently  to  be  incurred  beforehand  and  the 
requisite  permission  obtained  afterwards.  In  the  nature 
of  thin^  no  efiiclent  system  of  control  can  obtain  while 
sudi  methods  continue. 


„    ^  .  For  some  little  time  since  there  have 

Bctnni  and  been  complaints  of  the  manner  In 
caanifloatUni.  which  the  classification  of  the  articles 
dealt  with  in  our  monthly  Board  of  Trade  returns  is 
carried  out.  Attention  has  been  particularly  directed 
to  the  failnre  to  discriminate  between  partly-manufac- 
tured goods  which  are  almost  ready  for  consumption 
and  thoee  which  but  sightly  differ  from  raw  material 
It  is  said  to  be  absurd  that  our  statistics  should  include 
amoog  the  "wholly  or  mainly  manufactured  articles" 
such  thii^  as  pig-inm,  pig-lead,  ingot  tin,  crude  zinc, 
and  rabbit  skins,  which  are  useless  unless  they  pass 
through  some  process  of  manufacture  or  are  utilised  in 
the  course  such  process.  The  Financial  News,  in  a 
recent  article,  expresses  a  hope  that  the  Statistical 
Department  of  the  Board  of  Trade  idll  not  overlook 
the  new  classification  adopted  by  the  United  States' 
D^artment  of  Commerce.    The  principal  point  to 


which  our  contemporary  directs  attention — and  we 
think  the  point  is  one  which  really  merits  attention — 
is  that,  while  oar  second  and  third  classes  embrace 
"  raw  materials  and  articles  mainly  unmanufactured," 
and  "  articles  wholly  or  mainly  manu&ctured,"  the 
Washington  authorities  provide  a  further  class  which 
is  very  badly  wanted  in  our  own  returns.  Thefr 
classes  are,  crude  materials  for  use  in  manufacturing," 
"  mannfactnres  for  further  use  In  manufacturing,"  and 
"  manufactures  ready  for  consumption."  It  will  be 
noticed  that  a  re-grouping  is  practically  all  that  the 
Washington  Department  has  undertaken,  and  since 
the  splitting  of  the  misleading  "  articles  wholly  or 
mainly  manufactured  "  is  so  small  a  roatter/and  would 
improve  our  returns  so  much,  there  may  possibly  be 
some  chance  of  the  suggestion  made  by  our  contem- 
porary being  adopted. 


ShoBid  tiM  lAw  ^'*«'  /w**^"'  8ay8  that  the  sugges- 
Dni  Willi      tion  made  by  the  President  of  the  Law 

Bpandthruu?  Society,  that  the  Courts  should  have 
power  to  deprive  spendthrifts  of  the  capacity  for  deal- 
ing with  their  propoly,  merits  careful  attention.  We 
are  told  that  in  many  countries  such  a  power  is  capable 
of  being  exercised  ;  for  instance,  in  France  a  Prodiguc 
can  be  prohibited  from  going  to  law,  bom  borrowing 
or  receiving  money,  or  from  alienating  or  encumbering 
his  property  without  the  assistance  of  a  counsel 
appointed  by  the  Tribunal  of  First  Instance.  The 
family  council,  which  has  also  been  suggested,  is  like- 
wise a  well-known  institution  abroad.  In  Ftance  it  is 
summoned  by  the  Juge  de  Paix,  consists  of  six  rela- 
tives,  has  power  to  appoint  guardians  for  orphan 
children,  and  must  be  convened  to  give  its  opinion  to 
the  Court  on  the  condition  of  an  alleged  lunatic  or 
prodigal.  After  receiving  the  opinion  of  the  family 
council,  the  Court  examines  in  private  the  person 
whom  it  is  sought  to  restrain  from  dealing  with  his 
property,  and  it  gives  judgment  after  hearing  the  con- 
clusions of  the  Pnblic  Prosecutor. 


Ths  DaFhaa  asd  Xhe  accounts  of  the  Durham  and 
^^Jl^^      Yorkshire  Fire  Insurance  Company, 

0«mpu7,  Lim.  Lim,,  for  the  year  ended  the  3i8t 
August  last  have  been  forwarded  to  ns  for  comment. 
These,  while  presenting  no  very  special  features,  show 
a  very  satisfactory  result  upon  the  year's  working, 
permitting  the  payment  Of  a  dividend  at  the  rate  of 
10  per  cent,  per  annum,  free  of  income-tax,  and  the 
carrying  to  Reserve  of  an  amount  nearly  fou^mes  ^ 
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la^.  Fire  losses  have  only  amounted  to  8  per  cent, 
on  the  premiam  income,  but  tbe  working  expenses  come 
to  42  per  cent. 


ThB  British  We  have  from  time  to  time  devoted  so 
^HMuraru^     much  space  to  the  discussion  of  the 

JLuooiatioB.  metric  system  and  decimal  coinage, 
that  we  think  it  only  fiur  to  draw  attention  to  the 
second  annual  report  of  the  British  Weights  and 
Measures  Association  that  has  recently  been  issued. 
The  object  of  this  Association  is  to  voice  theother  side, 
and  especially  to  draw  attention  to  the  practical  objec- 
tions that,  it  ifi  thought,  will  attend  any  alteration  of 
existing  standards.  That  these  objections  are  by  no 
means  imaginary  is,  it  is  alleged,  shown  by  the  fact 
that  the  metric  systeni  has  for  many  years  been  legal 
in  this  country,  but  yet  is  never  used — a  circumstance 
which  certainly  lends  colour  to  the  argument  that  it 
-obviously  cannot  be  all  that  its  advocates  paint  it.  It 
is  at  least  worthy  of  note  that  at  the  Universal  Postal 
Congress  it  was  decided  that,  after  the  ist  October, 
the  one  ounce  weight  should  be  substituted  for  the  ao 
grammes,  a  circumstance  which  suggests  that  there  is 
still  a  good  deal  of  life  In  the  old-fashioned  British 
weights  and  measures.  On  the  other  hand  tbe 
announcement,  made  a  few  days  since,  that  Kynoch's, 
Lim.,  intended  to  adopt  the  metric  system  for  weights, 
measures,  and  coinage  seems  to  somewhat  upset  the 
balance  of  tbe  argument. 


Ttas  QntitleB  o(  '^he  Corporation  of  Bombay  stitl 
-Tlnia  In  Bulwr.  persist  in  adhering  to  local  time,  while 
all  the  commercial  associations  have  adopted  standard 
time.  It  is  reported  thai  two  local  merchants  have 
fallen  foul  of  one  another  on  this  point.  They  had 
entered  into  a  forward  contract  for  one  hundred  bales 
of  cotton,  and  the  delivery  order  was  tendered  at  a 
quarter  past  twelve  (local  time),  but  the  purchaser  refused 
'acceptance,  daiming  that  it  was  a  quarter  of  an  hour 
late.  Tbe  matter  ultimately  came  before  the  Chief 
Judge  of  the  Small  Causes  Court,  who  held  that  the 
tender  was  actually  in  advance  of  tbe  hour  according 
to  the  rule  of  tbe  Bombay  Cotton  Trade  Association, 
which  has  adopted  standard  time.  A  contemporary 
neatly  says,  "Those  who  pay  the  piper  have  the  right 
to  fix  the  time." 


tawrlaaa      It  is  reported  that  a  cent  a  mile 
R^var  Fms.    mileage  tickets  are  now  being  issued 
by  the  Pennsylvania  Railroad.   The  books  of  tickets, 


available  for  i,ooo  miles,  are  transferable,  and  are  not 
confined  to  any  particular  train.  Other  roads  are 
following  suit,  it  is  said,  and  this  victory  o(  the  cheap 
fare  advocates  will  doubtless  be  popular  in  the  States, 
while  the  system  of  issuing  tickets  in  books  is  one  that 
merits  consideration  in  this  country.  Something 
similar  is,  we  bdieve,  already  in  vogue  on  the  North 
Eastern  Railway. 


Biwre  Tnuiifan  The  following  notice  was  posted  in  the 
and  Hm  Hanui.  stock  Exchange  last  week  :— 

"The  attention  of  the  Committee  for  General 
Purposes  has  been  directed  to  the  practice  which  has 
recently  become  more  common  for  English  companies 
to  accept  deeds  of  transfer  of  shares  or  stock  into  the 
name  of  firms  instead  of  the  old  practice  whereby 
securities  were  registered  in  one  or  more  Individual 
names. 

The  Committee  are  of  opinion  that  this  practice, 
except  in  cases  of  firms  roistered  under  the  Limited 
Liability  Acts,  is  a  dangerous  one,  and  they  have  on 
more  than  one  occasion  ruled  as  a  bad  delivery  the 
transfer  out  of  the  name  of  a  firm  agned  as  a  firm,  even 
though  such  transfer  would  be  accepted  for  registration 
by  the  company  in  questfon. 

As  these  decisions  may  not  be  generally  known,  tbe 
Committee  consider  it  deurable  to  notify  their  effect  to 
tbe  House." 

Company  secretaries  usually  insist  on  tbe  names  of 
individuals  being  inserted  as  transferees,  although  we 
do  not  know  of  any  U^al  objection  to  firm  names  being 
employed.  Some  difficulty  might  arise  with  r^ard  to 
dissolution,  and  it  has  been  sn^ested  that  the  signa- 
tures of  actual  persons  act  as  a  safeguard  against 
fraud,  although  we  fear  there  is  not  much  weight  in  the 
argument.  We  shall  be  glad  to  hear  from  any  of  oar 
readers  who  have  met  with  difficulties  on  the  point  in 
actual  practice. 


The  Bxteniioa  Comment  has  been  made  on  the  fact 
of  Land  Tnuurer  that  the  President  of  the  Law  Society 

Btttfniatiftos.  address  at  the  recent  provincial 

meeting  did  not  refer  to  the  expressed  intention  of  the 
Land  Registry  to  extend  its  operations  all  over 
England.  The  inconvenience  which  compulsny  regis- 
tration has  imposed  on  the  transfer  of  land  in  London 
has  occasioned  much  criticism,  and  Mr.  Attlee,  in 
excusing  his  omission  to  deal  with  the  point,  explained 
that  it  was  due  to  the  fact  that  the  use  of  adjectives 
with  regard  to  the  proposal  was  inexpedient,  since  it 
was  probable  that  he  would  have  to  negoti^  with  the 
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Lord  Chancellor.  A  legal  contemporary  says  that  the 
reasons  which  exist  against  the  proposal  are  so  strong 
that  th^  need  no  adjectives,  and  nothing  more  was 
reqoired  than  a  calm  and  temperate  statement  of 
them.  A  general  doubt  is  expressed,  seeing  that  the 
profession  is  unanimous  in  desiring  to  prevent  the 
extension  of  compulsory  registration,  as  to  whether  the 
course  pursued  by  the  President  was  well  advised. 


BmOni  week,  after  a  long  and  interesting 

VBUMttoB.  debate,  the  City  Corporation  decided 
to  promote  a  Bill  in  Parliament  for  the  amalgams^tion 
of  the  112  City  parishes,  to  give  the  Corporation  the 
powers  of  Overseers,  and  to  be  the  sole  authority  for 
collecting  rates  in  the  City.  We  referred  to  the  matter 
in  these  columns  when  it  was  In  the  suggestion  stage  a 
week  or  two  ago. 


ihi  riiifiiiiitiii  °'       extent  that  some  of 

«c  ijwiatlna  la  the  operators  on  the  cotton  market 
*>"**^       stand  to  lose  at  the  settlement,  through 

the  scare  over  a  scarcity  of  the  raw  article,  may  be 
gathered  from  the  fact  that  a  rise  of  one  point  on  a 
hundred  bales— the  lowest  amount  traded  in— means 
a  loss  of  A  rise  of  73  points  (which  actually 
took  place  a  week  or  two  ago)  would  entail,  therefore, 
a  loss  of  ;f  150. 


na  Iddatr  at  lasne  we  w«re  able  to  place 

iMsntutsaad  before  our  readers  a  full  report  of 
the  proceedings  commemorating  the 
twenty-first  anniversary  of  the  foundation  and  incor- 
poratkm  the  Society  of  Acconntants  and  Auditors. 
We  shall  deal  editorially  with  the  various  points  of 
interest  arising  out  of  these  proceedings  in  our  next 
and  ftdlowing  issues.  In  our  report  of  the  proceedings 
the  name  (rf  the  first  Freddent  of  the  Dominion 
Association  of  Chartered  Accountants  should  have  been 
given  as  Mr.  John  Hyde  (Montreal).  In  addition  to 
the  extract  from  Mr.  Hyde's  letter  sent  to  the  delegate 
of  the  Ontario  Institnte  and  read  at  the  meeting,  we 
are  asked  to  add  the  statement  read  from  the  letter 
covering  the  resolution  of  the  institute  of  Chartered 
Acconntants  of  Ontario,  and  written  by  the  Institute's 
Secretary,  Mr.  David  Hoskins  (Toronto) :  "  My 
"Conncal  appreciates  every  opportunity  which  presents 
"itself  to  the  end  that  a  closer  understanding  may 
"  exist  on  the  part  of  professional  acconntants  in  the 
" '  mother  country '  and  the  Colonies." 


Moalolpal 


Mr.  Dixon  H.  Davies  read  an  interest- 
ing paper,  entitled  "  On  Certain  Uncon- 
stitutional Tendencies  of  the  Local  Government,"  at 
the  recent  provincial  meeting  of  the  Law  Society. 
After  dealing  with  the  opposition  offered  by  the  London 
County  Council  last  session  to  the  Power  Bill,  Mr. 
Davies  said  that  the  corporations  Boding  it  impossible 
to  place  their  stocks  were  now  making  Bill  issues ;  but 
the  Corporation  Bill  had  an  opposite  effect  to  that 
exercised  by  the  Mercantile  Bill,  for  it  was  used  not 
for  floating  over  a  temporary  occasion,  but  to  put  off 
the  meeting  of  a  permanent  liability.  After  touching 
upon  the  non-voting  powers  of  companies,  he  con- 
tended that  the  local  authorities  were  no  longer 
content  with  the  rdle  of  decentralised  executives. 
He  thought  the  following  rekums  would  impose  a 
national  and  constitutional  check  upon  the  policy  of 
expansion,  and  would  gradually  reduce  and  ultimately 
abolish  the  communistic  trading  which,  in  his  opinion, 
had  been  the  occasion  of  all  the  mischief,  (i)  Let 
the  House  of  Commons  assume  the  control  of  the 
local  finances,  which  have  a  national  as  well  as  a 
local  bearing,  for  the  reason  that  the  local  authorities 
in  effect  pledged  the  national  credit,  therefore  it  should 
be  expected  that  the  Secretary  of  the  Local  Govern- 
ment Board  should  make  his  statement  to  the  Com- 
mittee of  Ways  and  Means  on  the  local  finances,  just 
as  the  Chancellor  of  the  Exchequer  on  the  national, 
and  the  local  appropriation  should  be  passed  in  the 
same  Committee.  (2)  Whenever  capital  is  proposed 
to  be  raised  loan  in  any  town  tiiere  should  be  a 
special  borough  meeting  at  which  all  ratepayers  should 
be  entitled  to  vote  whether  company  or  otherwise,  on 
the  principle  of  one  vote,  one  value.  At  such  meet- 
ings no  municipal  employee  should  vote.  (3)  The 
Trustee  Act,  which  renders  the  securities  of  all  towns 
available  for  trust  investment,  should  be  amended  so 
as  to  exclude  from  that  privilege  the  proportion  of  any 
debt  which  should  be  in  excess  of  two  years*  assessable 
value.  (4)  The  municipal  accounts  should  be  sub- 
jected to  audit  by  experienced  commercial  accountants, 
who  should  exhibit  a  true  and  intelligible  account  of 
each  department  separately.  Commenting  upon  this 
paper  The  Municipal  Journal  suggests  that  Mr.  Davies 
should  deal  on  the  same  lines  with  "  the  unconstitu- 
tional tendencies  of  power  supply  companies."  And  it 
is  said  to  be  an  extraordinary  tact  that  bodies  which 
are  so  brilliantly  successful  in  carrying  out  drainage 
and  improvement  works  should  mis«^ly  fail  when 
they  attempt  the  constriBt^iecPrfy  t^J^^^g 
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contemporary  tbiDks  that  with  regard  to  the  suggested 
reforms  the  doctor  would  cure  his  patient  by  starving 
him.  The  following  paragraph  practically  sums  up 
this  official  criticism :  **  Of  course,  Mr.  Davies  does  not 
"  really  mean  what  he  says.  He  would  be  just  as  well 
"  satisfied  if  Parliament  were  to  pass  a  short  Bill 
"  ordering  the  sale  of  all  municipal  trading  concerns  to 
"  private  companies,  and  forbidding  the  local  autho- 
"  rities  to  ever  touch  those  gold  mines  again.  If  the 
"instructions  were  to  give  instead  of  to  sell,  so  much 
*'  the  better."  Our  contemporary  will  have  its  little 
joke,  bat,  for  oar  part,  the  responubilities  of  local 
government  strilte  us  as  being  a  poor  subject  for  cheap 
humour. 


Ttit  Briitoi  A  ratepayers'  meeting  was  held  at 
^^1^2^^  Bristol,  under  the  auspices  of  the 
JUnolaUaii.  Ratepayers'  Protection  Association,  on 
the  9th  inst.,  at  which  one  of  the  hou.  secretaries 
indulged  in  a  somewhat  inconsequential  attack  upon 
the  financial  methods  of  the  corporation,  and  particu- 
larly of  the  Electricity  Department.  This  gentleman 
appears  to  have  chosen  as  the  text  of  his  attack  the 
ruling  of  the  Local  Government  Board  Inspector,  to 
which  we  referred  a  short  time  since,  that  wages  paid 
to  permanent  employees  engaged  upon  capital  con- 
struction must  not,  under  any  circumstances,  be  treated 
as  capital  expenditure.  It  is  not  altogether  clear  why 
an  association  which  apparently  aims  at  reducing  the 
current  rates  should  applaud  a  ruling  which,  if  upheld, 
must  have  the  effect  of  maltiog  the  present  generation 
pay  a  conriderable  sum  which,  upon  every  principle  of 
sound  finance,  may  properly  be  capitalised ;  but,  of 
course,  it  goes  without  saying  that  if  ratepayers'  pro- 
tection associations  were  conducted  by  those  entitled 
to  speak  with  authority  on  questions  of  account,  tbeir 
opinions  would  be  of  far  greater  weight  than  is  at  present 
the  case,  and  it  is  therefore  perhaps  unnecessary  to 
regard  this  matter  too  seriously.  At  the  same  time,  it 
certainly  does  seem  a  little  hard  upon  Bristol— which  for 
many  years  past  has  gone  out  of  its  way  to  employ 
Chartered  Accountants  as  auditors,  and  which  has 
recently  adopted  the  exceptional  and  entirely  com- 
mendable course  of  calling  in  two  of  the  leading 
authorities  to  advise  on  the  proper  treatment  of  depre- 
ciation in  its  Electrical  Accounts — to  be  singled  out  for 
inconsequential  abuse  of  this  description,  which  is  the 
mora  ridiculous  in  that  the  one  remedy  that  the  Rate- 
payers' Protection  Association  seems  to  be  able  to 
offer  is  that  the  Local  Government  Board  should  be 


petitioned  at  an  early  date  to  appoint  Government 
auditors  to  review  all  city  expenditure.  It  has  yet  to 
be  shown  when  (if  ever)  the  appointment  of  a  Govern- 
ment auditor  bad  the  effect  of  reducing  rates ;  but  it 
would  not  be  difficult  to  advance  instances  in  support 
of  the  assertion  that  the  methods  of  accoonting  hitherto 
advocated  by  the  Local  Government  Board  for  local 
authorities  are  radically  unsound,  and  have  directly 
produced  most  of  those  fbatnxes  that  are  reasonably 
open  to  adverse  criticism. 


A  SwiNtarr  According  to  the  City  Press,  a  Mr. 
udAndltw.     FostK,  described  as  an  accountant, 

recently  sued  Messrs.  W.  H.  Smith  &  Co.  (London), 
Lim.,  for  £40  13s.  4d.  salary  due  as  secretary  of  the 
company,  or  in  the  alternative  for  professional  services 
rendered  as  an  auditor  and  accountant,  and  in  the 
result  the  jury  found  in  his  favour  for  the  full  amount 
claimed.  It  is,  of  course,  quite  possible  that  the  repwt 
before  us  is  not  sufficiently  complete  to  afford  any  very 
clear  idea  as  to  the  facts,  but  primd  facie  it  would  appear 
to  us  that  a  claim  for  money  due  as  secretary's  salary 
or  in  the  alternative  as  auditor's  fees  must  be  bad,  in 
view  of  Section  21  (3)  of  the  Companies  Act,  1900, 
which  provides  that  a  director  or  officer  of  the  company 
shall  not  be  capable  of  being  appointed  auditor  of  the 
company.  From  this  it  wonld  seem  to  follow  that  the 
appointment  of  anyone  as  secretary  and  auditor  must, 
of  necessity,  be  uUrd  vires  the  company ;  and,  if  ultra 
vires,  the  company  would,  it  seems  to  us,  not  be  bound 
by  the  resolution  making  the  appointment  We 
presume,  however,  that  the  probable  explanation  is  that 
the  plaintiff  claimed  remuneration  either  as  secretary 
or  as  secretary  pro  tern,  and  the  question  of  audit  had 
really  nothing  to  do  with  the  case. 


Inoome  Tax  reply  to  our  correspondent  "  Income 
Innsyen  and  Tax,"  Surveyors  of  Taxes  have  no 
BaisBM  ibMti.  statutory  right  to  require  companies  to 
submit  their  Balance  Sheets  for  inspection ;  but  a  refusal 
to  submit  such  Balance  Sheets  may,  we  think,  be 
reasonably  interpreted  as  a  ground  for  suspicion  as  to 
the  accuracy  of  the  return  made,  in  which  event 
naturally  difficulties  would  be  experienced  in  settling 
the  assessment.  For  our  own  pari,  we  can  see  no 
possiI>le  objection  to  such  Balance  Sheets  being  supplied 
to  the  Surveyor  of  Taxes  even  in  the  case  of  a  so-called 
private  limited  company,  more  especially  bearing  in 
mind  that  they  would  naturally  be  so  sumig^Md  as  to 


October  20,  1906.  THE  ACCOUNTANT 


463 


give  no  informatioo  which,  under  any  drcnmstances, 
would  be  likely  to  damage  the  company.  We  believe 
that  the  reason  why  companies*  Balance  Sheets  are 
almost  invariably  asked  for  is  because  it  is  found  that 
the  amoant  of  income-tax  deducted  from  debenture 
interest  is  by  no  means  always  duly  accounted  for. 


Thacbwtwwl  annual  gathering  of  the  Man- 

InstUott  ^  chesterand  District  Society  of  Chartered 
SMiatailH.  Secretaries  was  held  at  the  Albion 
Hotel,  Manchester,  on  the  gth  inst.,  Mr.  Laurence  Clay 
presiding  in  the  enforced  absence  of  Sir  Frank  Forbes 
Adam,  the  Society's  President.  About  sixty  members 
and  their  friends  were  present,  and  in  the  conrse  of  his 
speech  Mr.  Clay  mentioned  that  the  District  Society 
was  worloDg  in  conjunction  with  the  Victoria  University. 


PelBto  While  we  are  by  no  means  desirous  of 
iBGoBpaBy  stifling  the  discussion  invited  by  our 
^"'"^  correspondent  "A.S.A.A."  upon  the 
points  enumerated  In  his  letter  which  we  reprodaced 
last  week,  we  should  like  to  point  out  to  him,  as  we 
have  frequently  in  the  past  to  other  of  our  correspon- 
dents, that  it  is  not  possible  to  express  any  useful 
0|Mnion  upon  the  question  of  what  is  and  what  is  not 
iiT^ttlar  in  company  practice  without  having  before  one 
the  artides  of  association,  which  (subject  to  the  Com- 
panies Acts)  determine  the  whole  matter.  Speaking 
generally,  however,  we  may  point  out  that  a  resolution 
passed  by  a  company  in  general  meeting,  and  declared 
by  the  chairman  of  that  meeting  to  be  carried,  is  at  all 
events  effective  until  the  Court  has  otherwise  ordered ; 
bat  if  the  meeting  has  been  irregularly  convened,  or  if 
persons  who  are  in  point  of  fact  not  members  have 
voted  in  fiavour  of  sacb  resolutions,  it  is  quite  likely 
that  the  Court  would,  if  called  upon,  grant  an  injunc- 
tion restraining  the  company  &om  acting  on  the  reso- 
lution attacked.  In  the  meantime  matters  appear  to 
be  somewhat  at  a  deadlock,  inasmuch  as  the  liquidator 
appointed  by  the  A.  Company  can  apparently  do 
nothing  to  make  the  B.  Company  acknowledge  his  title 
to  the  sliares  without  having  recourse  to  legal  proceed- 
ings ;  while  diould  he  decide  to  adopt  that  course  he 
*oald  donbtless  be  met  by  a  plea  that  his  appointment 
was  invalid.  We  cannot  help  thinking  the  Court  would 
be  bound  to  snstain  this  plea  in  the  circumstances 
stated,  assuming  the  articles  of  association  of  the  com- 
pany to  be  at  all  normal. 


Th«  ft  IMF  otau  The  rise  in  the  Bank  rate  last  week 
Bank  Rate.  {torn  4  per  cent,  to  5  per  cent, 
occasioned  no  surprise  in  monetary  circles,  for  it  had 
for  some  little  time  past  been  evident  that  more  drastic 
steps  would  be  necessary  to  stop  the  drain  upon  the 
gold  reserve  caused  chiefly  by  undue  speculation  in  the 
States.  It  is  noteworthy,  however,  that  one  has  to  go 
back  to  the  beginning  of  the  present  century  for  a 
5  per  cent,  rate,  and  in  view  of  the  nnprecedentedly 
low  price  of  gilt-edged  securities,  the  continued 
scarcity  of  money  cannot  be  altogether  regarded  with 
equanimity.  There  is  reason  to  believe,  howevw,  that 
the  conditions  are  already  somewhat  steadier  than  a 
week  ago,  and  although  some  ioconvenience  may  be 
experienced  in  this  country  while  the  present  high  rates 
obtain,  it  is  perhaps  a  satisfaction  to  know  that  far 
greater  inconveniences  are  likely  to  result  in  the  States 
from  the  stop  which  has  thus  been  put  upon  what 
seems  to  have  virtually  amounted  to  the  free  export  of 
gold  from  this  country. 


(rotre6Pon&ence  an^  Bnqntrtes. 


All  comiDanlcations  to  the  Bdltor  staouid  be 
1^  letter  only. 


IWe  art  at  all  times  ready  to  insert  eorresfominue  m 
wiatters  of  interest  to  the  Profesttont  kut  we  de  not  of  cenrsc 
Mold  ourselves  in  any  way  responsible  for  the  opinions 
expressed  by  our  correspondents.  Cerrtsponderue  intended 
for  current  issue  must  rtach  us  at  the  latest  by  Wednesday 
afternoon ;  and  must  in  all  cases  be  accompanied  by  the 
name^  and  address  of  correspondents t  not  necessarily  for 
publieation,  but  as  a  guarantee  of  good  faith.] 


Poor  Kate  Assessment. 

{To  the  Editor  of  The  Accountant.) 

Sir,— The  various  opinions  expressed  by  your 
correspondents  as  to  the  above  are  interesting,  but  are 
they  not  ignoring  the  original  question  ?  In  your  issue 
of  the  23nd  September  last  your  correspondent  "  B. " 
clearly  states  that  in  this  particular  case  the  water  rate  is 
to  be  included,  and  does  not  inquire  whether  a  water  rate 
should  be  included.  Therefore  I  consider  that,  as 
regards  this  particular  proposition,  those  of  your 
correspondents  who  took  the  water  rate  into  account 
in  their  calculaticms  were  correct  in  so  doing. 

I  might  mention  that  the  Assessment  Committee  of 
this  town  calculate  the  assessqients  pf  small  pr^terty 
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by  a  taUe,  based  on  the  annual  rates,  including  the 
water  rate,  being  9s.  in  the  £. 

I  am,  yours  faithfully, 

A.  JAMES  PEARCE,  A.C.A. 
Ipswich,  October  \^th  1906. 

[To  tMt  Editor  of  The  Accountant.') 
Sir, — Yonr  correspondent  "  Midlands "  is  entirely 
wrong  in  his  assumption  that  I  have  changed  my  opinion 
at  all  OD  this  matter.  In  my  first  letter  to  you  on  the 
subject  I  made  an  error  in  calculation,  which  I  afterwards 
amended ;  surely,  that  does  not  amount  to  a  change  of 
opinion ! 

The  real  point  at  issue  appears  to  be,  as  to  whether 
deduction  ^ould  be  allowed  for  water  rent,  and  on  this 
point  I  adhere  to  what  I  stated  in  both  my  previous 
letters,  that  the  usual  practice  is  to  allow  deduction 
therefor,  and  I  submit  that  "Midlands"  is  wrong  in 
his  contention  that  no  deduction  shoold  be  made. 

As  to  the  case  which  **  Midlands  "  quotes  in  support 
of  his  coutention,  Mr.  Walter  Ryde  (after  stating  that 
where  the  rent  includes  water  rate  a  deduction  should 
be  made)  goes  on  to  say  "  the  case  of  R^.  v,  Bilston  is 
"at  first  sight  a  decision  to  the  contrary,  but  the 
"  Sessions  had  found  out  what  was  the  gross  estimated 
"  rental  .  .  .  and  the  only  question  was,  whether 
**  the  water  rate  was  an  expense  necessary  to  maintain 
"  the  hereditament   .   .   . " 

Mr.  A.  F.  Jenkin,  referring  to  the  same  case,  says: 
"  The  former  of  these  cases  (Reg.  v.  Bilston)  is  sometimes 
"  misunderstood,  but,  properly  understood,  it  clearly 
"  supports  the  statement  in  the  text  "  which  is  to  the  effect 
that  "where  the  landlord  pays  the  water  rate,  the 
**  amount  of  the  water  rate  should  be  deducted  from  the 
"  rent  in  ascertaining  the  gross  estimated  rental." 

Yours  truly, 

F.  S.  ECKERSLEY. 
St.  Annc's-on'the-Sea,  13th  October  1906. 


{To  the  Editor  of  The  Accountant.) 

Sir,—  The  decision  given  in  1865  in  the  case  of  R^. 
V.  Bilston  (L.R.  i  Q.B.  18),  quoted  by  yonr  correspon- 
dent "  Midlands  "  in  his  letter  inserted  U3  your  issue  of 
the  13th  inst.,  may  still  be,  as  he  says  it  is,  good  law, 
but  it  does  not,  it  seems,  warrant  the  interpretation 
which  he  appears  to  put  upon  it 

In  reference  to  the  statement  that  water  rate  or 
water  rent  should  be  deducted  in  calculating  the  rateable 
value  (where  the  rent  paid  by  a  tenant  includes  water 

e  or  water  rent),  Mr.  W.  C.  Ryde,  Barrister-at-Law, 


in  his  work  on  *<  The  Law  and  Practice  of  Rating," 
published  in  1900,  says: — "The  colsg  of  Reg.  v.  Bilston 
"(L.R.  I  Q.B.  18)  is  at  first  sight  a  decision  to  the 
"  contrary ;  but  the  Sessions  had  found  what  was  the 
"  gross  estimated  rental  of  a  bouse,  and  the  only  ques- 
"  tion  for  the  Queen's  Bench  was  whether  the  water 
"  rate  was  an  expense  necessary  to  maintain  the 
"  hereditament,  which  it  clearly  was  not " ;  and  Mr. 
A.  F.  Jenkin,  Barrister-at-Law,  in  bis  "  Manual  for 
Overseers,"  published  in  1906,  says  that  the  same  case 
{Reg.  V.  Bilston)  "is  sometimes  misunderstood,  bat, 
"  properly  understood,  clearly  supports  the  statement 
"  in  tbe  text "  that,  "  where  the  landlord  pays  water 
**  rate,  the  amount  of  the  water  rate  should  be  deducted 
"from  the  rent  in  ascertaining  the  gross  estimated 
"  rental." 

It  therefore  seems  to  be  clear  that  the  views  of  yonr 
correspondents — Messrs.  J.  H.  Rogors  and  "  G.  W."— 
are  not  the  correct  ones ;  and  possibly  your  correspon- 
dent "  Midlands  "  may  now  "  have  very  little  difficulty 
in  changing  his  opinion  on  the  above  subject." 

Yours  faithfully, 

JAMES  GIBSON. 

Bamsley,  x^th  October  1906. 


Income  Tax  and  Publlcana. 

(70  the  Editor  of  The  AeectmUtiU.) 

Sir, — With  reference  to  tbe  assessments  of  publicans 
who  are  tenants  of  free  houses,  are  they  entitled  to 
charge  the  full  amount  of  the  rent  paid  to  the  landlord 
against  the  profit  on  trade  ?  The  facts  in  point  are : 
the  rent  is  £^^^o  per  annum,  and  the  rateable  value  for 
poor  law  assessment  is  Commissioners  for 

Inland  Revenue  are  only  prepared  to  allow  ^^300  to  be 
chained  against  profit. 

I  should  be  pleased  to  have  the  opinion  of  your 
readers  on  the  subject 

Yours  truly, 

Octobw  nth  Z906.  TENANT. 

[Publicans  have  no  exceptional  privileges  in  the 
matter  of  income-tax  assessment. — Ed.  Acct.] 


Debenture-holderA  and  Apprentices. 
[To  the  Editor  of  The  Aceoimta$a.) 
Sir,— In  your  issue  of  the  x5th  nit.  yoa  say : — 
"  Apparently  therefore,  in  the  case  referred  to,  the 
"  apprentices  must  rank  as  unsecured  creditors  .  .  ." 

But  is  not  the  appi;^^  in 
accordance  with  Section  41,  in  priority  to  tQ  unsecured 
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creditors  out  of  any  surplus  remaining  after  payment 
of  the  mortgage  delwntures  ? 

The  Act  of  1897  does  not  apparently  take  away  the 
apprentioe'a  rights  under  Section  41,  bot  excludes  him 
firom  the  benefits  granted  to  creditors  under  the  Act  of 
1888. 

Yours  tiuly, 

12th  October  1906.  G.  F.  C. 

[Will  oar  correspondent  kindly  state  why  he  contends 
that  Section  41  of  the  Bankruptcy  Act,  18S3,  applies  to 
companies  wound  up  under  the  Companies  Acts,  i86a 
to  1900  ? — £0.  Acct^ 


The  Btrmlagluin  Small  Arms  Co.*  Uni.»  and 
Secret  Reserves. 
(Tff  tkt  Editor  of  Tk*  Ae€owitant.) 

Sir, — My  attention  has  been  called  to  an  article 
appearing  in  your  issue  of  Saturday  last,  under  the 
heading  of "  Secret  Reserves,"  in  which  yon  refer  to 
the  accounts  of  the  Birmingham  Small  Arms  Company, 
Lim.*  and  the  annual  meeting  recently  held. 

Among  o^er  inaccuracies,  you  state  that  the  profits 
of  the  company  amounted  to  £7,^12,  whereas  the  printed 
accounts  and  published  reports  of  the  company's 
meeting  would  have  shown  yon  that  the  profits  were 

£74, 1 12. 

1  am  not  concerned  with  your  academic  discussion 
of  the  question  of  "  Internal  Reserve,"  but  your 
criticisms,  so  far  as  this  company  is  concerned,  can 
have  little  value  when  based  on  so  serious  a  mistake. 

I  shall  be  glad  to  know  that  you  have  not  only 
inserted  this  letter,  but  corrected,  with  prominence 
equal  to  that  given  to  your  previous  article,  the  erroneous 
dedoctions  in  that  article  based  on  the  mistake  referred 
to. 

Yours  truly, 

Fck'The  Birmingham  Small  Arms  Company,  Lim. 

KENNETH  R.  DAVIS. 
i6tJb  October  igo6.  Secretary. 

[We  have  pleasure  in  Inserting  this  letter,  and  regret 
that,  in  accepting  without  confirmation  the  figures 
quoted  by  a  contemporary,  we  should  have  fallen  into 
Gtror. — En.  Acct.'\ 

Conipany  Law  In  Arizona. 

{Tff  the  Editor  of  The  Accountant.) 
Sir, — Could  you  kindly  let  me  know,  through  the 
medium  of  your  valuable  paper,  if  a  person  who  holds 
abares  in  a  mining  company  in  Arizona,  South 
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America,  which  are  fully  paid-up,  can  be  called  upon 
to  pay  any  more  in  the  event  of  the  failure  of  the  com- 
pany: the  prospectus  states  that  the  company  is 
"Incorporated  under  the  laws  of  Arizona,  and  carrying 
no  personal  liability  to  the  holders  of  shares."  I  shall 
be  glad  to  know  if  the  above  is  correct,  and  if  you  can 
give  me  any  idea  of  the  laws  wliich  govern  such  com* 
panies  in  the  place  named  ? 

Yours,  &c., 

mh  October  1906.  INQUIRER. 


Check  Figure  System. 

{To  the  Editor  of  The  Aeeountant.) 

Sir, — I  notice  that  the  systems  given  in  your  recent 
issues  are  all  aimllar  in  character  and  based  on  the 
elimination  of  the  figure  13.  The  following  system 
which  I  have  worked  out,  based  on  the  well-known 
method  of  "casting  out  the  nines,"  will,  I  think,  be 
found  much  simpler  and  quicker. 

The  principle  of  casting  out  the  nines,  I  may  remind 

you,  consists  of  treating  all  figures,  wherever  found,  as 

units,  and  adding  them,  dropping  nines  wherever  found 

or  produced — thus  the  check  figure  for  1,379  ^  2,  as 

1  +  3  +  7  =  11)  aixd  I  +  I  is  2.   In  pimple  addition  the 

process  will  be  thus : 

1,379  check  figure  a 

14         ..  3 
216         „  — 

1,609         i>  7 

To  use  this  with  pounds,  shilliugs,  and  pence,  we 
must  in  effect  reduce  all  to  pence ;  in  practice  it  is  much 
simpler,  as  we  need  only  reduce  the  check  figure,  and 
can  multiply  by  2  Instead  of  20,  and  by  3  {or  i  -f-  2) 
instead  of  12.  The  check  figure  for,  say,  £375  17s.  8d, 
will  be  5,  obtained  as  follows: 

Founds    3-^7-^5•-I5  =  6 

Shillings  6x2  =  iz  =  3-Hi7-«ao  =  2 

Pence       2x3  =  6-1-8  =  14  =  3 

To  check  additions  of  money,  the  check  figures  for 

each  sum  must  be  added  and  the  nines  eliminated,  the 
resulting  figure  being  the  check  figure  for  the  total 
of  money.   Thus : 

£      8  d 

375   6   I  check  figure  1 

17   8   3         1.  3 
1,769  14   2         „  2 

Total  jf2,i62   8   6         „  6 

With  a  little  practice  it  ff^,^|d%J?C'l^^I^ 
recognises  and  drops  the  nines  very  quickIyMu»i  the 
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check  figure  is  quite  easily  obtained.  Tbas  any  multiple 
of  3  in  the  pounds  or  shillings  may  be  dropped  at  once. 
The  principle  is  also  applicable  to  aabtraction. 

^      s  d 

Thus  1,768  14  I  check  figure  i  add  9  =  lo 

Less            3  4         ..4  _4 

/i,096  10  9         „  6 


It  will,  however,  be  more  useful  in  multiplication  or 
division. 

£  s  d 

Thus  37  14   8  check  figure  2 

multiplied  by        384        „  8 

gives     ^21,931  54 


16  =  7  check  figure 


and  ^£"45,276  18s.  3d.  divided  by  365  gives  ;f  124  os.  iid. 
and  44  pence  over;  follow  ordinary  proof  by  reversing 
process,  — 

£45,276  18   3  =  365  X  ;^i24   o  II  +  44d. 
check  figures  3  ■=     5  x       8  4- 

—  40  +  8  =  12  b3 


8 


I  am  not  acquainted  with  any  of  the  advertised 

systems,  but  there  seems  to  be  no  reason  for  paying 
fancy  prices  while  the  old  methods  of  our  schooldajs 
will  still  provide  us  with  such  easy  checks,  in  return  for 
the  little  trouble  of  working  them  out. 

Yours  faithfully, 
ALFRED  R.  NORMAK,  A.C.A. 
London,  ijtk  October  1906. 


SbefRelD  Cbattere^  Hcconntants 
Stttoents*  Society?* 


{Affiliated  with  tkt  Union  of  Ckartered  Accouitlant  Studtnt 
Sociitits). 


Autumn  Session,  1906. 


PresidtHt~m.  S.  Taylor  Gill,  F.C.A. 

Viet-PrtiiiUHt—l/LT.  F.  H.  Metcalfe,  F.C.A. 

Honorary  Secretary — Mr.  Bertram  C.  Davies  (Messrs. 
Macredie  &  Evans,  Orchard  Chambers,  Church  Street, 
Sheffield). 

Oct.  10. — Inaugural  Dinner,  King's  Head  Hotel,  at  7  p.m. 
„  17. — Lecture,    "The    Elements   of  Profit-Sharing 
applied  to  Commercial  Ventures."   Mr.  A.  F. 
Dodd,  F.C.A.,  of  London. 


Oct.  26.— Joint  Debate  with  Uverpool  Chartered  Accoun- 
tants Students'  Association,  at  Liverpool. 
Subject,  "That  it  is  both  desirable  and 
necessary  for  the  existing  Income^Tax  Pro- 
cedure to  be  amended  as  follows 
(d)  The  application  of  three  years'  average 
system  to  all  classes  of  income. 

(b)  The  allowance  for  depreciation  to  be  a 
compulsory  instead  of  a  discrrtionao' 
deduction, and  to  becalculatedat  uniform 
rates  upon  original  values. 

(c)  The  certification  by  qualified  accountants 
of  all  returns  exceeding  £500. 

(Arranged    by  the    Unicm   of  Chartered 
Accountant    Student    Societies,  and  to  be 
attended  by  selected  representatives  from  the 
Sheffield  Society.)  . 
„    31. — The  Prize  Essay  will  be  read  by  Mr.  Stewart 
Green  on  "  The  Difference  in  Constitution  and 
Relative  Advantages  of  Private  Firms  and 
Limited  Companies,  and  the  Matters  of  Account 
involved  by  a  Convmion."   The  Discassion 
afterwards  will  be  opened  by  Mr.  Pqiper, 
winner  of  the  second  prize. 
Nov.  14. — Lecture,  "The  Law  as  to  Partnership."  Mr.L.J. 
Kirkham,  Solicitor,  Sheffield. 
„  28.— lecture,  "  Further  Notes  on  the  Criticism  of 
Accounts."   Mr.  W.  K.  Hamilton,  F.C^.,  of 
Nottingham. 

Dec.  12.— Joint  Debate  with  the  Nottingham  Chartered 
Accountants  Students'  Society,  at  Sheffield. 
Subject  as  above. 

(Arranged  by  the  Union  of  Chartered 
Accountant  Student  Societies,  and  to  be 
attended  by  selected  representatives  from  the 
Nottingham  Society.) 


All  lectures,  debates,  &c.,  will  be  held  in  the  Library, 
Hoole's  Chambers,  Bank  Street,  Sheffield,  at  6.45  p.m., 
unless  notice  be  given  to  the  contrary. 

Each  lecture  will  be  followed  by  a  discussion,  in  which  all 
members  present  are  particularly  requested  to  take  port 

The  transactions  of  the  Society  are  published  monthly 
inThe  Accountants'  Journal, v/hU^  paper  is  supplied  to  all 
members  free  of  charge. 

Accountancy  and  Law  Classes  are  held  on  Saturday 
mornings,  and  Junior  Classes  on  Monday  evenings,  at  the 
library,  Bank  Street,  particulars  of  which  may  be  obtained 
from  Mr.  H.  E.  P.  Beard,  Hoole's  Chambers,  Bank  Street. 
Sheffield. 

The  Lending  Ubrary  '6^m^t^5o^3'b^^«^ 
the  Society.  O 
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Snbscriptioaa  are  due  in  advance  on  tfae  ist  May  in  each 
year. 

Tht  "Robert  FUtektr  Prist" 
will  be  offered  for  competition  by  the  lostitute  at  the  forth- 
comlog  Intermediate  Examination  to  be  held  in  November 
1906. 

Particulars  and  rales  are  affixed  to  the  Notice  Board  in 
the  Library. 

Alt  information  respecting  the  Society  may  be  obtained 
from  the  Hod.  Secretary. 

The  Uniox  op  Chartered  Accountant  Stddbnt 
socihtibs. 
fuay  Compitition,  1906-7. 
The  sulject  this  year  is  "The  Uses  and  Limitations  of 
the  Card,  Loose- Leaf  Ledgers,  and  Slip  Systems  in  Relation 
to  Matters  of  Account." 
The  Committee  of  the  Union  offer  the  following  prizes  :— 

First  Prize    Five  Gnineas, 

Second  Prize    Two  Guineas, 

Third  Prize    One  Guinea, 

for  the  best  three  essays  on  the  above  subject. 

lo  addition  to  the  above,  Mr.  T.  G.  Sbuttleworth  has 
oflered  the  following  prizes : — 

£   »  d 

To  any  member  winning  the  first  prize  . .  220 
„        „      2Dd  or  3rd  prize.,    i   i  o 
And  die  Committee  offer  the  sum  of  £z  w.  to  any  member 
who  takes  any  prize  in  the  competition. 
(For  Rules  see  Tlu  Aaaimtant,  October  6tb,  page  386). 


Itbc  Xrietol  Cbartere&  Bccountante 
Students'  Society. 

Syllabiu— Seaahm  1906-7. 

Prtsidnt— Mr.  W.  Vaughan  Jenkins,  F.C.A. 
Him.  Sicnlary—tir.  C.  F.  A.  Greenslade  (with  Messrs. 
Cards,  Jenkins  &  Co.,  Exchange,  Bristd). 
igo6 

Oct.   19  (Friday). — President's  Address  and  Short  Papers 
by  members. 

„  31  (Wed.).— Joint  Debate  with  tfae  London  Students' 
Society  in  London. — Snbject,  "Income  Tax: 
That  it  is  both  desirable  and  necessary  for  the 
esistiDg  Income  Tax  procedure  to  be  amended 
as  follows: — 

(a)  The  application  of  three  years'  averages 
systems  to  all  classes  of  income. 

{b)  Tfae  allowance  for  Depreciation  to  be  a 
compulsory  instead  of  a  discretionary 
deduction,  and  to  be  calculated  at  uniform 
rates  upon  original  values. 

(c)  The  certification  by  qualified  acconotants 
of  all  returns  exceeding  ;f  500. " 


Nov.    9  (Friday). — Lecture,  Mr.  Tinsley  Lindley,  LL.D., 
"  Law  of  Agency  and  Bailments." 
,.     21  (Wed.).— Lecture,  Mr.  W.  H.  Fox,  F.C.A.,  '  Per- 
centage Statements  of  Cost  as  applitd  to 
various  Businesses." 

1907 

Jan.  23  (Wed.). — Joint  Debate  with  the  Birmingham 
Students'  Society  in  Bristol.  —  Subject, 
"  Income  Tax  "  (as  above). 

Feb.  22  (Friday).— Lecture.  Mr.  A.  F.  Dcdd,  F.C.A., 
"The  Preparation  of  Accountants'  Certifi- 
cates for  Purposes  of  Joint  Stock  Companies' 
Flotations." 

Mar.  20  (Wed.). — Lecture,  Mr.  M.  Webster  Jenkinson, 
A.C.A.,  "The  Accounts  of  Professional  Men." 

All  lectures  and  debates  will  commence  at  5.30  p.m.,  and 
will  be  held  at  the  Library  of  the  Society,  Messrs.  Tribe. 
Clarke  ft  Co.,  Altnon  Chambers,  Bristol. 

The  attention  of  members  is  directed  to  the  new  mle 
governing  the  issue  of  books  from  the  Library : — 

"That  in  future  the  Library  wilt  be  open  for  the 
issue  and  return  of  books  from  10.30  to  11.30  on 
Saturday  mominns  (or,  when  lectures  are  in  progress, 
at  the  end  of  the  same.)" 
Classes  for  students  are  held  each  Saturday  morning  in 
the  Library : — 

AccouHtancy  CAisms— Seniors,  10  o'clock;  Juniors,  ti 
o'clock  ;  lectum*,  Mr.  A.  E.  Ashmead,  A.C.A. 

Law  Clasui — 10.30  o'clock  to  12  o'clock ;  lecturer,  Mr. 
G.  H.  Boucher. 
The  Law  and  Accountancy  Classes  are  held  alternatively. 


Cbe  iS^ueensUnb  institute  of  Bccountants 

(Incorporated). 


The  fifteenth  annual  fteneral  meeting  of  the  members  of 
the  Institute  was  held  at  the  Registered  Oifice,  282  Queen 
Street,  Brisbane,  on  Thursday,  the  jtb  April  1906. 

The  following  are  the 

REPORT  AND  ACCOUNTS. 

Your  Council  have  pleasure  in  submitting  the  fifteenth 
annual  report  of  the  Institute,  together  with  the  accounts 
for  tfae  past  year,  duly  audited. 

In  submitting  the  Statement  of  Accounts  your  Council 
would  [mint  out  that,  whilst  they  see  no  cause  for  anxiety  as 
to  the  financial  stability  of  the  Institute,  they  consider  that 
still  farther  alteration  with  regard  to  the  conduct  of  the 
business  of  the  Institute  must  be  adopted  either  in  the 
direction  of  a  more  rigid  economy  or  an  increase  in 
membership  subscription,  in  order  that  the  finances  of  the 
Institute  may  be  placed  inaUStl^S^itfaclSry  pd^n^if.^d 
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so  that  a  small  annual  sarplos  may  resnlt  instead  of  the 
continaed  annual  deficit. 

Daring  the  year  under  review  Messrs.  Alfred  Edward 
Driver,  Fnuk  Rdmers,  and  Roy  Graeme  Groom  were  raised 
from  the  Associate  degree  to  that  of  Fellow. 

I  regret  to  say  that  negotiations  with  regard  to  the 
establishment  of  the  proposed  Australian  Institute  of 
Accoontants  have  been  abandoned,  the  various  Institutes 
concerned  being  unable  to  agree  to  the  constitution 
submitted. 

An  affiliation  of  the  Institutes  has  been  renewed  by  some 
of  the  Southern  Institutes  on  a  different  basis  to  that  pre- 
viously existing  and  in  which  our  Institute  shared.  Your 
Council  did  not  conuder  it  advisable  in  the  interests  of  this 
Institute  to  join  in  the  new  scheme  at  the  time,  although  it 
is  possible  that,  subject  to  certain  modifications,  a  fresh 
affiliation  on  terms  more  suitable  to  the  conditions  of  the 
profession  in  Queensland  may  be  entered  into  at  a  future 
date. 

In  consequence  of  the  lapse  of  the  examination  arrange- 
ments through  the  termination  of  the  affiliation  scheme,  it 
became  necessary  for  your  Council  to  arrange  for  the  con- 
duct of  the  October  examination  under  our  own  auspices. 
In  the  month  of  April  last,  therefore,  as  you  are  aware,  a 
fresh  set  of  examination  rules  for  the  Institute  were  adopted, 
which  vnre  found  to  work  admirably  in  the  examination 
referred  to,  and  from  which  your  Council  hope  much  good 
to  the  Institute  will  result. 

In  the  October  Examination  seventeen  candidates  pre- 
sented themselves,  with  the  result  that  the  following  candi- 
dates passed  successfully : — Rex  Don  Kennedy,  James  S. 
Inglis,  George  F.  Offner.  Several  other  candidates  also 
succeeded  in  obt^ning  percentages  which,  under  the  new 
regulations,  will  exempt  them  from  future  examination  in 


three  or  more  subjects.  Your  Examining  Committee  wNe 
ably  assisted  with  regard  to  the  1^^  pa^en  by  Mr.  C.  A. 
Morris,  of  the  firm  of  Messrs.  Morris  ft  Fletcher,  Solidtora, 

and  your  Council  have  pleasure  in  acknowledging  th«r 
indebtedness  to  him  for  his  kindness  in  the  matter. 

It  is  with  sorrow  that  your  Council  have  to  record  that, 
during  the  course  of  the  year,  the  Institute  lost,  through  the 
hand  of  death,  the  following  esteemed  members: — Hon. 
Boyd  Dunlop  Horehead,  M.I..C.,  an  honorary  member  of 
the  Institute ;  Mr.  Albert  Harding  French,  a  Fellow,  and  to 
wliom  the  Institute  must  always  be  indebted,  for  the  able 
manner  in  which  he  fulfilled  the  duties  of  Secretary  for 
several  years:  and  Mr.  W.  H.  Bott,  an  Assod^,  who 
joined  oar  ranks  on  17th  Febumary  1898. 

It  was  with  pleasure  that  in  May  last  your  Council 
appointed,  as  an  honorary  member  of  the  Institute,  Mr. 
James  Boyne  Hall,  Official  Trustee  in  Insolvency  and 
Curator  in  Intestacy,  who  now  holds,  in  addition,  the 
honourable  position  of  Under  Secretary  for  Justice. 

The  number  of  students  presently  on  our  Roll  of 
Students,  or  known  to  the  members  of  your  Council  to  be 
working  for  admission,  is  very  gratifyii^. 

Our  membership  roll  now  comprises  7  honorary  members, 
27  Fellows,  21  Associates,  17  students,  and  3  honorary 
corresponding  members. 

The  following  members  of  Council  retire: — Messrs. 
Alfred  E.  Driver,  Allan  C.  Wylie,  Thomas  Irving,  Alexander 
Inglis,  and  Hugh  Lavery.  It  will,  therefore,  be  necessary 
to  fill  the  vacancies  on  the  Council  1^  the  appointment  of 
three  Fdlows  and  two  Associate  members. 

Gso.  C.  Matbbson, 
PreiiiMt. 

Brisbant,  Mank  24IA  1906. 


Dr.     FiFTBBNTH  ANNUAL  Statbhbnt  of  Income  and  Expenditure  for  year  ended  28th  February  1906.  Cr. 


ExpindUurt. 

/   s  d 

To  AdTenisIng   136 

.  Prinring  and  Stationery   33  4  3 

.  Exchange  Bank  Charges   o  17  o 

,  PosiaRBs  and  TelegraniB                ..      ,   3  13  >■ 

.  Rem  Account    18  o  a 

.  Salary    36  o  o 

,  Charges    304 

,  Examination  Fees   17  ly  o 

.  UeDrecialion— 10%  Libranr  and  Furniture   6  10  6 

.  Balance  carTiedtoCapitalAccoant.beingBSCMBoflncome 

over  Expeodiiiire  for  year   i  13  7 


£"3 


Intomt. 

£  *  i     £  '  d 

By  Admission  Feea— 

1  Associate  to  Fellowsliip  Oegrae  ..      ..  110 

2  Associates    660 

„       .     .     ^    770 

a  Examination  Fees    17  17  o 

■  Ubrary  Suttscriptions — lo  Students  at  los.  Gd.  each  . .  *  3  o 

■  Subscriptions — 

a8  Fellows  at  £1  3  o  each  . .  , .  58  16  o 
30  Asiociates  at     i    t  a  each    ,.      .,      si  o  o 

I   Asiociate  at    o  10  6   o  10  6 

  80  6  6 

■  Interest  Account    S57 


£113  t  I 
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Statement  of  Assets  and  Liabilities.  28th  February  1906. 


LiabilUus. 


Sundry  Creditors  

Capital  AccouDt,  38th  Febnwr]^  tgos 

Add  ExcesK  of  Income  over  Expenditure 
for  year   


£    fi  d 
ijo  ttj  t 
I  13  7 


f  s  d 
14  8  o 


133  13  S 


£•47 


Atsfh. 


Governuient  Savings  Bftnit 
Rojral  Bank  of  Quenwland,  Lbn. 
Cash  in  band  


Library  and  Furniture,  1905 
Lea  Depreciation  10% 

Oalstanding  Subscriptions 


r  5  d 

5S  n  % 

It)   2  7 

o    J  o 


65  5  3 
6  10  6 


f  a  d 


77  16  11 


58  14  9 

10  10  o 

£1*7    I  8 


Allan  C.  Wylie, 

Hon.  TrtiUMTtr. 

We  certifr  that  we  h&ve  examined  the  accouna  of  the  Qoeensluvl  Inititute  of  AceountanU,  Incorporated,  for  the  year  ended  sSlh  February 
tgo6,  and  that  we  nave  compared  tbsm  with  the  several  vouchers  relating;  thereto.  We  further  cenif}'  thai  the  above  Statement  and  Balance  Sheet 
M^ee  ^th  the  books  end  vow^n  of  ihe  Institute,  end  exhibit  a  true  account  of  the  lastltnta's  financial  poBition. 


RovG.  Gxoou.  F.l.A.Q. 
Jas.  p.  Macfaxlawii,  A.I.A.Q. 


Andilort. 


Vet>iew0. 


Qoodwlll  and  its  Treatoieat  la  AccoonU. 


By  Lawkbhce  R.  Dicksee,  M.Com.,  K.C.A.,  and 
Fkahk  Tillyakd,  M.A.,  Barrister-at-Law. 


lAiidon,  1906:  Gee  &  Co.,  34  Moorgatt  Street,  E.C. 
Third  Edison.    Price  $s,  6d.  net. 

Although  the  work   now   under   review  is  compara- 
tively new  (having  first  been   issued  only  oine  years 
since],   its   anthor   was   donbtless   well    advised  to 
sectire  the  co-operation   of  Mr.   Frank  Tillyard.  with 
whose  aid  this  handbook  has  been  not  merely  con- 
siderably enlarged,  but  almost  entirely  re-written.  In 
its  present   form   it   is   indeed   more    a   legal  text- 
book than  a  work  upon  accouDts,  but  that  is  only  in 
accordance  with  the  requirements  of  the  situation.  The 
subject  is,  of  course,  primarily  a  legal  one,  and  the  correct 
tieatmeat  of  gtXKlwill  in  accounts  cannot  vary  well  be  con> 
sidered  until  the  true  nature  of  this  somewhat  illusory  | 
item  has  been  first  determined.   In  its  modem  form  the  I 
work  consists  of  twelve  chapters,  of  which  the  first  seven —  I 
dealing  with  goodwill,  trade-names,  and  trade-marks :  1 
their  nature,  protection,  and  methods  of  assignment — are  I 
described  with  a  clearness  which  renders  them  readily  j 
romprehensible  to  laymen,  and  at  the  same  time  with  a  | 
preciseness  which  will  be  duly  appreciated  by  lawyers.  ^ 
The  remaining  five  chapters  deal  respectively  with  the 
valuation  of  goodwill,  the  treatment  in  accounts  of  its 
flnctnations,  considerations  connected  witb  the  purchase 
of  goodwill,  and  its  prefer  treatment  in  the  case  of  a 
paitoersh^  and  of  a  limited  company.   This  portion  oS 
Ae  work  is  illustrated  with  various  pro  formd  examples, 
staking  the  treatment  advocated  in  each  case  exceptionally 


clear.  Of  especial  interest  at  the  present  time  will  be 
found  Uiose  portions  which  deal  with  the  writing  down 
or  writing  off  of  goodwill,  and  of  the  secret  reserve  thus 
created.  The  full  text  of  the  Trade  Marks  Act,  1905, 
which  appears  in  the  form  of  an  appendix,  will  be  found 
of  especial  value  to  those  who  cannot  readily  refer  to  the 
statutes;  while  Appeiuliz  B,  which  quotes  some  half- 
dozen  clauses  relating  to  goodwill  frequently  found  in 
contracts  of  sale,  partner^p  articles,  and  the  like,  will  be 
found  most  instructive  reading,  although  by  no  means 
necessarily  incapable  of  improvement.  The  complete 
Index  of  Cases  and  a  somewhat  elaborate  General  Index 
will  be  found  to  add  to  the  value  of  this  volume  as  a  work 
of  reference. 


Tables  and  Problems. 

Compiled  and  arranged  by  Thouas  Fatkin. 


I^ds,  1906 :  John  R.  Wildman,  17  Albion  Street. 
Price  IS.  6d.  net. 
This  work,  which  is  a  pamphlet  of  some  sixty 
pBges,  deals  with  formulae  and  solutions  for  ascertain- 
ing the  aniMial  payments  required  to  provide  assurances 
for  life,  endowment  assurances,  old-a^e  pensions,  and 
the  like.  It  will  be  found  of  some  in-terest  to  the 
student  of  insurance  methods,  but  to  the  otherwise 
uninformed  reader  it  may  be  questioned  whether  it  is 
likely  to  prove  very  enlightening.  For  our  own  part,  we 
must  confess  that  we  doubt  whether  the  "  ability  to  perform 
with  accuracy  the  first  four  simple  rules  of  arithmetic  "  wilt 
bo  found  to  be  all-sufficient  as  representing  the  desirable 
qualifications  of  an  actuary,  for  there  are  many  problems 
in  connection  with  life  assurance  that  would.take  literally 
years  to  work  out  by  arithmetiiDigil«Stani^ni.AO[^<^D^ 
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of  the  reader  to  be  so  limited  upon  commencing  a  perusal 
of  tiie  work  before  us,  we  should  not  be  surprised  if  he 
had  some  difficulty  in  understanding  all  the  explanations  that 
follow,  many  of  which  require  an  acquaintance  with  what 
is  ordinarily  known  as  advanced  algebra ;  but,  howevei 
that  may  be,  the  chapters  on  "How  Rates  of  Mortality 
affect  Premiums  "  aad  on  "The  Income  and  Assets  of  Life 
Insurance  Companies  "  will  be  found  of  interest,  and  what 
is  peifaaps  even  more  important,  particularly  intelligible. 


Provincial  Meeting. 


The  thirty-second  annual  provincial  meeting  of  the  Law 
Society  was  held  at  Manchester  last  week,  the  busi- 
ness proceedings  commencing  on  Tuesday,  when  the 
members  of  the  Society  met  together  in  the  Mayor's 
Farlotir,  Town  Hall.  Among  those  present  were  the  Presi- 
dent (Mr.  Henry  Attlee),  the  Vice-President  (Mr.  E.  K. 
Blyth),  Messrs.  J.  S.  Beale,  Robert  Ellett  (Cirencester), 
E.  H.  Fraser  (Nottingham),  W.  E.  Gillett,  W.  J.  Humfrys 
(Hereford),  W.  G.  King,  Henry  Manisty.  T.  Marshall 
(Leeds),  J,  F.  Milne  (Manchester),  and  C.  L.  Samson, 
members  of  the  Coimcil ;  C.  J.  E.  Crosse  (Manchester), 
John  CulMmore  (Chester),  T.  Eggar  (Brighton),  A.  C. 
Peake  (Leeds),  A.  Pointon  (Birmingham),  and  R.  Pybus 
(Newcastle-oorTyne),  extraordinary  members ;  and  E.  W. 
Williamson,  Secretary ;  S.  F.  Bncknill,  Assistant  Secre- 
tary i  and  H.  F.  Biown,  Deputy  Assistant  Secretary. 
Joint  Stock  Companies. 

Mr.  J.  W.  Reid  (London)  read  the  following  paper :  — 

Prominence  has  recently  been  given  to  this  subject  by 
the  report  dated  the  iSth  June  last,  of  the  Committee 
appointed  by  the  Board  of  Trade  (which  I  shall  hereafter 
refer  to  as  "the  Committee  ")  to  inquire  what  amendments 
are  necessary  in  the  Acts  relating  to  joint-stock  companies. 

I  propose  only  to  deal  with  a  few  of  the  subjects  dealt 
with  in  that  report,  and  to  confine  my  remarks  to  matters 
of  broad  principle  rather  than  specific  detail. 

The  Committee  occupy  several  paragraphs  of  their  report 
in  considering  the  recent  diminution  of  company  registra- 
tion in  this  country  ;  and  the  conclusions  at  which  the 
Committee  arrive,  as  to  the  reasons  which  have  caused  this 
diminution,  include  (a)  the  increase  in  the  ad  vatorem  duty, 
imposed  by  the  Finance  Act,  1899,  from  as,  to  5s.  per  ;£ioo 
nominal  capital ;  {b)  the  stringent  provisions  in  Section  10 
of  the  Com{>anies  Act,  1900,  as  to  the  contents  of  the  pro- 
spectus ;  {e)  recent  decisions  on  the  Incometax  Act,  to  the 
effect  that  a  company  registered  or  controlled  in  England, 
and  doing  business  abroad,  is  liable  to  be  taxed  on  the 
whole  of  its  earnings,  whether  made  abroad  or  in  the 


United  Kingdom,  and  whoever  its  shaxeholders  may  be 

domiciled. 

Opinions  will,  no  doubt,  differ  upon  the  question  of 
whether  or  not  the  provisions  of  the  Companies  Act,  1900, 
have  tended  to  diminish  the  registration  of  companies  ;  but 
there  can  hardly  be  two  opinions  that  the  over-taxing  of 
companies,  both  in  the  cajHtal  taxation  on  theii  registra- 
tion, and  in  the  unfair  method  of  taxing  their  income,  is 
part  of  tile  blind  policy  of  "killing  the  goose  that  was 
layii^  the  golden  eggs." 

Taking  the  latter  question  first  (viz.,  income-tax  decisions 
to  which  the  Committee  allude)  it  sems  manifest  that, 
unless  legislation  intwferes  to  stop  the  unfair  results  of 
those  decisions,  a  large  number  of  companies  which  carry 
on  a  business  abroad  will  be  driven  to  register  abroad  and 
have  their  r^stered  o£Sce  out  of  the  United  Kingdom,  so 
as  not  to  come  wdthin  the  mischief  of  such  a  decision  as 
that  wtiich  was  propounded  by  the  House  of  Lords  in  1896 
in  the  case  of  the  San  Paulo  Railway  Company  (73  L.T. 
Rep.  538  J  (1S96)  A.C.  31). 

An  earlier  case  in  the  House  of  I^rds,  known  as 
Colquhouh  V.  Brooks  {61  L.T,  Rep.  518 ;  (1889)  14  App.  Cas. 
493),  had  decided  that  a  sleeping  partner  in  England  in  a 
business  carried  on  in  Australia  was  only  to  be  taxed  in 
respect  of  the  income  which  he  received  in  Enf^and  from 
that  business,  but  was  not  taxable  on  the  profits  of  that 
business  conducted  abroad.  Mr,  Justice  Wright  in  1893,  in 
a  case  known  as  Barlholomay  Brewing  Company  v.  Wyatt 
(69  L.T.  Rep.  561 ;  (1893)  2  Q.B.  515),  had  put  the  question 
of  foreign  trading  by  a  limited  company  registered  in 
England  upon  a  sound  common-sense  basis  when  he  said 
that  "a  business  is  wholly  carried  on  abroad  if  all  the 
"operations  which  earn  the  profit  are  done  abroad,  not- 
"  withstanding  that  the  owner  resident  here  exercises 
"control  over  these  operations  and  ascertains  and 
"  apportions  the  profits." 

Shortly  after  tliis  came  the  uniortunaie  case  of  San 
Paulo  {Braxilian)  Railway  Company  v.  Carter  (73  L.T.  Rep. 
538;  (1896)  A.C.  ji),  where  the  undertaking  which  the 
company  was  incorporated  to  carry  on  was  "the  making, 
managing,  and  working  "  of  a  railway  in  Brazil. 

The  former  Ix>rd  Chancellor  Halsbury,  in  his  judgment 
in  that  case,  said  as  follows  :  "The  company  has  an  office 
"  in  London,  and  I  am  disposed  to  think  that  its  trade  is 
"wholly  carried  on  in  England." 

When  one  asks  how  it  could  be  that,  although  (as  Mr. 
Justice  Wright  had  put  it)  "all  the  operations  which  earn 
the  profit  are  done  abroad,"  yet  the  company's  trade  was 
held  in  this  case  to  be  wholly  carried  on  in  England,  one 
finds  the  answer  (siKh  as  it  is)  in  the  continuation  of  the 
former  Lord  Chancellor's  judgment,  which  says:  "The 
"conduct  and  management,  the  head  and  brain  of  the 
"trading  adventure  are  situated  in  a  place  d^crent  from 
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"  that  in  which  tlie  corporeal  subjects  of  the  trading  are  to 
"be  found.  .  .  .  So  that  the  company  is  carrying  on  the 
"  trade  in  London,  from  which  it  issues  its  orders,  and  so 
"governs  and  directs  the  whole  commercial  adventure  that 
"is  under  its  superiolendcnce." 

The  result  was  that  the  company  was  taxed,  not  merely 
na  the  profits  brought  to  aod  distributed  in  this  country, 
but  on  all  the  profits  made  in  Brazil,  no  matter  how  dis- 
tributed :  and  &is  totally  r^ardless  of  the  fact  that  the 
company's  und^taking  was  subject  to  heavy  taxation  in 
the  country  in  which  it  was  really  carrying  on  its  business 
{viz.,  in  Brazil). 

Some  legal  wag,  at  the  time  of  this  startling  decision, 
suggested  that  the  English  directors  of  the  company  had 
better  in  future  row  out  in  a  boat  beyond  the  three-mile 
limit,  and  hold  their  board  meetings  on  board  the  boat, 
when  the  brain  power  controlling  the  concern  {or  in  the 
former  Lord  Chancellor's  words,  "the  head  and  brain  of 
the  trading  adventure")  could  no  longer  b^  held  to  be 
situated  in  this  country. 

Is  it  surprising,  after  a  decision  of  this  kind,  which 
results  in  a  company  trading  abroad,  but  having  a  regis- 
tered office  in  England,  being  compelled  to  pay  double 
taxation  (viz.,  abroad  and  in  this  country),  that  companies 
whose  operations  are  carried  on  abroad  should  avoid  regis- 
tration in  this  country? 

The  Committee  have  a  paragraph  in  their  report  which 
shows  that  ttiey  have  appreciated  to  some  extent  the  folly 
of  driving  business  away  from  this  country  by  such  short- 
sighted policy.  The  paragraph  is  to  the  following  effect :  — 

''The  facilities  which  exist— or  did  exist— in  this 
"country  for  the  formation  of  companies  here  attracted 
*in  years  past  to  this  country  a  large  amount  of  foreign 
"enterprise  and  foreign  business,  with  very  beneficial 
"  results.  If  the  practice  is  changing,  as  would  seem  to  be 
~  the  case,  and  the  promoter  prefers  to  register  out^e  the 
"United  Kingdonk,  the  e]q>lanation  may  be  that  the  con- 
''ditions  of  registration  are  less  onerous  in  those  countries 
"  than  in  the  United  Kingdom — the  law  as  to  disclosure 
'or  ^e  liability  of  directors  less  stringent — the  stamp  duty 
"on  capital  less  deterrent." 

t  suggest  that  that  paragraph  (besides  alluding  to  the 
stamp  duty  on  capital)  should  have  pointed  out  in  forcible 
language  that  the  taxation  in  this  country  of  all  profits 
made  abroad  (in  addition  to  their  taxation  in  the  foreign 
country  or  colony)  is  the  main  factor  which  has  induced 
companies  which  would,  before  the  decision  of  1896,  have 
been  registered  in  England,  to  seek  registration  abroad, 
aod  be  placed  under  colonial  or  foreign  law. 

The  mischief  done  by  the  decision  to  which  I  have 
alluded  is  far  reaching;  and  a  material  amendment  in 
taxation  law  affecting  companies,  which  I  would  suggest, 
is  that  the  Legislature  should  put  this  question  of  taxation 


on  a  proper  basis,  so  that  it  may  no  longer  be  the  law  that 
because  a  company  is  registered  or  controlled  in  England  it 
is  to  be  held  to  carry  on  the  whole  of  its  trade  in  England, 
and  be  taxed  on  its  whole  profits,  when,  as  a  matter  of 
fact,  every  operation  which  earns  a  profit  is  carried  on  in  a 
foreign  country  or  colony.  Whilst  I  am  writing  this  I  am 
informed  that  the  De  Beers  company  (which  has  been  hit 
hard  by  a  recent  decision)  is  contemplating  a  move  which 
will  not  be  good  for  the  trade  of  this  country ;  but  as  the 
case  has  not  yet  gone  to  the  House  of  Ix>rds  I  refrain 
from  comment  upon  it. 

Before  going  to  other  branches  of  the  subject  I  should 
wish  to  mention  that  what  the  Committee  allude  to  as 
"  the  stamp  duty  on  capital  "  being  deterrent  is  a  matter  of 
substance  when  it  is  remembered  that  under  the  Companies 
Act,  1900,  it  is  obligatory  to  specify  in  the  articles  the 
minimum  subscription  on  which  the  company  is  to  go  to 
allotment,  and  if  upon  publication  of  the  prospectus  the 
company  does  not  float,  the  whole  of  the  registration  fees 
paid  are  entirely  lost  to  the  company,  although  the  Govern- 
ment gets  the  benefit  of  them. 

The  Committee  seem  to  have  been  shocked  at  the  idea 
that  a  considerable  number  of  companies  come  out 
without  the  use  of  a  prospectus,  and  the  Committee  has 
in  its  report  a  long  paragraph  headed  "  I>iminishing  use  of 
Prospectus." 

Now,  the  Committee  recognise  that  one  of  the  reasons  for 
omitting  to  publish  a  prospectus  is  ito  be  found  "in  the 
"  uneasiness  which  some  directors  feel  in  committing  them- 
"  selves  to  the  series  of  statements  required  by  Section  10 
"of  the  Companies  Act,  1900,  having  regard  to  the  grave 
"consequences  which  may  attach  to  any  evea  unintentional 
"  misstatement."  Yet  with  almost  refreshing  inconsistency 
the  Committee  suggest  that  all  companies  not  filing  a  pro- 
pcctus  before  commencing  business  should  be  compelled 
to  file  a  preliminary  statement  containing  similar  informa- 
tion to  tiiat  required  by  Section  to  of  the  Act  of  igoo  in  a 
prospectus,  and  constituting  a  public  document  of  which 
every  buyer  of  shares  in  the  company  would  have  con- 
structive notice. 

When  we  seek  for  the  reasons  of  the  Committee  for 
advocating  this  proposed  innovation  we  are  told  by  the 
Committee  that,  "without  being  very  sanguine  as  to  the 
"practical  usefulness  of  such  a  statement,  we  think  it 
"would  at  least  give  to  intending  buyers  of  and  subscribers 
"for  shares  and  to  possible  creditors  the  opportunity  of 
"  informing  themselves  of  the  character  of  the  company." 

I  am  bound  to  say  that  this  kind  of  thing  sounds  to  me 
very  weak  and  futile. 

Practical  people  ought  to  know  that  the  bulk  of  the 
companies  which  come  out  without  a  prospectus  are  in  the 
nature  of  private  companies,  which  de>not  offen  their 
shares  to  the  public  at  all.    .igitized  by  VjOOQlC 
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In  those  companies  where  the  vendors  or  promoters  take 
a  large  block  of  shares  as  part  of  the  consideration  of  their 
property  or  services  (and  afterwards  dispose  of  such  shares 
on  the  Stock  Exchange  or  privately),  it  is  for  the  seller  of 
such  shares  to  be  careful  to  make  no  misrepresentation, 
and  it  is  for  the  buyer  to  beware  that  he  understands  what 
he  is  acquiring  foe  his  money. 

If  fraud  or  deceit  Ubes  place  in  such  transactions  the 
buyer  would  have  his  remedy  at  law ;  but  why  should  the 
directors  of  the  company  be  saddled  with  the  responsi- 
bility of  putting  on  record  such  a  statement  as  suggested, 
with  all  the  elaborate  particulars  required  by  Section  lo  of 
the  Companies  Act,  igoo? 

I  have  heard  many  humorous  notions  about  the  adjusting 
of  the  responsibility  of  directors.  One  recent  idea  was 
that  the  Registrar  of  Joint  Stock  Companies  should  hold  a 
sort  of  inquiry  into  the  truth  or  otherwise  of  statements 
in  a  prospectus  about  to  be  filed  and  issued,  and  that, 
when  once  the  Re^strar  was  satisfied  that  none  of  the 
statements  in  the  prospertus,  as  amended  by  him,  were 
misleading,  then  no  director  or  other  officer  should  after- 
wards be  liable  for  any  statement  in  a  prospectus  so  settled 
and  passed  by  the  Registrar. 

No  doubt  there  are  many  competent  critics  who  consider 
that  we  have  gone  too  far  in  the  responsibilities  now 
thrown  upon  directors,  and  there  is  something  worthy  of 
careful  consideration  in  the  argument  that,  if  you  make 
the  position  of  a  director  too  onerous,  you  will  choke  off 
respectable  and  responsible  men  of  good  standing  from 
undertaking  directorships,  whereas  the  less  scrupulous 
person  who  has  nothing  to  lose  will  become  more  common 
at  board  meetings. 

Perhaps  some  of  the  most  difficult  subjects  which 
engaged  the  attention  of  the  Committee  are  the  problems 
which  arise  under  the  head  of  "  Underwriting  Commissions 
and  Discounts,"  including  the  question  of  whether  or  not 
shares  in  a  limited  company  should  in  future  be  allowed  to 
be  issued  at  a  discount. 

Widely  divergent  views  are  held  upon  these  subjects,  and 
I  do  not  expect  to  be  able  to  contribute  anything  veiy 
original ;  but  it  may  be  worth  spending  a  few  minutes  in 
considering  the  general  lines  upon  which  any  further 
amendment  of  company  law  relating  to  these  particular 
matters  should  move. 

The  original  principle  of  the  Companies  Act,  1863,  was 
that  the  nominal  amount  of  the  shares  should  be  payable 
in  full,  either  in  cash  or  its  equivalent,  and  it  is  clearly 
quite  against  this  principle  that  a  company  limited  by 
shares  should  issue  such  shares  at  a  discount,  or  that  the 
company  should  pay  to  a  subscriber  a  commission  out  of 
its  capital  for  subscribing  for  shares  at  par. 

The  Council  of  the  Law  Society,  in  an  admirable  report 
made  for  the  use  of  the  Committee,  point  out  that :  "Since 


"the  Act  of  1867  recognised  the  payment  for  shares  other- 
"  wise  than  in  cash,  it  does  not  appear  to  the  Council  that 
'the  rule  which  prohibits  shares  from  being  issued  for  a 
"  money  consideration  less  than  their  full  value  has  rested 
"on  any  solid  foundation,  or  is  calculated  to  benefit  either 
"the  members  of  a  company  or  the  outside  public,  while 
"its  observance  undoubtedly  often  interferes  with  a  com- 
"pany  attaining  legitimate  ends.  The  fact  that  the  rule 
"  does  not  apply  in  the  case  of  companies  incorporated  by 
"  special  Act,  or  otherwise  than  under  the  Companies  Acts, 
"shows  that  there  is  nothing  unsound  in  the  principle  of 
"  allowing  shares  to  be  issued  as  fully  paid  up,  in  consider- 
"ation  of  a  payment  less  in  amount  than  their  nominal 
"value;  and  instances  in  which  such  issues  have  taken 
"place  have  failed  to  show  any  harm  arising  therefrom. 

"  It  is  beyond  question  that  the  credit  of  a  company  does 
"not  depend  upon,  and  is  not  to  be  estimated  by.  the 
**  nominal  amount  of  its  paid-up  capital,  but  upon  its  actual 
"assets  and  liabilities." 

The  report  goes  on  to  intimate  that,  inasmuch  as  the 
property  or  services  given  in  exchange  for  shares  (which 
are  treated  as  fully  paid)  can  be  valued  on  practically  any 
basis  which  the  company  may  think  fit,  it  is  obvious  that 
the  prohibition  against  the  isSue  of  shares  at  a  discount  is 
reduced  to  a  mere  theory. 

Section  8  of  the  Act  of  1900,  by  sanctioning  the  payment 
of  commission  out  of  capital  for  the  procuring  of  the  sub- 
scription  of  capital,  has  to  a  considerable  extent  set  aside 
the  princif^e  of  profadbiting  the  iissue  of  shares  at  a 
discount. 

The  Committee  has  not  had  the  bfildness  tn  Fccmnmend 
the  abolishing  of  the  restrictions  on  issuing  shares  at  a 
discount. 

The  report  states  that,  "  upon  the  whole,  we  are  not  dis- 
"  posed,  as  regards  shares  in  the  original  capital,  to  accept 
the  suggestion  that  the  more  straightforward  course  would 
"  be  to  authorise  in  express  terms  the  issue  of  shares  at  a 
"  discount — not  because  we  think  that  there  is  in  substance 
"any  real  difference  between  the  issuing  of  shares  at  a 
"discount  and  the  payment  to  the  subscribers  for  shares 
"of  a  commission  for  subscribing,  but  because  we  think  it 
"undesirable  and  unnecessary  to  facilitate  the  issue  of 
"shares  at  a  discount  at  the  time  when  a  company  is 
"formed." 

The  Committee  then  go  on  to  intimate  that  a  company 
which  has  been  carrying  on  business  for  not  less  than 
twelve  months,  and  then  desires  to  raise  further  capital, 
might  be  then  permitted  to  issue  shares  at  a  discount. 

The  Committee  do  not  condescend  to  give  any  reason 
why  they  think  it  undesirable  to  facilitate  the  issue  of 
shares  at  a  discount  at  the  time  when  a  company  is  being 
formed ;  and,  although  they  have  no  doijbt  considered  the 
subject,  they  do  Wot  8eem[^|,^i3^j4£4g*'@#ictl»t 
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muiy  of  the  devices  made  use  of  to  avoid  coming  tedml- 
c&lly  within  the  offence  of  issuing  shares  at  a  discount  aie 
&  mischief  in  themselves,  and  tend  to  bring  company  pro- 
motion into  disrepute,  whereas  it  would  probably  be  much 
more  sensible  to  allow  Umited  companies  to  raise  their 
capital  upon  the  tenns  which  they  find  most  convenient. 

The  Committee  do  not  give  any  intimation  about  what 
mischief  it  is  suggested  might  arise  from  giving  to  limited 
companies  the  same  freedom  as  companies  brought  into 
existence  by  special  Act  of  Par^^ament,  and  so  long  as 
proper  publicity  is  given  by  the  filing  with  the  Registrar 
of  Joint  Stock  Companies  of  proper  returns,  showing  the 
terms  upon  which  the  capital  is  being  issued,  I  submit 
that  it  would  be  well  to  sweep  away  the  artificial  restriction 
upon  issuing  shares  at  a  discount,  which  at  present 
unwisely  fetters  limited  companies. 

Before  leaving  the  subject  of  discounts  and  underwriting 
commissions,  I  should  like  to  say  that  I  am  quite  in  accord 
with  the  recommendation  of  the  Committee  that  Section  8 
of  the  Companies  Act,  igoo,  requires  amendment,  so  as  to 
ilkiw  of  the  payment  of  commission  when  there  is  no  offer 
of  shares  to  the  public. 

Speaking  generally,  I  am  inclined  to  think  that,  tn  most 
of  theeffi>rts  for  the  reform  and  amendment  of  company 
law,  too  much  attrntion  ft  paid  and  too  much  sympathy  is 
sbown  for  that  comparatively  rare  creature  known  as  the 
"  deluded  shareholder,"  and  too  little  attention  is  given  to 
that  much  more  common  creature,  the  "  deceived  creditor." 

Tbe  supposed  "deluded  shareholder,"  whether  male  or 
female  (and  perhaps  the  female  variety  is  the  commoner), 
goes  into  a  specalative  venture  greedy  for  gain,  and  is  seldom 
a  sufficient  sportsman  (or  sportswoman)  to  take  the  rough 
with  tbe  nnooth ;  but  is  like  the  unreasonable  "  grumbling 
husband  "who,  when  reminded  that  he  took  his  wife  for 
betteror  vone,  ungallantly  allied  that  it  was  "  all  wrorser 
ai^  no  better." 

My  empathies  are  more  with  the  "deceived  creditor." 
Yon  may  say  that  the  creditor  ought  to  inquire  into  the 
ttandil^[  of  the  company  before  giving  credit,  and  my 
answer  is,  then  give  the  creditmr  some  better  focilitiei  for 
asoertajoing  the  &cts  when  he  does  inquire. 

Tbe  few  remaining  minutes  at  my  disposal  I  propose  to 
devote  to  giving  some  instances  in  which  the  portion  of  a 
reasonably  careful  creditor  might  be  improved. 

Anyone  who  has  had  experience  of  going  to  Somerset 
House  to  inspect  the  file  of  a  limited  company  can  hardly 
have  failed  to  be  struck  with  the  utter  feebleness  of  the  past 
eSorts  of  l^islation  in  the  direction  of  including  (in  the 
docnnMnts  bound  to  be  filed)  anything  that  is  of  any 
practical  nae  to  an  inqnirii^  creditor. 

True,  nnder  the  Act  of  1900  some  of  the  mortgages  and 
charges  of  a  company  (if  created  after  the  passing  of  that 
Act)  have  to  be  registered,  but  mortgages  and  charges  prior 


to  that  Act  need  not  be  registered ;  and,  moreover,  specific 

mortgages  of  freehold  or  leasehold  property  are  not  touched 
by  the  Act  unless  such  mortgages  were  made  (since  the  Act) 
for  securing  an  issue  of  debentures. 

So  that  a  land  company  for  dealing  with  land  and  houses 
may  have  its  landed  property  mortgaged  up  to  the  hilt,  and 
there  is  nothing  to  show  it  on  the  Register  kept  by  the 
Registrar  of  Joint  Stock  Companies. 

Again,  charges  given  to  bankers  and  secured  on  the  invest- 
ment of  the  company  in  stocks  and  shares  do  not  come 
within  tbe  Act. 

In  this  connection  I  welcome  a  recommendation  of  the 
Committee  that  the  more  comprehensive  Register  of  Mort- 
gages and  Charges  (which  under  Section  43  of  the  Com- 
panies Act,  1862,  is  bound  to  be  kept  at  the  company's  own 
offira)  shall  in  hituie  be  open  to  public  inspection ;  and  the 
further  recommendation  of  the  Committee  that  a  statutory 
duty  should  be  imposed  upon  every  company  to  cause  entry  to 
be  made  on  the  Register  at  Somerset  House  of  the  total 
unsatisfied  debt  secured  by  mortgages  or  charges,  which 
would  have  required  registration  had  they  been  created  dnce 
the  coming  into  operation  of  the  Act  of  1900. 

However,  the  giving  of  information  to  a  creditor  about 
mortgages  is  not  sufficient.  Wbat  a  careful  man  requires, 
when  giving  credit  to  a  company,  is  some  accurate  informa- 
tion about  its  assets  and  liabilities. 

It  has  always  been  inexplicable  to  me  wby  there  should  be 
any  hesitation  about  compelling  limited  companies  to  give 
such  information. 

The  usual 'argument  which  one  has  heard  against  making 
limited  companies  give  this  information  has  been  that  it  is 
unfair  to  place  them  in  a  worse  position  than  other  traders. 
But  with  all  respect  to  those  who  use  this  argument,  surely 
tbe  answer  to  it  is  that  as  members  of  limited  companies 
enjoy  the  privilege  of  having  00  responsibility  to  creditors 
beyond  the  amount  of  the  uncalled  capital  on  their  shares,  it 
is  but  reasonable  and  fair  that  those  persons  who  take  the 
risk  of  dealing  with  concerns  enjoying  such  immunity  should 
have  full  Information  as  to  the  assets  and  liaUlitiea  of  such 
concerns. 

It  is  satisfactory  to  find  that  the  Ctnnmittee  has 'recom- 
mended that  "  every  limited  company  ought  to  be  required 
"  to  file  periodically  a  statement  of  its  afbirs  in  the  form  of 
"a  Balance  Sheet,  containing  a  summary  of  its  cajntal,  its 
"  liabilities,  and  its  assets,  giving  such  particulars  as  may 
"  generally  disclose  tbe  nature  of  such  liabilities  and  assets, 
"  and  how  the  valnes  at  which  the  fixed  assets  stand  are 
"  arrived  at." 

The  Committee  also  add  (to  quiet,  I  presume,  the  fore- 
bodings of  those  who  fear  that  this  refbnn  may  become  too 
inquisitorial)  these  words:  "We  do  not  intend  that  snch 

"  Balance  Sheet  diould  include  a  8tateaf«tt^f,xrott^d 
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Now,  although  there  are  many  other  suggested  amend- 
ments in  compaoy  law  to  which  I  should  like  to  allude,  my 
experience  of  these  meetings,  where  a  variety  of  subjects  are 
discussed,  warns  me  to  check  my  enthusiasm,  and  I  will  only 
deal  briefly  with  one  other  thorny  subject  (which  largely 
affects  unsecured  creditors  of  limited  companies).  I  refer  to 
what  are  known  as  "  floating  charges." 

Some  special  prominence  has  been  given  to  this  subject 
lately  owing  to  some  strong  remarks  of  Mr.  Justice  Buckley 
in  the  case  of  London  Pressed  HiMgi  Company,  Lim.  (92  L.T. 
Rep.  409,  1905 ;  I  Ch.  576). 

As  is  no  doubt  well  known,  a  floating  charge  is  usually  in 
the  form  of  a  charge  on  the  undertaking  of  the  company  and 
all  Its  assets,  present  and  future.  The  company  can  carry 
on  its  business  mud  give  a  good  title  to  pnrdiasers  or  to 
mortgagees  taking  a  charge  upon  any  property  specifically 
described  in  the  charge,  andean  pay  creditors  in  the  ordinary 
course  of  business,  so  long  as  the  holders  of  the  floating 
charge  do  not  interfere.  It  is  not  a  charge  upon  any  specific 
property,  but  upon  the  assets  which  belong  for  the  timebdng 
to  the  company,  or  which  may  from  time  to  time  thereafter 
belong  to  the  company. 

The  Committee  state  in  their  report  that,  if  the  practice 
of  raising  money  by  floating  charges  had  recently  com- 
menced (or  had  been  adopted  to  a  small  extent  only),  some 
of  the  Committee  would  have  been  inclined  to  prohibit  this 
mode  of  raising  money  by  a  security  upon  future  assets. 
Yet  the  majority  of  the  Committee  came  to  the  conclusion 
that  floating  charges  do  not  interfere  with  the  general 
creditors  of  the  company  to  such  an  extent  as  to  justify  the 
recommendation  of  their  abolition. 

A  minority  of  the  Committee,  in  a  short,  separate  report, 
staU  that  they  do  not  couaider  that  a  company  should  have 
any  greater  fecility  for  borrowing  than  an  individual ;  and 
whilst  admitting  that  a  company  should  have  unrestricted 
power  to  mortgage  or  charge  its  fixed  assets  (and  should  be 
allowed  to  contract  that  other  fixed  assets  substituted  for 
those  chained  should  become  subject  to  the  charge),  recom- 
mend that  a  company  ought  to  be  rendered  incapable  of 
charging  after- acquired  chattels  or  future  book  debts,  or 
other  property  not  in  existence  at  the  time  of  the  creation  of 
the  charge. 

My  own  view  is  In  &vour  of  this  minority  report. 

Most  Of  Qs  will  apfwedate  the  foct  that  there  is  a  danger 
in  allowing  to  companies  too  great  fodltty  in  the  borrowing 
of  money. 

Reckless  trading  can  be  indulged  in  by  a  company  with 
greater  impunity  than  by  an  individual.  In  the  case  of 
individuals  who  continue  to  trade  after  knowledge  of  their 
insolvency,  their  misconduct  is  dealt  with  under  the  Bank- 


ruptcy Acts,  and  awkward  results  may  &)llow,  such  as 

having  their  discharge  suspended. 

A  company  does  not  suffer  in  the  same  way,  but  can 
"wind-up,"  and  leave  its  unfbrtuDate  trade  creditors  in  the 
lurch. 

Tliis  seems  to  make  it  important  to  scrutinise  with  greater 
care  the  subject  of  borrowing  by  a  company. 

Perhaps  the  most  startling  result  of  allowing  floating 
chaises  in  their  present  Jorm  is  that  the  holders  of  the 
floating  charge,  by  allowing  the  company  to  continue 
trading  until  it  has  obtwued  considerable  quantities  of 
goods  on  credit,  can  step  in  at  the  most  advantageous 
moment  for  themselves,  and  take  these  goods  to  swell  the 
assets  out  of  which  they,  the  debenture-holders,  will  receive 
payment. 

A  grave  scandal  (to  which  the  minority  of  the  Committee 
again  call  attention)  is  that  it  is  possible,  as  things  stand 
now,  for  an  insolvent  debtor  to  sell  his  business  to  a  com- 
pany formed  by  himself,  npon  the  terms  that  it  should  pay 
the  existing  debts  of  the  budness,  and  issue  to  the  insolvent 
debtor  (as  further  consideration)  debentures  charged  on  all 
the  assets,  so  that  when,  by  means  of  goods  obtained  by  the 
company  on  credit,  the  insolvent  debtor  has  paid  off  his  own 
debts,  he  can  reseize  the  business  under  the  powers  con- 
tained in  his  debentures. 

The  majority  of  the  Committee  propose  to  amend  the  law 
by  providing  that  a  floating  charge  ^ven  within  three 
months  before  the  commencement  of  the  winding-up  of  a 
company  shall  be  invalid,  except  to  the  extent  of  the  cash 
actually  advanced  at,  or  subsequent  to,  the  creation  of  the 
charge,  together  with  interest  at  3  per  cent.,  unless  it  is 
proved  that  the  company  was  solvent  at  the  time  the  charge 
was  created. 

I  venture  to  doubt  whether  such  an  amendment  would  be 
sufficient  to  meet  the  injustice  which  is  now  commonly 
suffered  1^  the  large  class  of  manufacturers  and  merchants 

who  supply  goods  on  credit  to  limited  companies. 

It  would  appear  wiser,  safer,  and  more  statesmanlike  to 
sweep  away  the  special  privilege  which  has  grown  up  of 
allowing  a  company  to  charge  after-acquired  chattels,  or 
other  property  not  in  existence  at  the  time  of  the  creation 
of  the  charge. 

It  has  often  been  said  of  a  company  that  it  has  "  no  body 
to  be  kicked  and  no  soul  to  be  damned,"  and  the  way  In 

which  at  present  it  can,  with  its  floating  charges  on  after- 
acquired  assets,  injure  its  ordinary  creditors,  inclines  one  to 
say  with  King  Lear : 

"  Thon  halt  within  thee  undivulgid  criinea 
Unwhipp'd  of  Justice." 

A  short  discussion  followed,  the  spefESly,M^i;eejiA^^  the 
main  with  the  paper.       Digitized  by  VjUOgrL 
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The  Collection  of  the  Estate  and  other  Duties, 
commonly  called  the  Death  Duties. 

Mr.  W.  J.  Hamfrys  (Hereford)  read  the  followiog 
paper:— 

It  is  not  proposed  in  the  present  paper  to  discuss  the  legis- 
latioD  by  which  the  existing  death  duties  were  imposed,  still 
less  to  criticise  the  policy  which  led  to  their  imposition. 

Those  are  matters  outside,  it  is  conceived,  the  province  of 
this  Society.  But  the  mode  in  which  these  duties  are 
collected  and  tbe  practice  of  the  authorities  charged  with 
their  collection  are  matters  of  special  concern  to  memtm^ 
of  onr  profession.  It  is  of  hardly  less  importance  to  the 
State  than  to  the  individual  taxpayer  that  the  burden  of 
duties  which  must  necessarily  weigh  heavily  on  the  persons 
liable  to  them  should  not  be  Increased  by  any  procedure 
tbat  may  add  to  the  expense  and  trouble  incurred  in  their 
discbarge,  or  that  may  cause  any  suspicion  of  injustice  or 
unfairness  in  the  minds  of  those  who  have  to  pay  them, 
however  unfounded  such  suspicion  may  be.  The  object  I 
have  in  view  is  to  point  out  that  in  some  cases  the  present 
practice  appeaxs,  at  all  events,  to  work  injustice,  and  in 
many  others  to  cause  delay,  expense,  and  irritation  that 
might  to  a  great  extent  be  avoided. 

Nothing  is  further  from  my  intention  than  to  makb  any- 
thing like  an  attack  on  the  authorities  at  Smnerset  Mouse. 
I  would  most  freely  acknowledge  their  almost  unvarying 
courtesy  and  their  evident  desire  to  avoid  anything  in  the 
nature  of  injustice  and  oppression,  and  their  criticisms  of 
acoouDts  delivered  do  not  always  increase  the  duty  tendered, 
but  sometimes  reduce  it.  I  can  quite  understand,  moreover, 
that  the  immense  addition  to  the  work  in  the  Death  Duties 
Department  since  the  Act  of  1894  has  resulted  in  a  strain 
which  may  excuae  errors  and  OT«rsi(^ts.  None  the  less  are 
such  errors  (uid  oversi^ts  to  be  deprecated  when  they  lead 
to  claims  that  have  to  be  abandoned  as  made  by  mistake, 
and  still  more  when  their  result  is  to  compel  payment  of 
duties  by  people  who  may  not  unreasonably  believe  they 
have  already  been  paid,  as  in  cases  where  the  claim  is  first 
made  many  years  after  the  duties  became  payable. 

The  principal  reforms  needed  as  I  would  venture  to  suggest 
in  the  procedure  of  the  Death  Duties  Department  are  three 
In  nnmber.  One  of  these  can  only  be  efiectad  by  statute ; 
tbe  others  may  be  dealt  with  by  a  departmental  order. 

(1)  The  present  rule  that  no  time  runs  against  the  Crown 
diould  be  modified.  That  the  authorities  should  be  able  to 
make  claims  for  duties  twenty,  thirty,  or  forty  years  after 
tliey  became  due,  and  at  a  time  when  it  is  impossible  for  the 
persons  liable  to  show  tbat  they  have  been  paid,  must  often 
work  In  jnatice  and  cause  hardship,  and  it  ought  not  to  he 
Dccessary  for  the  protection  of  the  revenue. 

(2)  The  staff  should  be  increased  and  adapted  to  the 
jnaeat  amount  of  bnnness,  so  as  to  prevent  the  delays  and 


errors  that  now  occur,  and  to  enable  claims  for  duties  to  be 
made  within  some  reasonable  time  after  they  become  due. 

(3)  The  old  practice  which  prevailed  for  many  years  of 
permitting  persons  tendering  accounts  either  to  send  such 
accounts  by  post  or  to  attend  with  them  personally  or  by  an 
agent,  discuss  them  with  a  clerk,  and  get  the  duty  assessed 
and  the  matter  disposed  of  at  once  should  be  restored. 

I  know  of  no  means  by  which  I  can  better  explain  the 
evils  of  which  I  am  complaining  than  by  narrating  a  few 
personal  experiences.  Every  one  of  the  cases  I  am  about  to 
mention  occurred  in  my  own  'practice,  so  I  can  vouch  for 
die  accuracy  of  what  I  state. 

In  the  year  1902  some  old  family  clients  of  my  firm 
received  notices  that  legacy  duty  was  due  on  a  sum  of  ;f  5,000 
to  which  they  had  become  entitled  under  an  old  settlement 
and  will  on  the  death  of  their  mother  in  1881.   I  had  no 
difficulty  in  satisfying  the  authorities  that  whatever  duty 
was  due  in  respect  of  the  sum  in  question  had  been  dis- 
charged many  years  previously,  but  I  took  the  opportunity  of 
pressing  upon  the  secretary  the  unfairness  of  making  such  a 
claim  for  the  first  time  more  than  twenty  years  after  the 
duty  became  payable.    I  was  not  much  surprised  that  tbe 
books  at  Somerset  House  suggested  that  this  duty  was  pay- 
able.  The  trusts  affecting  the  funds  of  which  the  sum  in 
question  formed  part  were  very  complicated,  and  a  clerk 
could  hardly  be  blamed  for  failing  to  connect  the  fund 
on  which  duty  had  been  paid  with  the  £5,000  of  which  he 
had  discovered  an  entry  under  a  different  heading,  but  what 
I  urged  as  a  subject  ofcomplaintwas  that  no  notice  had  been 
given  of  the  claim  for  over  twenty  years.  Nobody  but  myself 
bad  any  intimate  acquaintance  with  the  intricacies  of  the 
family  settlements  under  which  the  duties  claimed  arose,  or 
could  have  explained  tbe  manner  in  which  those  duties  bad 
been  discharged,  and  had  I  not  been  alive  the  payment  of 
duty  that  had  already  been  paid,  with  over  twenty  years' 
arrears  of  interest,  would  in  all  probability  have  been 
enforced.    I  received  in  answer  to  my  complaint  a  most 
courteous  and  candid  answer  from  the  secretary,  from  which 
I  extract  the  following  :  '*  As  regards  the  delay  in  making 
'*  applications,  nowhere  is  it  more  regretted  and  nowhere  is 
"  tbe  inconvenience  thereof  more  felt  than  in  this  office.  It 
"  has  arisen  first  from  tbe  enormous  increase  of  late  years 
"  in  the  quantity  of  accounts  and  affidavits  rendered, 
"  necessitating  the  drafting  of  clerks  from  the  review  in 
"  order  to  keep  the  current  work  afloat,  and  secondly 
'*  from  tbe  increased  complexity  of  the  work  since  the  pass- 
"  ing  of  the  Finance  Act,  1S94.    .    .    .    Large  additions 
"  have  been  made  to  the  staff,  and  a  Treasury  Committee 
"  has  met  to  consider  the  whole  working  of  this  office.  This 
"  Committee  was  unanimously  of  opinion.-(hat  it  can.never 
"be  worked  satisfactorily  unlil^heceUsfi^cgDQicij^inoda' 
"  tion  is  provided  for  the  staff.   Accordingly  a  buiicnng  is  in 
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'*  progress  to  receive  the  Audit  and  Exchcqoer  Office,  and 
"  the  consequent  vacating  of  a  portion  of  this  bailding  will, 
"  it  is  hoped,  meet  the  case.  In  the  meanwhile  a  large  staff 
"  is  working  overtime  to  lessen  the  arrear  in  the  review. 
"  YoQ  will  thus  see  that  the  matter  is  well  in  hand,  but  I 
"  fear  it  will  be  a  long  while  yet  before  the  work  is  really 

up  to  the  proper  date  in  the  review  division." 

The  letter  conctudes  with  the  stereotyped  remark  that 
accountable  persons  are  required  by  law  to  pay  the  duty 
when  it  becomes  due  without  waiting  for  applications  from 
the  office.  It  did  not  appear  to  strike  the  writer  that  the 
complaint  he  was  dealing  with  was  that  a  claim  for  duty 
tkat  was  not  due  had  been  made  for  the  first  time  more  than 
twenty  years  after  it  ought  to  have  been  made — if  made  at 
all — and  that  it  was  only  owing  to  the  circumstance  of  my 
being  alive  and  the  family  papers  in  order  that  the  persons 
liable  had  not  been  made  to  pay  it  twice  over. 

In  another  case  which  came  under  my  notice  in  1901  some 
persons  in  a  comparatively  humble  position  of  life  were 
compelled  to  pay  succession  duty  which  I  am  inclined  to 
believe  had  been  previously  discharged.  At  all  events,  the 
duty  in  question  became  payable  in  the  year  1859,  and  no 
claim  bad  reached  the  person  then  entitled  to  the  property 
(an  aged  widow)  until  1901.  All  that  the  old  lady  could  say 
was  that  she  was  confident  money  had  been  paid  to  her 
trustee  on  account  of  this  duty  about  the  time  of  the  death 
of  her  mother  in  1859,  and  she  believed  he  had  paid  it.  The 
trustee  had  long  since  died,  and  there  were  no  means  of 
getting  at  his  papers  or  obtaining  any  information  as  to  what 
he  had  done,  and  so  the  duty,  with  interest  amounting  to  a 
considerable  sum  (having  regard  to  the  position  of  the 
persons  liable),  had  to  be  paid. 

It  is  hardly  surprising  that  such  a  claim  should  give  rise  to 
a  sense  of  injustice  and  oppression  in  the  minds  of  persons 
such  as  the  snfierer  in  that  case. 

That  mistakes  and  overnghts  are  made  in  the  entries  at 
Somerset  House  of  wills  and  other  documents  the  following 
anecdote  will  show. 

One  soaking  wet  day  in  the  winter  of  xgoo  I  was  surprised 
by  a  visit  from  an  old  client  of  mine,  a  well-known  and  well- 
to-do  farmer.  He  seldom  came  to  Hereford  except  on 
market  days,  which  the  day  in  question  was  not,  and  it 
certainly  was  not  one  that  would  be  selected  for  a  long  drive 
into  town.  His  bee,  too,  made  me  imagine  some  serious 
trouble  bad  befallen  him,  and  he  bad  hardly  got  into  my 
room  before  be  began  in  a  very  anxious  tone  :  "  I  thought 
"  you  told  me  that  all  duties  for  which  I  was  liable  under  the 

"  will  of  Miss  liad  been  paid  long  since,  and  that  I  was 

"  under  no  farther  responsibility."  "So  I  did,"  I  replied, 
"and  so  they  have  been."  "Then  look  at  this,"  and  he 
produced  a  letter  from  the  Solicitor  of  Inland  Revenue 
■'-'■eatemng  him  with  proceedings  unless  certain  succession 
s  were  paid  within  fourteen  days,  and  stating  he  was 


liable  for  them  as  a  trustee  of  the  property.  He  assured  me, 
moreover,  that  this  was  the  &:8t  communication  he  had 
received  on  the  subject.  I  managed  to  reassure  him,  to 
some  extent  at  all  events,  by  explaining  that  he  was  not  a 
trustee  of  the  property  in  question  and  was  under  no  kind 
of  liability  whatever  for  the  duty  (the  testatrix  had  died 
before  1898),  and  I  put  myself  in  correspondence  with  the 
Solicitor  for  Inland  Revenue,  and  ultimately  got  an  admis^on 
that  he  found  on  inquiry  that  the  will  on  which  he  had  been 
relying  had  beeo  wrongly  entered  in  the  office  books,  and  be 
apol(^ised  for  the  threat ;  and  in  answer  to  a  question  as  to 
whether  it  was  the  practice  of  the  office  to  make  their  first 
application  for  duty  in  the  shape  of  a  threat  of  proceedings 
I  learnt  that  attempts  had  been  made  to  obtain  the  duty  from 
the  persons  liable,  and  when  these  proved  ineffectual  it  was 
thought  as  well  to  try  a  letter  to  my  client  threatenii^  a  writ, 
albeit  no  previous  application  had  been  made  to  him.  I  tell 
the  anecdote  as  illustrating  the  errors  that  must  from  time 
to  lime  be  made  in  the  office  books  and  the  unfairness  of 
insisting  that  those  entries  ought  never  to  be  questioned. 

Only  the  other  day  I  had  a  claim  for  a  sum  of  estate 
duty  where  I  had  paid  more  than  two  years  previously  what 
were  described  as  "  the  remaining  dudes  under  the  will  of 
the  above  deceased."  I  had  imagined  from  that  letter  that 
a  claim  for  a  sum  of  estate  duty  about  which  we  had  been 
in  cOTFespondence  had  been  waived,  as  the  authorities  had 
an  account  in  respect  of  it  before  them,  and  I  supposed 
that  the  tetter  I  have  referred  to,  which  accompanied  the 
accoants,  was  an  intimation  that  the  estate  duty  in  question 
would  be  abandoned.  However,  when  the  claim  was 
revived  more  than  two  years  later,  the  only  explanation 
vouchsafed  was  that  "  by  some  mischance  it  had  escaped 
notice." 

I  could  mnltiply  illustrations  of  the  evils  of  which  I 
complain,  but  If  mistakes  and  cases  of  hardship  such  as  I 
have  mentioned  come  to  light  in  a  small  country  practice 
lilie  mine,  it  may  be  assumed  that  throughout  the  country 
they  are  by  no  means  rare.  It  would  not  be  ^r  to  lay  the 
blame  on  the  officials  at  Somerset  House  ;  it  is  the  system 
that  is  the  cause  of  all  the  mischi^— the  attempt  to  collect 
the  duties  at  a  minimum  of  cost,  to  save  the  necessary 
outlay  on  proper  buildings,  to  do  the  work  with  an  inade- 
quate staff,  and  to  refuse  such  inducements  as  would  attract 
the  best  type  of  mind  for  work  that  is  of  the  most  difficult 
and  arduous  character,  requiring  for  its  proper  performance 
an  extensive  and  accurate  knowledge  of  certiun  branches  of 
law.  And  while  the  work  of  the  department  is  hampered  by 
lack  of  room,  there  is  the  huge  building  in  Lincoln's  Inn 
Fields  erected  at  a  great  cost  and  devoted  to  the  work  of 
registration  of  title,  an  undertaking  that  does  good  to  no 
one  but  the  officials  employed,  and  which  people  interested 
in  the  transfer  of  land  would  have  n^n^okuaJessltbey  were 
compelled.  Digitized  by  VjOOgrC 
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To.tam  to  tbe  thiid  of  my  grievances. 

Under  the  present  system  all  accounts  have  to  be  sent  by 
post,  and  as  a  cooseqaence  it  often  takes  many  weeks,  some- 
times months,  to  get  accounts  passed. 

Recently  it  took  just  six  months  to  get  tbe  accounts  of  a 
considerable  estate  accepted  and  the  duties  paid.  It  is  quite 
true  the  accounts  were  more  than  usually  intricate  and 

difficult,  but  I  have  little  doubt  that  had  I  been  permitted 
to  send  the  papers  in  the  first  instance  by  an  agent,  as  was 
my  custom  in  the  old  days  m  such  cases,  the  whole  matter 
would  have  been  cleared  in  a  month. 

The  accounts  were  sent  up  in  the  middle  of  February — 
they  came  back  early  in  March  with  a  series  of  requisitions 
for  fresh  accounts  and  affidavits,  and  these  were  sent  up 
before  the  end  of  March.  Shortly  afterwards  they  were 
agun  returned  with  other  requisitions,  and  this  led  to 
farther  correspondence  and  further  alterations — when  at 
last,  abont  the  end  of  May,  I  hoped  they  were  satisfied. 
Then  anoAer  point  was  raised,  and  we  were  asked  whether 
the  trustees  contemplated  providing  for  some  annuities  given 
by  the  will  by  purchasing  annuities,  by  setting  aside  funds  to 
answer  them,  or  by  paying  them  out  of  residue.  The  only 
true  answer  that  could  be  given  was  that  the  trustees  had 
not  made  np  their  minds,  and  could  not  make  them  up  till 
after  the  duties  had  been  assessed  and  paid,  an  answer  which 
appeared  to  be  deemed  satisfactory,  as  about  the  middle  of 
June  another  objection  was  raised,  and  we  were  asked  to 
apportion  a  namber  of  payments  between  realty  and 
personalty,  and  when  this  had  been  done  the  question  of  the 
mode  of  providing  for  the  annuities  was  raised  again,  with 
the  result  that  the  doty  was  at  last  assessed  on  the  17th 
August. 

This  is  by  no  means  an  isolated  instance  of  the  delay  and 
difficulty  the  present  practice  occasions.  I  am  quite  aware 
that  in  many  cases  there  is  far  less  reason— sometimes  no 
reason  whatever— for  complaint.  Everything,  however, 
seems  to  depend  on  the  clerk  to  whom  the  accounts  are 
referred.  Some  are  more  or  less  rapid,  and  papers  that  go 
before  them  are  frequently  returned  approved  without 
objection,  and  when  criticised  or  objected  to  the  remarks 
and  reqnimnMits  are  intelligible,  and  the  accounts  are 
passed  with  reasonable  speed.  With  other  officials,  how- 
ever, it  is  very  different.  Some  of  them  have  peculiarly 
technical  minds,  and  return  papers  and  give  a  vast  deal  of 
trouble  for  all  kinds  of  trivial  reasons  which  do  not  in  tbe 
least  affect  the  amount  of  the  duty.  They  take  first  one  set 
of  objections,  and  when  these  are  removed  raise  others,  and, 
indeed,  appeu*  tobave  only  sought  an  excuse  for  postponing 
the  evil  day  when  the  papers  must  be  fully  examined  and 
dealt  with.  Indeed,  in  some  cases  the  wording  of  the 
criticisms  and  obiections  is  not  very  intelligible,  and  the 
other  day  I  had  to  reply  to  a  set  of  otrjections  that  I  really 


could  not  work  out  proportions  of  x,  or,  in  other  words,  of 
an  unascertained  amount. 

Much  of  the  delay  and  annoyance  that  this  sort  of  objec- 
tion entails  might  be  obviated  by  the  attendance  of  agents,  who 
would  discuss  the  whole  matter,  ascertain  exactly  what  was 
wanted,  and  get  accounts  passed  in  a  very  few  days. 

I  recollect  one  such  case  shortly  before  the  new  regula- 
tions came  into  force  where  an  exceedingly  complicated  set 
of  accounts  involving  questions  about  which  there  was 
ample  room  for  dififerences  of  opinion — certainly  as  much  as 
in  the  case  I  have  referred  to— were  all  passed  in  about  a 
week,  whereas  under  the  present  practice  I  doubt  if  they 
would  have  been  cleared  in  less  than  several  months,  unless 
indeed  we  had  been  more  than  nsually  fn-tunate  in  the 
official  who  had  cognisance  of  them. 

It  would  not  be  fair,  as  I  have  already  said,  to  Uame  the 
clerks  for  the  existing  delays.  They  are  not  sufficient  in 
number  to  do  the  business,  they  are  taken  from  time  to  time 
— as  mentioned  in  the  letter  I  have  already  quoted — from 
the  current  work  to  deal  with  the  report,  and  then  when  the 
current  work  gets  in  arrear  are  supposed  to  get  over  these 
arrears  by  workii^  overtime,  and  it  is  no  doubt  convenient 
to  the  persons  responsible  for  this  state  of  affairs  that  a 
clerk  should  be  able  to  take  his  own  time  over  accounts  he 
has  to  deal  with,  however  great  the  annoyance  and  loss  to 
the  legatees  and  other  people  who  are  kept  out  of  their 
money  by  these  delays.  In  the  case  I  mentioned  above  we 
had  several  thousand  pounds  lying  practically  idle  for 
months  owit^  to  the  delay  in  getting  the  duties  cleared. 

There  are  some  other  reforms  that  are  required,  though 
they  are  of  less  importance. 

We  want  some  arrangement  by  which  a  certificate 
that  all  duties  affecting  any  particular  property  have 
been  discharged  may  be  readily  obtained.  At  pre- 
sent the  authorities  will  only  give  such  a  certifi- 
cate as  of  right  to  the  person  who  has  actually  paid 
these  duties,  and,  although  information  is  occasionally 
vouchsafed  to  other  people  (a  concession  that  has  only  been 
made  as  the  result  of  pressure  by  the  Council  of  this  Society), 
it  is  given  in  a  grudging  and  unsatisfactory  way. 

Why  should  it  not  be  open  to  any  person  on  filling  up  a 
form  stating  that  he  has  an  interest  in,  say,  Blackacre 
devised  by  the  will  of  John  Jones  proved  on  a  certain  day — 
to  require  the  authorities  to  state  if  all  duties  affecting  that 
property  under  the  testator's  will  have  been  paid.  A  small 
fee — a  shilling  or  half-a-crown — might  be  payable  for  the 
certificate,  but  why  should  there  be  any  difficulty  in  obtain- 
ing information  which  is  very  often  required  as  a  matter  of 
title  ? 

All  other  documents  of  record  are  open  to  inspection,  and, 
in  fact,  special  arrangement^.hj^ve  J:^i^j^^^^^i|^tate 
searches  for  judgmenta  and  s&Sar  charges.  ahoulf' 
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any  di£6culty  be  made  in  affording  information  as  to  existing 
charges  for  death  duties  ? 

Another  small  grievance  is  cansad  in  many  cases  by  the 
rule  the  authorities  have  made  that  the  gross  amount 
realised  by  the  sale  of  the  property  of  a  testator,  more 
especially  of  chattels,  such  as  plate,  pictures,  and  the  like, 
shall  be  treated  as  the  value  for  estate  duty,  without  any 
dedaction  in  respect  of  the  expenses  incurred  in 
preparing  for  sale.  It  is  obvious  that  works  of  art — articles 
of  vertu,  china,  and  similar  effects — will  fetch  a  very 
different  price  if  offered  to  a  broker  or  a  dealer  than  they 
will  if  submitted  to  experts,  offered  by  auction,  and  bandied 
in  some  such  way.  This  must,  however,  involve  expense, 
and  it  would  surely  be  only  just  that  some  allowance 
should  be  made  in  this  account  when  the  price  realised  at 
a  sale  is  taken  as  the  value  of  the  effects  for  estate  duty.  A 
stlU  greater  hardship  is  sometimes  worked  by  the  hard  and 
fast  rule  the  authorities  have  laid  down  that  the  value  of 
life  policies  forming  part  of  an  estate  are  to  be  valued  as 
worth  25  per  cent,  more  than  the  snrrender  value,  because 
on  some  occasions  such  policies  will  fetch  when  offered  by 
auction  some  such  price  in  excess  of  the  snrrender  value. 
In  many  cases  die  cost  of  an  auction  would  be  out  of  all 
proportion  to  the  value  of  the  policy,  and  the  amount  that 
can  be  obtained  in  excess  of  the  surrender  value  by  a  sale 
under  the  hammer  varies,  as  we  all  know,  coQ^derably. 
However,  these  are  small  matters  of  detail,  and  [nrobably 
when  the  attention  of  the  authorities  is  called  to  them  they 
may  be  remedied,  and  the  complaint  applies,  though 
possibly  not  witb  equal  force,  to  the  rule  that  real  properly 
is  to  be  treated  bs.  having  been  worth  the  gross  amount  it 
may  realise  when  sold  without  any  deduction  for  tiie  cost  of 
sale,  bat  this  is  not  the  only  difficulty  that  has  to  be  faced 
in  connection  with  the  duties  on  realty. 

If  I  have  at  all  succeeded  in  the  object  I  have  had  in  view 
I  have  shown  that  reforms  in  the  practice  at  Somerset 
House  are  urgently  called  for,  but  I  believe  that,  if  the 
Government  can  be  induced  to  limit  the  period  during  which 
the  death  duties  caxt  be  recovered  (except  perhaps  in  cases 
of  fraud  or  wrilful  suppression  of  facts  that  should  have  been 
disclosed)  the  other  reforms  I  have  advocated  will  follow. 
At  present  the  authorities  are  content  to  allow  duties  to 
remain  unclaimed  because  they  know  they  can  recover  the 
amonnt  with  interest  at  any  time,  and  it  matters  little  to 
them  how  great  the  hardship  or  suffering  caused  by  the 
delay. 

The  provision  io  the  Customs  and  Inland  Revenue  Act 
of  1S89  limiting  the  period  during  which  as  against 
purchaserB  for  valuable  consideration  real  estate  remains 
charged  with  succession  duty  has  resulted  in  great  saving 
of  trouble  and  expense  in  many  cases,  and  would  it  not  be  a 
fair  and  reasonable  concession  for  the  Crown  to  make  to 
limit  its  right  to  recover  unpaid  death  duty  of  every  kind 


to  a  period  of,  say,  twelve  years  after  it  became  due  ?  Sncb 
a  provision  might  lead  to  the  employment  of  a  more 
adequate  staff,  and  then  some,  at  all  events,  of  the  leasmu 
which  have  led  to  the  present  practice  of  insisting  on  all 
papers  being  sent  by  post  would  disappear. 

I  hope,  at  all  events,  this  paper  mayeltdt  seme  expres- 
sions of  opinion  and  some  account  of  the  experience  of 
other  members  of  the  profes^cm,  and  I  may  perhaps  say 
that  I  have  discussed  the  question  of  the  importance  of  our 
being  allowed  to  present  pliers  personally  or  by  an  agent 
from  the  point  of  view  of  a  country  solicitor  practising  at  a 
considerable  distance  from  London.  A  right  to  an  interview 
by  appointment  is  of  no  value  to  persons  in  my  position. 
The  cases  must  be  few  and  hr  between  in  which  it  will  be 
practicable  in  the  case  of  solicitors  residing  150  miles  from 
London  for  the  partner  or  clerk  acquainted  with  a  particalir 
bu^aess  to  make  a  journey  to  Somerset  House  to  discuss 
each  point  as  it  is  raised,  and  it  is  often  impossible  to  give 
satisfactory  instructions  to  an  agent  after  the  discussions  cm 
and  alterations  of  the  accounts  have  rendered  them  hope- 
lessly complicated. 

I  cannot  but  think,  however,  that  the  officials  chaiged 
with  the  collection  of  these  duties,  not  merely  the  staff  at 
Somerset  House,  but  still  more  members  of  the  Government, 
must  be  anxious  to  remove  grounds  for  reasonable  dissatis- 
faction and  complaint,  and,  if  this  meeting  takes  the  same 
view  of  the  matter  as  tiiat  to  which  I  have  endeavoured  to 
give  expression,  perhaps  the  Council  may  see  its  way  to 
^proach  the  authorities,  and  may  be  able  to  persuade  them 
to  improve  the  existing  arrangements  and  enable  us  to  pass 
accounts  and  pay  duties  with  much  less  delay,  difficulty,  and 
expense  than  we  can  at  present. 


Mr.  J.  H.  Cooke  moved,  and  Mr.  C.B.O.Ge{^  seconded  : 
"  That  the  Council  be  requested  to  consider  the  expediency 
"of  sending  a  print  of  Mr.  Humfrys'  paper  to  tfaeautho- 
"  rities  with  a  view  to  the  grievances  tbereiu  referred  to, 
"  which  are  extremely  common,  beii^;  remedied." 

The  motion  was  nnanimously  adopted. 

{Tht  Law  Tims.) 


Aeetinas  for  tbe  eitsutng  Meelt. 


TutsdAjf  —  Institute  of  Charter£d  Accountants.  — 
General  Purposes  Committee,  at  3  p.m. 

Wednesday— litsTiTVTE  of  Chartered  Accodktamts.  — 
Parliamentary  and  Law  Committee,  at  3  p.m. 

FnVb^— Liverpool  Chartered  Accountants  Stoobhts' 
Association. — ^Joint  Debate  with  the  Sheffield  Char- 
tered Accountants'  Students — subject,  '<  {na)|MSttE  " 
—at  the  Library.  3  Lord  Street ;  6  p^rtPx 
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preioentfon  of  Corri^ptton  act»  1900. 

[fi  Edw.  VII.  Ch.  34.] 


Am  Act  for  the  better  Prevention  of  Corruption. 

[4th  August  1906.] 

Be  it  enacted  by  the  lUng's  most  Excellent  Majesty,  by 
and  with  the  advice  and  consent  of  the  Lords  Spiritual  and 
Temporal,  and  Commons,  in  this  present  Parliament 
assembled,  and  by  the  authority  of  the  same,  as  follows  :  — 

!•— (i)  If  any  ^nt  corruptly  accepts  or  obtains,  or 
agrees  to  accept  or  attempts  to  obtain,  from  any 
person,  for  himself  or  for  any  other  person,  any  gift 
or  consideration  as  an  inducement  or  reward  for 
doing  or  forbearing  to  do,  or  for  having  after  the 
passing  of  this  Act  done  or  forborne  to  do,  any  act  in 
relation  to  his  principal's  affairs  oi  business,  or  for 
showing  or  forbearing  to  show  favour  or  disfavour  to 
any  person  in  relation  to  his  principal's  affairs  or 
business;  or 

If  any  person  corruptly  gives  or  agrees  to  give  or 
offers  any  gift  or  consideration  to  any  agent  as  an 
inducement  or  reward  for  doing  or  forbearing  to  do, 
or  for  having  after  the  passing  of  this  Act  done  or 
forborne  to  do,  any  act  in  relation  to  his  principal's 
aflairs  or  business,  or  tor  showing  or  forbearing  to 
show  favour  or  disfavour  to  any  person  in  relation 
to  his  principal's  affairs  or  business  ;  or 

If  any  person  knowingly  gives  to  any  agent,  or  if 
any  agent  knowingly  uses  with  intent  to  deceive  his 
principal,  any  receipt,  account,  or  other  document  in 
respect  of  which  the  principal  is  interested,  and 
which  contains  any  statement  which  is  false  or 
erroneous  or  defective  in  any  material  particular,  and 
which  to  his  knowledge  is  intended  to  mislead  the 
principal ; 

be  shall  be  guilty  of  a  misdemeanour,  and  shall  be  liable  on 
coavictioo  on  indictment  to  imprisonment,  with  or  without 
hard  labour,  for  a  term  not  exceeding  two  years,  or  to  a 
fine  not  exceeding  five  hundred  pounds,  or  to  both  such 
imprisonment  and  such  fine,  or  on  summary  conviction 
to  imprisonment,  with  or  without  hard  labour,  for  a  term 
not  exceeding  four  months,  or  to  a  fine  not  exceeding  fifty 
pounds,  or  to  both  sach  imprisonment  and  such  fine. 

(3)  For  the  purposes  of  this  Act  the  expression  "con- 
sideration "  includes  valuable  consideration  of  any  kind ; 
the  expression  "agent "  includes  any  person  amplc^red  by 
or  acting  for  another;  and  the  expression  'principal" 
ioclndes  an  em^^yer. 

(3}  A  person  serving  ander  the  Crown  or  under  any 
corporation  or  any  municipal,  borough,  county,  or  district 
cooncil,  or  any  board  of  guardians,  is  an  agent  witlhin  the 
meaning  of  this  Act. 
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2.  — (i)  A  prosecution  for  an  offence  under  this  Act  Aall 
not  be  instituited  without  the  consent,  in  England  of  the 
Attorney-General  or  Solicitor-General,  and  in  Ireland  of 
the  Attorney-General  or  Solicitor-General  for  Ireland. 

(2)  The  Vexatious  Indictments  Act,  1859,  as  amended  by 
any  subsequent  enactment,  shall  apply  to  offences  under 
this  Act  as  if  they  were  included  among  the  offences  men* 
tioned  in  Section  i  of  that  Act. 

(3)  Every  information  for  any  offence  under  this  Act  ihaU 
be  upon  oath. 

(4)  The  expenses  of  any  prosecution  on  indictment  under 
this  Act  shall  be  defrayed  as  in  cases  of  indictment  for 

felony. 

(5)  A  Court  of  quarter  sessions  shall  not  have  jurisdiction 
to  inquire  of,  hear,  and  determine  prosecutions  on  indict- 
ments for  offences  under  this  Act. 

(6)  Any  person  aggrieved  by  a  summary  conviction  under 
this  Act  may  appeal  to  a  Court  of  quarter  sessions. 

3.  — ^This  Act  shall  extend  to  Scotland,  subject  to  the 
following  modifications: — 

(1)  Section  2  shall  not  extend  to  Scotland; 

(2]  In  Scotland  all  offences  which  are  puni^able  under 
this  Act  on  summary  conviction  shall  be  prosecuted 
before  the  sheriff  in  maimer  provided  by  the 
Summary  Jurisdiction  (Scotland)  Acts. 

4.  — (i)  This  Act  may  be  cited  as  the  Prevention  of 
Corruption  Act,  1906. 

(2)  This  Act  shall  come  into  operation  on  the  first  day  of 
January  nineteen  hundred  and  seven. 


iSanftruptq?  act,  \$$3. 

Report  by  the  Board  of  Tradt  laid  before  both  Houstt 
of  Parliament  under  Section  131  of  the  Bankruptcy  Act,  1883, 


To  the  President  of  the  Beard  of  Trade. 

Sir, 

I  have  the  honour  to  submit  the  Twenty-third  General 
Annual  Report  on  the  various  matters — administrative, 
financial,  and  judicial — within  'Ae  Bankruptcy  Acts,  for 
presentation  to  Parliament. 

A  Report  by  the  Inspector-General  in  Bankruptcy  on  the 
administration  of  the  Bankruptcy  and  Deeds  of  Arrange- 
ment Acts  is  annexed,  and  the  accompanying  Tables 
furnish  the  usual  statistical  details  both  for  the  past  year 
and  for  a  series  of  previous  years. 

A  Report  by  the  Solicitor  to  the  Board  of  Trade  on  pro- 
ceedings conducted  by  him  is  also  annexed. 

These  Reports  and  Tables,  as  contained  in  the  Annexes 
hereto  form  part  of  the  General  Annual  Report  which  the 
Board  of  Trade  have  caused  to  be  prepared  for  the  purpose 
of  being  laid  before  both  Hog|^o|^^l^^^i^^|i^d 
b/  the  Act.  O 
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Financial  SesuUs. 
The  following  is  a  Statement,  furnished  by  the  Treasury, 
of  Receipts  and  Expenditure  on  account  of  baakmptcy  pro- 


ceedings during  the  year  ended  31st  March  1906. 
figures  are  subject  to  revision. 


The 


Account  showing  the  Receipts  and  Expenditure  od  account  of  Banxruptcv  Proceedings  during  the 

Year  ended  31st  Mut^  igo6. 


PartictilarB  of  Receipts 

Amount 

Futicolars  of  Expanditars                     |  Amowit 

Net  Amount  received  by  the  Inland  Revenue  for  Stamps 
issued  in  respect  of  Bankruptcy  business  (less  estimated 
cost  of  collection  and  manufacture  of  Stamps)     . ,      . . 

Dividends  on  Funds  invested  under  Section  76  of  the  Bank- 

Creail  for  Rent  Ot  34  Lincoln's  Inn  Fields  (purchased  from 
Buikmptcy  Fnn«),  now  uwd  by  another  Depattmeni  . . 

C 

'  53.544 
65.409 

17.757 
400 

*Salariesof  Officers,  &c.  (not  inclnding  salaries  of  Judges  ^ 

either  of  the  Supreme  Court  or  County  Courts) . .       . .  ,     i  to.717 
Remuneration  to  County  Court  Registrars  in  respect  of 

Incidental  and  Travelling  Expenses,  including  postage  . .  6,830 
Pennons  and  Compensations  tinea  January  1 1884        . .  4i77> 

Accounts  relating  to  Bankruptcy  Adhinistration  prior  to  the  Bankmptcy  Act,  Z883. 


Dividends  which  would  have  arisen  on  Stock  transferred  10 
the  National  Debt  Commlaalooers  and  cancelled  under 
the  Courts  of  Juttke  (Salaries  and  Funds)  Act,  i86g,  if 
■nch  Stock  had  not  been  cancelled  

Las  Income  Tax   

Total   


35.499 
1.775 


f33.7*4 


Cost  of  Bankruptcy  Prosecutions   

Pensions  and  Compensations  before  January  1 1IS4 


Total 


M78 
1.89s 


f3.373 


*  Including  salaries  of  officers  of  the  Bankruptcy  Dejpartment  of  the  High  Court  of  Justice,  and  a  sum  of  £3.333,  being  the  amount 
estimated  by  the  Board  of  Trade  to  represent  the  services  01^  officers  of  that  Board  enploTed  on  Bankruptcy  business  but  not  paid  from  the 
Vote  for  the  Bankruptcy  D^artment. 

The  following  table  diows  tiie  receipts  and  expenditure  in  each  year  under  the  Act  of  1883 : — 

Return  showing  the  Total  Receipts  and  Expenditure  on  account  of  Bankruptcy  Proceedings  daring 
the  Years  ended  31st  March  from  1885  to  1906. 


Years  ended  31st  March 


Total  Receipts 

including 
Dividends  on 
Cancelled 
Slock 


Total 
Expenditure 


Including  Dividends  on 
Cancelled  Stock  credited  under 
33  &  33        c.  gi,  a.  13 


Snrplua 


Deficiency 


Excluding 
Dividends  on 
Cancelled  Stock 


Defioieocy 


s  d 

19  4 

I  o 

17  5 


£  >  d  £ 

i88s    I     le/jjaea  16  7  '  153.138 

1B86    i<^>i03  14  II  173.171 

iBSy    3oi,s33  6  3  161,694 

1888    I     310,529  4  6  186,717 

1889    319.869  4  7  188.73a 

1890     I     167,910  9  7  183,806 

i^i    1^.744  I  t  181,654 

r892    I     185,891  I  5  171,570 

1893    '     igi.133  10  10  .  173.960 

    I     191.330  7  9  177.3" 

rfW    164.359  6  7  177.341 

1896    ,     174.S41  9  3  174.464 

iBg7    I    173.177  2  10  167.733 

iBgR    168,603  15  6  161.353 

>899     I     133.130  o  4  i6ifisa 

tgoo    '     i09i43i  i7  10  159.911 

1901    173,015  o  7  139.301 

1903    17I1301  7  10  160,000 

1903    171.199  7  7  163.619 

1904                                                       ..  i;tMM4  1  4  165.084 

1903    171.836  19  9  164.8Q9 

igoS  (approzinuta  bgnres)    170.834  o  o  166^930  o  o 

ToUls    3.990>5a7  6  6  3>737>»>3  3  9 


£ 

13.9>3 
84,933 
19.837 
33,811 
31,136 
3,103 

14.335 
15.193 
14.118 
7,018 
76 
4.4S4 
7.«3 
13,071 

9.SI9 
13,814 
11,301 

7.580 


a  d 

17  3 


5  8 
17  11 
14  « 

0  10 
II  1 
II  6 

1  3 
II  II 

16  1 


3  5 

4  o 
II  10 

6  10 
o  o 


s  d 


I3.gi0  13  3 


347.333  16  4  i3>9if  13 

.  _..Digtti2,a!ltiy_> 


£ 
37434 
16.06B 
«iii» 
17.360 
33,113 
36,833 
51.983 
33.747 

33.879 
33.790 
30.738 
37.670 
33.393 
30,493 
33.675 

38,236 

34,4H 

S.396 
,773 
99^10 


s  A 
6  I 

li 

3  » 
13  3 
13  10 

18  D 

*  'I 
13  8 


18 
14 

1  3 
5  11 


18  8 
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BankrufUy  EsitUts  Aceoumt. 
The  payments  into  and  oat  of  the  Bankzuptcy  Estates 
AccoTint  in  respect  of  estates  under  the  Act  of  1883  and 
prior  Acts  for  the  periods  ended  31st  December  igoo  to 
1905  have  been  as  follows :  — 


Pajrmenti  in 
Payments  ont 

190D 

1901 

1901 

1903 

1904 

190s 

£ 

1.347,750 

1.383.993 
M33.S93 

£ 

1,240,691 
1,168,177 

£ 

1,131,831 
1,141,728 

£ 

1,383.896 
1.243.465 

£ 

I  >  138,310 
i,no,s84 

Changes  in  Official  Staff. 

It  is  with  sincere  regret  that  I  have  to  record  the  death  of 
Mr.  Edwin  Hough,  late  Inspector-General  in  Bankruptt^, 
which  took  place  on  the  30th  April  last.  Mr.  Hough 
entered  the  service  of  the  Board  in  1867,  and  was  for 
sixteen  years  in  the  Commercial  Department.  He  took  an 
active  part  in  assisting  in  the  pieparation  of  the  Bank- 
nqitcy  Act  of  18831  and  was  appointed  Chief  Clei^  of  the 
Bankruptcy  Department  on  its  formation.  He  was  subse- 
quently made  an  Inspector  in  Bankruptcy,  and  upon  the 
retirement  of  Mr.  John  Smith,  C.B.,  in  January  1904,  was 
appointed  Inspector-General  in  Bankruptcy.  By  his  death 
the  department  has  lost  the  services  of  a  zealous  and  able 
official,  who  devoted  all  his  enemies  to  the  performance 
of  arduous  duties. 

Mr.  William  Evans,  formerly  the  0£Bcial  Receiver  for 
ttie  Chester  and  North  Wales  District,  and  for  seventeen 
years  Iiupector  of  Official  Receiver,  baa  been  appointed  to 
succeed  Mr.  Hough  as  Inspector-General  in  Bankruptcy. 

Changes  in  the  staff  of  the  Official  Receivers  were  caused 
by  the  death  of  Mr.  Thomas  Bullock  (Hanley  and  Shrews- 
bnry)  and  of  Mr.  F.  Aston  Dawes  (Salisbnry)  and  by  the 
retirement  of  Mr.  A.  S.  Maples  (Hull  and  Giimsby). 

The  following  list  indicates  the  consequent  changes 
and  re-arrongement  of  districts :  — 


Name  of  Oficer 
Vacating 

EHstrlct 

'       Nanu  of 
SuGceasor 

T.BaUoek  .. 

A.  S.  MaplM.. 
P.A.DawM.. 

Hanley,  Burslem,  &  Tunstall 
Nanlwlch  and  Crews   . . 

Stafford  

Stoke-on-Trent  and  Longton 
Shrewsburj' 

Madeley  

Hull..   

Veovil    t 

F.  T.  Halcomb 

F.  CarisB 
C.  H.  King 

Tilne;  Barton 

Transferred  to 

Portsmouth 

Appointment  of  Departmental  Committee. 
A  Committee  has  been  appointed  by  the  President  of  the 
Bcnrd  of  Trade,  and  is  now  sitting,  for  the  purpose  of 
taking  evidence  and  reporting  upon  varions  matters  con- 
nected with  bankruptcy  and  deeds  of  arrangement,  upon 


which  representations  from  public  bodies  and  individnals 
have  from  time  to  time  been  received  by  the  Board.  The 
principal  questions  referred  to  the  Committee  are,  briefly 
stated,  as  follows : — 

(i)  Investigation  of  bankrupt's  conduct  and  imposition  of 
punishment. 

(3)  Provisions  of  law  relating  to  discharge  of  bankrupts. 
(3)  Refusal  of  certificates  to  bankrupt  solicitors. 
(4]  Realisation  of  property  of  bankrupts. 

(5)  Modification   of   law   relating   to  after-acquired 
property. 

(6)  Provisions  of  law  relating  to  bankruptcy  of  married 
women. 

(7)  Provisions  of  law  relating  to  claims  under  marriage 

settlements. 

(8)  Deeds  of  arrangement. 

(9)  Registration  of  assignments  of  book  debts,  hiring 
agieements,  &c. 

Bankruptcy  Ligislaiiou  in  the  Cclomet, 
By  a  Transvaal  Ordinance  (No.  5  of  1905}  Article  149  of 
Law  No.  13  of  1895,  which  provided  that  crimes  of  fraudu- 
lent and  culpable  insolvency  shall  be  tried  before  a  jury,  is 
repealed;  power  is  given  to  I3ie  Lieutenant-Governor  to 
appoint  an  Insolvency  Commission;  and  a  new  tariff  of 
fees  chargeable  by  the  Master  in  insolvency  and  liquida- 
tion matters  is  substituted  for  that  previously  in  force. 

I  am. 

Sir, 

Your  obedient  Servant, 

H.  Llkwbllyn  Smith. 

Board  of  Trade, 

and  October  1906. 


ANNEX  No.  I. 


Report  by  the  Inspectot-Gnural  in  Bankrupi^  on  the  general 
worhing  of  the  Banhmptcy  Acts,  1883  and  rSgo,  for  the  ytar 
ending  31st  Detemhtr  1905. 


To  the  Secretary  of  the  Beard  of  Trade. 

Sir, 

I  have  the  honour  to  submit,  for  the  information  of  the 
Board  of  Trade,  the  following  Report  on  the  administration 
of  the  Bankruptcy  Acts  for  the  year  ending  31st  December 
last. 

Amount  of  Insolvency. 


The  following  figures  furnish  a  tabular  view  of  the  total 
amount  of  insolvency  in  England  and  Wales  under  the 
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Undtr  tht  Bankruptcy  Acts,  1883  and  1890. 


Number  of . 

Receiving  Liabilltie<i 
Orders  and  as 
Administra-'  estimated 
lion  Orders  by  Debtors 

(Sec.  I  as) 

Aiifvets 
as 

estimated 
by  LiebioTs 

Ei^ti  mated 

Loss  to 
Creilitors* 

1896  

1897  

IS9S  

1899  

190s  

1904  

I90S  

Increase  duririK  P»i 
Decrease  do. 

4-'7o 
4,098 
4,310 
4."i 
4,4'0 
4,244 

4.203 
4.386 
4.546 
4,764 

f 

5.919.197 
5-771.557 
6,827.728 
5.925.221 
6.479.3'5 
6.794,320 
5,569.669 
5.320.967 
6,961 ,836 
5.913.867 

£ 

2.339.936 
3, 803.603 
3,622.492 
1.937-170 
2,603.138 
3.342,445 
2,770.B8i 
2.535.43= 
2,803.594 
3.343.637 

£ 

5.139.218 
4,837.356 
5,953.564 
5.279.499 
5,611,569 
5.713.505 
4,646,042 
4.475.^33 
6,027,305 
5.134,658 

- 

I.045.9G9 

459.967 

892.647 

Under  tkt  Deeds  0/  Arrangtnunt  Act,  1887. 

|N  umber  of 
Deeds 

LEabiHties 
at 

estimaled 
by  Debtors 

Assets 
as 

esiimated 
by  Debtors 

Estimated 

Loss  to 
Creditont 

i»99  

1904  

w  

Increase  during  past 
Tear 

Decrease  do. 

3.271 

3.aoS 
3.246 
2,974 
3.354 
J.369 
3,305 
3.613 
4.085 
3.839 

£ 

4,479,883 

3,98".6i5 
3,846.759 
3.371.666 
4.263,610 
4.000,441 
4.+83,ia8 
4.354,315 
5,124,521 
3.758.603 

2,331707 
1,910.492 
1.978,927 
1.774.32" 
3.486,913 
2.255,012 
2,756,744 
2,505,669 
2,966.743 
2.046,955 

3.0:^.659 
2,834,310 
2,659,404 
2,307.073 
2,771,462 
2.647,434 
2,839,082 
3,850,914 
3.344.475 
3,530,430 

246 

1,365,918 

9'9.788 

814,045 

*  Taking  the  cosis  of,  and  loss  on,  realisation  at  an  average  of  66|  per 
cent,  of  the  assets  [ttt  Annual  Report  for  1898,  p.  4). 

i  Taking  the  costs  of,  and  loss  on,  realisation  at  an  avenge  of  40  per 
cent,  of  the  asseti  (sm  Annual  Report  for  i8g8,  p.  4), 

Total  of  Bankruptcy  and  Duds  of  Arranffmtnt. 

'  Liatnlities 
Number  of  |  a* 
Cases  estimated 
{ by  Debtors 

Assets 
as 

estimated 
by  Debtors 

Estimated 
Loss  to 
Creditors 

tSw  

;g  

1903  

Increase  durini;  past 
year 

Decrease  do. 

7,44" 
7,306 
7.536 
7.ofl5 
7.764 
7.613 
7.507 
7.908 
8,631 
8.fi03 

£  „ 
10.399,080 
9.753.173 
10,^4.487 

9,396,8as 

10,741,935 
10.794,761 
10,051,797 
9.67S,a?2 

13,086,357 
9,674,470 

£ 

4.678,643 
4.713.094 
4.60M19 
3.7"  .491 
5,090,151 
5.497.457 
5.527.6?5 
5,041,101 

3,770.337 
4.390.583 

£ 

S.215.877 
7,671,676 
8.611,968 
7.586,572 
B.383,031 
8.360,939 
7.475.  "4 
7-336.737 
9.37'.^ 
7.M5/>88 

38 

■ 

2,4".887 

1.379.755 

1,706,693 

The  total  number  of  failures  under  bankruptcies  and 
deeds  of  arrangement  was  28  less  than  in  1904.  This  slight 
decrease  is  entirely  accounted  for  by  the  falling  off  in  the 
number  of  deeds  to  the  extent  of  246,  as  compared  with  the 
number  in  1904,  whi]e  the  number  tif  bankruptcies  was  the 
highest  during  the  past  ten  years,  and  shows  an  increase 
of  ai8  on  the  number  in  the  preceding  3rear.  There  is  a 
marked  decrease  under  both  forms  of  winding-up  in  the 


estimated  amount  of  liabilitiea,  of  assets,  and  of  loss  to 

creditors. 

Through  the  courtesy  of  the  Scotch  and  Irish  officials  I 
have  been  able  to  obtain  particulars  of  failures  in  Scotland 
and  Ireland  during  the  year  1905,  which  may  be  of  interest 
in  this  place.    In  Scotland,  the  failures  in  bankruptcy 

were  as  follows:  — 


Natnre  of  Winding-up 

No. 

Liabilities 

Assets 

1  259 
1  '44 

538^84 
33.933 

£ 

i77.5to 
7,180 

Total 

1  403 

57MI9 

184,690 

No  particulars  of  Scotch  deeds  of  arrangement  are 
obtainable,  the  registration  of  trust  deeds  not  being 
obligatory. 

The  following  figures  show  the  amount  of  Irish 
insolvency : — 


Natnrp  ofWinding-np 

No. 

'  LMrflities 

1 

Assets 

Bankruptcies : — 

£ 

£ 

U3 

93.339 

33.397 

43 

38,383 

11.048 

7.065 

3.339 

ToUl 

308 

138,687 

46.8«4 

Deeds  of  Arrangement . . 

193.623 

131.233 

Grand  Total 

339 

333.313 

I79.»37 

It  will  be  observed  that  the  failures  in  Scotland  and 

Ireland  are,  both  in  number  and  magnitude,  insignificant 
compared  with  the  corresponding  figures  for  l-^^ngland  and 
Wales. 


The  fluctuations  of  insolvent^  in  particular  trades 
and  occupations  in  the  five  years  ending  1905  are  shown 
in  the  comparative  table  forming  Annex  Xo.  V.  Out  of 
65  groups  of  particular  trades  or  occupations,  20 
show  an  increase  of  liabilities  amounting  to  J^gfigtSC"^, 
while  45  show  decreased  liabilities  amtmnting  tfi 
^^2,979,445.  The  largest  increases  were  accountants 
.^5'8,367  and  stock  and  share  brokers  ;fios,a87,  and  the 
principal  decreases  were  shown  in  the  following  cases:  — 
Bankers,  jf673,435 ;  merchants,  ^^436.465 ;  solicitors, 
j^32o,7i7;  metal  trade,  ^^165,137;  building  trade, 
^163,666  ;  cotton  trade,  ;£i 59,943 ;  directors  and  promoters 
of  public  companies,  ^^137,871  ;  timber  merchants, 
;^ii9,34i.  In  the  following  trades  the  liabilities  were  over 
half  a  million  pounds,  viz.,  building,  £6^,^%^ ;  grocery 
and  provisions,  ^680,164 ;  accountants,  j^t^4iy ;  beer, 
wine,  and  spirits,  ^£607, 248. 

Particulars  of  the  failures  of  women  are  given  in  Annex 
No.  VI.  The  total  number  in  1905  was  496,  as  com- 
pared with  487  in  igoi-p.^^Mj^d  ii^^nj^J^pW^i^ncrease, 
and  widows  and  single  women  a  decrease  in  mnber.  Seven  I 
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per  cent,  of  tlie  women  had  no  occupation,  as  against  9  per 
cent,  in  the  preceding  year.  The  trades  in  which  the 
greatest  number  of  failures  among  women  occurred  were 
drapers  and  haberdashers,  42  ;  milliners  and  dressmakers, 
40;  grocers,  40;  publicans  aad  hotel-keepers,  35;  and 
lodging-hoase  ke^Mrs,  31. 


Some  particulars  are   given   in   aa   appendix  of  aU 

failures  last  year  with  unsecnred  liabilities  of  j^2o,ooo 
and  upwards,  and  in  the  following  table  there  is  a  com- 
parison of  the  number  and  amount  of  these  larger  failures 
for  three  years,  and  some  classification  of  theit  origin. 


Description  of  Failures  with  Liabilities  of  £«ifioo  aod  upwards 


1905 


No.  of 
Receiv- 
ing 
Orders 


Ordiiiap  Tiadii,^     9 

Financial  and  Speculative  EiileqwiM  apart  fram  Oldinary  TrAdiujt  I  6 

Extravaf^nce,  Gambling,  &c   [  4 

MisceUaneoiu  I  a 


Lialnlilies 


£ 

309,800 
839,000 

231,100 


1904 


1903 


No.  of 
Receiv- 

tn)> 
Orders 


Liabilitiea 


No.  of 
J  Keceiv- 

I  'i>8 
Orders 


£ 

53+.300 
1,954.000 
178,100 
72,900 


It  will  be  seen  that  both  in  number  and  in  amount  of 
liabilities  there  was  a  return  in  1905  to  the  reduced  volume 
of  cases  of  this  size  observed  for  several  years,  though  it 
was  interrupted  by  a  very  large  increase  in  1904.  Last 
year,  however,  the  nimiber  of  cases  was  only  21  against 
43  in  1904,  and  the  unsecured  liabilities  were  ^1,501,400 
against  ^2,739,200.  As  mentioned  in  previous  Reports,  it 
is  sometimes  difficult  to  classify  failures  with  entire  exact- 
ness ;  but  taking  the  above  classification  as  approximately 
correct,  it  will  be  seen  that  the  reduction  in  the  liabilities 
of  the  larger  failures  of  last  year  is  greatest  in  speculative 
businesses.  That  group  continues,  however,  to  show  a 
marked  preponderance  over  failures  in  ordinary  trading ; 
and  though  few  in  number,  the  unsecured  liabilities  of 
these  larger  failures  reach  fully  one-fourth  of  the  total 
amount  of  liabilities  under  all  tbe  receiving  orders  made 
in  1905.  In  ^plying  a  similar  approximate  classification 
to  the  smaller  as  well  as  to  the  large  cases,  it  is  found  that 
though  about  three-fourths  in  number  of  the  bankruptcies 
occur  in  ordinary  trading,  their  liabilities  barely  exceed 
one-half  of  the  total  amount  of  the  year;  that  the  cases 
classified  as  "financial  enterprise  apart  from  ordinary 
trading  "  are  only  7  per  cent,  in  number,  but  27  per  cent, 
in  amount  of  liabilities ;  while  6  and  14  per  cent,  are  the 
corresponding  figures  classified  as  due  to  extravagance  and 
gambling.  The  largest  bankruptcy  of  the  year  was  that 
of  a  person  who  called  himself  an  accountant.  But  of  the 
nominal  lialHlities,  jC^7>ooo>  only  £30,000  was  due  for 
moneys  actually  received,  the  remaining  £SS7>'^  f""" 
bouoaes  and  interest,  with  promises  of  which  he  had 
inveigled  extremely  credulous  people  to  entrust  him  with 
their  cash  for  investment  in  Rhodesian  and  other 
speculative  shares. 

In  six  cases  of  deeds  of  arrangement  executed  during  the 
year  the  estimated  liabilities  exceeded  £30,000 ;  the  total 


Liabililies 


£ 

316,400 
784.900 

66,000 


liabilities  in  these  cases  was  j^243,o9s,  and  assets  ^75,755. 
The  two  largest  cases  were  those  of  a  seed  crusher  and 
grain  merchant  with  liabilities  amounting  to  ^^71,651,  and 
a  solicitor  whose  liabilities  were  ^61,419. 

Si'KciAL  Features  of  tiik  Working  ok  the  Act. 

Objectiom  io  Appointment  of  Trustees. 

The  total  number  of  cases  in  which  non-official 
trustees  were  appointed  to  administer  estates  under 
adjudication  and  section  12$  orders  was  740. 

In  iS  cases  objections  to  the  appointment  of  trustees 
elected  by  creditors  had  to  be  considered.  Of  this  number 
14  appointments  were  certified ;  two  trustees  withdrew 
upon  being  informed  uf  the  objection,  and  two  appoint- 
ments were  objected  to  under  the  provisions  of  the  Act, 
the  ground  uf  objection  in  one  case  being  tfiat  the  person 
appointed  was  not  fit  to  act  as  trustee,  and  in  the  other 
that  the  nominee's  connection  with  or  relation  to  the 
bankiiipt,  or  his  estate,  would  make  it  difficult  fi>r  him  to 
act  with  impartiality  in  the  interests  of  the  creditors 
generally  (Sub-section  2  of  Section  ai  of  the  Bankruptcy 
Act,  1883).   These  objections  were  not  appealed  against. 

Removal  of  Trustees. 

Trustees  were  removed  from  office  by  tbe  Board  of  Trade 
during  the  year  in  22  cases,  on  the  following  grounds, 
viz.: — Guilty  of  misconduct,  16  cases  j  failure  both  to 
render  accounts  and  to  renew  security,  one  case;  failure 
to  render  accounts,  one  case ;  failure  to  renew  security, 
one  case ;  neglect  to  perform  his  duties  in  that  he  retained 
moneys  that  should  have  been  paid  into  the  Bankruptcy 
Kstates  Account,  two  cases ;  incapability  of  performing 
his  duties  by  reason  of  absence,  one  case. 

The  following  table  shows  the  number  of  removals  by 
the  Board  in  each  of  the  last_^ve- years.:,T»-^70QlC 
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nOi  or 
Caaes 

No.ot 
Sqwrate 

7 
9 
44 

7 
22 

8 
8 

13 

7 
6 

Total 

89 

41 

It  will  be  observed  that  the  large  increase  in  the  number 
of  removals  is  accounted  for  by  i6  cases  of  removal  on  the 
ground  of  misconduct.  Eleven  of  these  estates  were 
administered  by  one  trustee  and  five  by  another.  Each  of 
the  trustees  in  question  had  retained  moneys  belon^ng  to 
an  estate  administered  by  him,  and  had  rendered  untrue 
accounts,  and  was  consequently  removed  from  all  the 
trusteeships  held  by  hink 

The  amount  recovered  during  the  year  from  guarantee 
societies  was  £6^i  8s.  id.,  and  was  in  each  case  sufficient 
to  cover  the  deficit  on  the  trustee's  account. 

{To  be  continued.) 


S)ebentuce-'l)ol&ec0  an&  Compulson; 


The  decision  of  the  Court  of  Appeal  in  Ke  Criggleslone 
Coal  Co.,  Lim.  (1906,  a  Ch.  327),  taken  witii  that  of  Buckley, 
J.,  in  Re  Alfred  Melson  dr*  Co.  (54  W.R.  468;  1906,  i  Ch. 
841),  will  in  future  make  it  difficult  for  companies  to  avoid 
winding  up  upon  the  ground  that  all  the  assets  are  covered 
by  debenttues,  and  that  no  benefit  will  result  to  the 
unsecured  creditors.  It  has  been  for  some  time  a  matter 
of  doubt  how  far  this  circumstance  takes  a  case  out  of  the 
ordinary  rule  that  a  creditor  who  cannot  get  paid  is 
entitled  ex  dehito  juilitia  to  a  wrinding-up  order.  "I 
agree,"  said  Lord  Cranworth  in  Bowes  v.  Hope,  Sfc^ 
Guarantee  Co.  (ri  H.L.C.,  p.  402},  "that  iit  is  not  a  discre- 
"tionary  matter  with  the  Court  when  a  debt  has  been 
"established,  and  not  satisfied,  to  say  whether  the  coni- 
"pany  shall  be  wound  up  or  not;  that  is  to  say,  if  there 
"be  a  valid  debt  established,  valid  both  at  law  and  in 
"equity.  One  does  not  like  to  say  positively  that  no  case 
"could  occur  in  which  it  would  be  right  to  refuse  it;  but, 
"ordinaaily  speaking,  it  is  tiie  duty  of  the  Court  to  direct 
"the  winding  up  " ;  a  doctrine  with  which  Lord  Selbome, 
C,  expressed  his  concurrence  in.  Re  Western  of  Canada, 
6f£,,  Co.  (L.R.  17  Eq.  p.  6).  The  case  of  the  company 
having  no  assets  available  for  distribution  in  a  winding-up 
was  treated  as  constituting  an  exception  from  this  rule  in 

-  St.  Thomas  DoeJt  Co.  (24  W.R.  544,  a  Cb.D.  ii6).  There 
whole  of  the  projierty  uf  the  company  consisted  of  the 


dock  and  concessions,  and  was  subject  to  debentures 

exceeding  its  value,  so  that  there  was  no  probability  of  the 
petitioner  getting  anything  in  a  winding-up.  This,  how- 
ever was  not  the  sole  ground  on  which  Jessel,  MJt-i 
declined  to  make  a  winding-up  order.  The  petitioning 
creditor  was  himself  one  of  the  debentore-holders,  and  the 
great  majcmty  of  the  other  debenture-holders  and  also  of 
the  unsecured  creditors  opposed  the  petition.  The  case 
was  one,  therefore,  in  which  the  Court  might  properly  have 
regard  to  Section  91  of  the  Companies  Act,  1863,  and  be 
guided  by  the  wishes  of  the  creditors.  This  latter  circum- 
stance— the  opposition  of  creditors — was  treated  by  Jessel, 
M.R.,  as  a  ground  for  refusing  the  order  in  Ri  Uruguay, 
Railway  Co.  of  Monte  Video  {n  Ch.D.  37a),  where  a 
bondholder  for  £600,  who  petitioned  for  winding  up,  was 
opposed  by  bondholders  for  142.700.  "  I  agree,"  said  Sir 
George  Jessel,  "that,  as  a  general  rule,  a  creditor  is  entitled 
"to  a  winding-up  order  ex  debtto  juititiae;  but  that  rule  is 
"not  without  an  exception  ;  and  if  ever  there  was  a  case  of 
"  exception  I  think  I  have  it  here." 

Both  the  above  circumstances — the  non-^stence  of 
available  assets  and  tftie  opposition  of  other  creditors — 
were  made  the  ground  for  dismissing  the  petition  in 
Re  Chapel  House  Colliery  Co.  (31  W.R.  933,  24  Ch.D.  259). 
"A  winding-up  order,"  said  Cotton,  L.J.,  "ia  the  means  of 
"  having  the  assets  of  a  company  applied  in  payment  of  its 
"debts,  and  therefore  a  creditor  generally,  where  the  com- 
"  pany  is  insolvent,  is  entitled  to  the  order  as  a  matter  of 
"right.  But  this  assumes  that  a  winding-up  ordra*  will 
"help  him  to  obtain  payment,  and  in  a  case  where  there 
"are  no  assets  which  the  liquidator  can  receive,  the 
"reason  fails";  and  he  added  that  the  principle  laid 
down  by  Lord  Cranworth  and  Lord  Selbome  in  fact 
amounted  to  this,  that  if  there  were  assets  it  was  as  a 
general  rule  the  right  of  the  creditors  to  have  them  made 
available  by  a  winding-up  order.  Bowen,  L.J.,  said  :  "The 
"case  may  be  decided  on  the  simple  principle  that  no  one 
"  can  be  entitled  to  ask  for  a  winding-up  order  when  it  is 
"  impossible  that  he  should  obtain  anything  by  it."  The 
granting  of  a  winding-up  order  was  in  fact,  he  observed, 
equitable  execution,  and  there  was  no  right  to  it  when  there 
was  nothing  on  which  the  equitable  execution  could  tate 
effect.  There  was  the  second  ground,  that  an  over- 
whelming majority  of  cieditoiB  were  opposed  to  a  winding- 
up,  and  hence  Section  91  allowed  the  Court,  in  deference  to 
their  wishes,  to  dismiss  the  petition.  Bowen,  L.J.,  con- 
sidered, however,  that  the  absence  of  av^able  assets  was 
sufficient. 

But  the  modern  extension  of  the  system  of  covering  the 
whole  of  a  company's  assets  with  debentures,  and  the 
facilities  which  this  afibrds  for  enabling,  debenture-holders 
to  profit  at  the  expense  of  |^|^|f|^g^|S^yd(e^l^^^^)^  to  a 
new  view  being  taken  of  the  right  of  an  unsecnnd  creditor 
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to  a  wiodiog-up  order  as  E^ainst  the  debenture-holders.  It 
is  not  enoDgh  to  rebut  this  ri|;ht  that  the  assets  are 
apparently  idl  required  for  the  debenture-bolders'  debt. 
The  winding-up,  even  if  it  does  not  produce  anything  for 
the  unsecured  creditors,  may  lead  to  incidental  advantages 
which  are  sufficient  to  justify  the  making  of  a  compulsory 
order.  In  R»  KrasMfolsky  Rtstawant,  &e.,  Co.  (40  W.R. 
639 :  1893)  3  Ch.  174),  Vaagban  Williams,  J.,  considered 
that  there  was  a  reasonable  prospect  of  there  being  assets 
available  for  the  unsecured  creditors ;  but  in  addition  to 
this  he  was  influenced  by  the  power  of  investigating  the 
afOirs  of  the  company  conferred  by  the  Companies  (Wind- 
ing-up) Act,  1890.  If  a  primA  jade  case  is  made  out  on  the 
affidavits  that  an  investigation  into  the  formatlou  or  promo- 
tion of  the  company  or  the  issuing  of  debentures  or  shares 
is  reqoiredi  that  alone  is  an  advantage  to  the  nnsecnred 
creditors,  and  is  a  sufficient  ground  for  making  the  order. 
A  still  greater  departure  from  the  former  rule  was  made  by 
Warrington,  J.,  in  Re  Chic,  Lim.  {54  W.R.  659  ;  1905,  2  Ch. 
345),  where  he  made  a  winding-up  order,  not  with  a  view  to 
securing  any  benefit  for  the  unsecured  creditors,  but  to  put 
an  end  to  a  state  of  affairs  in  which  the  debenture-holders 
w«e  carrying  on  business  for  their  own  benefit  in  the  name 
of  the  company.  A  winding-up  order,  he  said,  was  the 
only  way  by  which  a  company  which  had  come  to  be  merely 
nominis  umbra  could  be  got  rid  of,  and  he  referred  to  the 
remarks  as  to  the  injustice  sometimes  occasioned  by  deben- 
tures which  were  made  by  Buckley,  J.,  in  Re  London  Pressed 
Hinge  Co.  (53  W.R.  407  ;  1905,  i  Ch.  576). 

Then  came  Jf«  Alfred  Mtlsan  &•  Co.,  Lim.  (54  W.R.  46S; 
1906,  I  Ch.  841),  before  Buckley,  J.,  which  was  fully  dis- 
cussed in  these  columns  at  the  time  it  was  decided  {ante, 
p.  478),  and  in  which  again  the  idea  that  a  winding-up  must 
be  refused  if  it  would  produce  nothing  for  the  debenture- 
holders  was  set  aside.  The  learned  Judge  observed  that 
Ui  St.  Tkoma^  Dock  Co.  and  Re  Chapel  House  Colliery  Co. 
[supra)  were  decided  before  debentures  had  reached  their 
modem  development.  Moreover,  he  considered  tliat  the 
predominant  idea  in  them  was  that,  as  between  the  petition- 
ing creditor  and  opposing  creditors,  the  petitioner  was  not 
entitled  to  bis  order  ex  debito  iustitia,  but  that  the  Court 
ought  under  Section  91  of  the  Act  of  1862  to  regard  the 
wishes  of  the  opposing  creditors.  At  any  rate  he  did  not 
think  that  there  existed  in  those  cases  anything  which 
obUged  bim  to  say.  particularly  in  the  modern  state  of 
facts  as  regards  debentures,  that  the  Court  is  bound  to 
exercise  its  discretion  by  refusing  at  the  instance  of  the 
company  to  make  the  order  merely  upon  the  ground  that  it 
not  prodnco  anything  for  the  unsecured  creditors. 

The  present  case  of  Re  Criggltsione  Coal  Co.  (supra)  repre- 
sents still  more  strongly  this  tendency  to  order  a  compul- 
Kry  windinft-up,  notwithstanding  that  the  debenture-bolders 
^^tareatly  will  take  the  whole  of  the  assets  for  their  own 


debt.  The  judgment  of  Buckley,  J.,  is  interesting  for  the 
new  way  in  which  he  treats  the  so-called  exceptions  from 
the  rule  that  a  credittu*  who  cannot  obtain  payment  is 
entitled  tx  debito  jusiitia  to  a  winding-up.  The  case  of  there 
being  no  assets  is  in  fact  no  exception.  It  simply,  he  says, 
carries  the  result  that  there  is  nothing  upon,  which  the 
equitable  execution  implied  in  a  winding-up  can  attach. 
*'  If  the  right  is  to  seize  the  debtor's  assets  by  the  hand  of 
"  a  liquidator,  it  is  no  exception  to  say  that  there  is  no  such 
"  right  when  there  are  no  assets.  There  cannot  be  a  right 
"to  seize  nothing."  And  similarly  the  exception  in  the 
case  where  other  creditors  oppose  is,  when  properly 
conndered,  no  more  than  a  statement  of  the  rale 
in  its  true  form.  The  petitioning  creditor's  right  to 
a  winding-up  order  is  not  an  individual  right,  but  a  class 
right,  and  hence  It  does  not  arise  when  the  class  in  whose 
interest  he  is  supposed  to  ask  for  the  order  do  not  desire 
it.  This  mode  of  defining  the  right  to  a  winding-up  left  it 
open,  so  Buckley,  J.,  held,  for  the  Court  to  grant  a  winding- 
up  order  if  it  was  likely  to  be  useful,  whether  it  would  be 
fruitful  or  not.  and  to  grant  it  at  the  desire  of  an  unsecured 
creditor  notwithstanding  the  opposition  of  secured  creditors, 
and  notwithstanding  also  the  fact  that  it  would  be  a  cause 
for  forfeiture  of  the  lease  which  constituted  their  security. 
This  was  an  incident  of  the  security  which  they  could  avoid 
by  paying  the  petitioning  creditor's  debt,  and  since  his  debt 
was  for  the  price  of  goods  which  had  gone  into  the  debenture- 
holders'  security,  such  a  result  would  not  have  been 
inappropriate.  The  immediate  advantage  to  the  unsecured 
creditors  which  the  learned  Judge  saw  in  a  winding-up  was 
that,  in  the  debenture-holders'  action  which  was  pending, 
the  control  of  the  company's  defence  would  be  in  the 
liquidator  acting  on  their  behalf.  The  unsecured  creditors 
would,  therefore,  have  their  interests  protected  in  regard  to 
taking  the  account  of  what  was  due  on  the  debentures,  and 
in  regard  to  any  questions  which  might  arise  as  to  the  issue 
of  the  debentures  and  the  realisation  of  the  property. 

The  Court  of  Appeal  in  affirming  the  decision  of  Buckley, 
J.,  in  Se  Crigglestone  Coal  Co.  did  little  more  than  endorse 
the  reasons  gi\'en  by  that  learned  Judge,  though  it  was  con- 
templated that  the  result  of  the  winding-up  might  in  fact  be 
to  realise  a  surplus  for  the  benefit  of  the  unsecured  creditors. 
"  If,"  said  Collins,  M.R.,  "there  is  a  reasonable  probability, 
"  or  even  a  reasonable  possibility — I  think  it  may  be  put  as 
"  high  as  that — that  the  unsecured  creditors  will  derive  any 
"  advantage  from  a  winding-up,  the  order  ought  to  be  made 
"  in  order  that  they  may  be  heard  in  the  debenture- 
"  holders'  action,  and  not  have  the  proceedings  left  in  the 

bands  of  other  persons  who  are  antagonistic  to  their 
"interests."  And  both  Romer,  L.J.,  and  Cozens-Hardy, 
L.J.,  contemplated  the  possibility  of  there  being  a  surplus 
for  the  unsecured  creditors.  It  may  be  suggested,  however, 
that  neither  this  case  nor  if«  AlffeA Melsim    Co.,  L(i^(M^ni^ 
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require  that  such  probability  or  possibility  should  be  proved 
to  the  Coartasaccmdition  of  obtaining  the  winding-up  order. 
The  role  that  the  existence  of  assets  must  be  proved  appears 
to  have  frone.  It  may  be  that  where  there  are  no  available 
assets,  aod  it  is  clear  that  no  inddental  advantages  can  accrue 
to  the  creditors  or  the  public  from  a  winding-up  order,  the 
order  will  be  refused.  But  unless  this  ia  soit  will,  apparently, 
be  granted  dther,  as  in  Re  CrigglesUme  Coal  Co.,  because 
the  creditors  are  entitled  to  any  advantages  which  may  flow 
from  the  order  in  giving  them  facilities  for  investigating  the 
affairs  of  the  company  or  controlling  the  realisation  of  its 
prcqwrty,  or,  as  in  Re  Alfred  Melson  S-  Co.,  because  it  is  not 
in  the  public  interest  that  a  company  which  has  in  substant^ 
ceased  to  exist  should  be  used  as  a  name  for  the  debenture- 
holders'  business. 

{The  Sotieitors'  Journal.) 


State  JSanftfl. 


Thk  evidence  given  by  Mr.  A.  St.  George  Ryder,  J.P., 
R.P.A.,  before  the  T^and  Banks  Commission,  as  reported 
by  the  Johannesburg  Star,  is  of  a  very  interesting 
character.  As  to  the  advisability  of  establishing  a  Land 
Bank  in  the  Transvaal,  Mr.  Ryder  says  :  — 

**  It  appears  to  be  necessary  to  not  rely  too  much  upon 
theoretical  propositions  and  quotations  from  the  history 
of  such  banking  institutions  in  other  countriea,  but  rather 
to  consider  the  conditions  prevailing  in  our  own  Colony 
with  respect  to  their  bearing  on  the  subject,  particularly 
with  regard  to  the  means  and  necessities  of  our  farmers. 
The  extent  and  nature  of  accommodation  granted  to  them 
by  the  local  banks  and  finance  companies,  the  extent  to 
which  such  accommodation  could  with  safety  be  supple- 
mented, the  nature  and  extent  of  the  support  likely  to  be 
accorded  by  farmers  to  such  an  institution  if  established. 
The  terms  upon  which  a  volume  of  safe  and  payable 
business  could  be  secured  sufficient  to  justify  the  estab- 
lishment of  such  a  bank,  and  to  ensure  its  success  as  a 
beneficial  and  economical  factor  in  promoting  and  aiding 
the  development  and  progress  of  farming  industries  in  the 
Transvaal.  The  maximum  rate  of  interest  farmers  could 
afiord  to  pay  for  accommodation  extended  to  them  by  the 
bank  and  yet  secure  themselves  some  useful  measare  of 
advantage  over  the  existing  state  of  affairs.  The  minimum 
rate  of  interest  the  bank  would  need  to  earn  on  its  loans 
in  order  to  cover  its  working  expenses,  inclusive  of  capital 
charges  and  tiie  usual  provision  for  contingencies,  and  the 
possibilities  of  obtaining  capital  funds  for  the  bank's  pur- 
poses at  a  sufficiently  cheap  rate  to  enable  its  charges  for 
loans  to  be  fixed  low  enough  to  meet  the  circumstances  of 
the  case,  while  at  the  same  time  preserving  sufficient 
margin  to  not  only  constitute  it  a  self-supporting  institu- 


tion, but  also  to  render  feasible  the  gradual  accumulation 
of  a  reserve  with  the  object  of  ultimately  dispensing  with 
the  necessity  for  any  State  aid  or  gnarantee." 

The  difficult  questions  of  management,  organisation,  the 
raising  of  capital,  are  all  handled  in  an  instmctive 
manner,  and  the  witness's  points  in  favour  of  such  an 
institution  are  well  made. 

As  to  the  all-important  question  of  interest,  he  says:  — 

"  The  rates  of  interest  to  be  charged  on  loans  should  be 
kept  as  low  as  possible,  but  must  necessarily  depend  to 
some  extent  upon  the  rate  at  which  the  bank  can  borrow. 
If  this  can  be  arranged  at  3  or  jj^  per  cent.,  as  has  been 
done  in  other  cases,  there  should  not  be  any  reason  why 
more  than  5  per  cent,  need  be  cha]^;ed  on  land  loans,  plus, 
say,  I  OT  \%  per  cent,  for  sinkiog  fund,  and  5^  to  6  per 
cent,  interest  only  on  other  loans  or  advances  according 
to  amount  and  duration. 

About  z  per  cent,  would  probably  be  required  at  first  as 
a  margin  between  the  borrowiag  and  lending  rates,  to 
CDver  the  expenses  of  management  and  administration, 
plus  a  reserve  fund  and  contingencies,  but  the  ratio  of 
expenses  would  decrease  considerably  after  the  thiid  year, 
so  that  ultimately  i%  to  1%  should  be  ample  ma^in  on 
the  employment  of  any  capital  sum  upwards  of 
^1,000,000  ;  and  less  when  the  ^^2,000,000  stage  is  reached. 

"Interest  on  short  loans  and  advances  ^ould  be  com- 
puted and  charged  quarterly,  and  on  land  loans  collected 
half-yearly. 

"Redemptions  should  be  effected  as  far  as  possible  by 
instalments  payable  tugether  with  interest  and  computed 
on  a  graduated  scale,  increasing  by  degrees  corresponding 
to  the  ratio  of  decrease  in  interesit,  so  as  to  equalise  the 
payments. 

"In  cases  where  loans  are  granted  for  the  purpose  of 
effecting  reproductive  improvements  time  should  be 
allowed  fur  benefit  to  accrue  before  the  borrower  would  be 
called  upon  to  commence  payments  in  redemption  of 
principal.  Three  years  should  be  ample  time  to  allow  in 
all  cases,  during  which  period  the  borrower  would  pay 
interest  only. 

"As  an  alternative  to  redemption  by  equalising  install 
ments  combining  both  interest  and  principal,  borrowers 
should  have  the  option  of  reducing  the  amount  of  their 
loan  either  by  the  payment  of  lump  sums  at  fixed  periods 
(ir  at  irregular  intervals  at  the  end  of  any  half-yearly 
period  by  giving  a  few  months'  notice  in  writing  of  their 
intention  to  do  so.  Under  these  circumstances  interest 
wotdd  accrue  on  the  balance  only  as  adjusted  from  time 
to  time. 

"Xo  very  hard  and  fast  rules,  however,  should  be  made 
with  regard  to  such  matters,  and  much  should  be  left  to 
the  discretion  of  the  boaul  t^o  d^^l  (^[^^" 
individual   merits.     Othe^^  ^nnecessaryOfaardships 
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□light  be  inflicted  upon  borrowecs  by  compelling  them  to 
keep  up  the  payment  <if  heavy  instalments  during  periods 
itf  heavy  depression,  without  any  material  advantage  to 
the  bank.  Whereas  with  an  elastic  system  they  could 
mioimise  their  expenditure  in  times  of  distress  by  paying 
interest  only,  which  they  could  still  further  reduce  by 
paying  ofi  convenient  portions  of  the  principal  as 
i>ppartunity  offered  during  periods  of  prosperity. 

'Ka(^  loan  should  be  limited  to  half,  or  certainly  not 
more  than  three-fifths^  of  the  ascertained  value  of  the 
secnri^,  and  some  limit  ought  also  to  be  placed  upon  the 
amount  that  should  be  advanced  to  any  one  borrower." 


personal- 

Ur.  a.  J.  Faxter,  Chartered  Accountant,  announces  that 

be  has  begun  practice  at  63  Comhill,  London,  E.C. 

Messrs.  Broce-Cuviljb  &  Co.,  Chartered  Accountants, 
announce  that  they  have  removed  from  Great  St.  Helen's, 
to  59  Gracechurch  Street,  London,  E.C. 

Messrs.  Colepax,  Head  &  Co.,  Accountants,  of  2  Alder- 
manbury.  Bradford,  announce  that  the  partnership  hitherto 
subsisting  under  the  style  or  firm  of  Colefax,  Head  &  Co., 
has  been  dissolved  by  mutual  consent.  Mr.  Joseph  Samuel 
CoLBFAx  and  Mr.  Richard  Head  will  continue  practice  at 
No.  2  Aldermanburyf  Bradford,  under  the  same  style  or  firm 
of  CoLKFAX.  Head  ft  Co.,  and  Mr.  Nigel  Roberts 
DicKiKsoM  will  resume  practice  at  No.  23  Sunbridge  Road, 
Bradford. 

Messrs.  Sargent,  Page  &  Taylor,  Chartered  Accoun- 
tants, of  23  CoUe|[e  Hill,  Cannon  Street,  London,  E.C. 
announce  that  they  have  amalgamated  their  buanesa  with 
that  of  Messrs.  Hudson  SiirrH,  Briggs  &  Co.,  Chartered 
Accountaots,  of  Bristol  and  London.  The  London  practice 
will  be  carried  00,  under  Mr.  Arthur  Taylor's  snpervision, 
in  their  present  offices  as  above. 

Mr.  Wilfred  T.  Walters,  F.S.A.A.,  has  been 
appointed  by  the  Yeovil  Town  Council  professional  auditor 
of  the  Corporation  Accounts. 


fatlnres  anD  Sills  of  Sale  in  finglanO 
ano  TOales. 


According  to  Kemp's  Mercantile  GatetU,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
daring  the  week  ending  Friday,  Oct.  12th,  was  153,  viz.  :— 
New  Bankruptcy  Proceedings  published  in  the  London  Gatette, 
76;  Deeds  of  Arrangement  registered,  77.  The  rrapective 
numbers  in  the  corresponding  week  of  last  year  were : 
Bankruptcies,  107;  Deeds  of  Arrangement,  79— total,  186; 
bang  a  decrease  of  33.  The  total  number  of  commercial 
failnres  recorded  during  the  41  weeks  of  the  present  ynr  is 


6,374 ;  the  total  number  recorded  in  the  corresfxuiding  41 

weeks  of  last  year  was  7,009,  showing  a  decrease  of  435. 

The  number  of  Bilb  of  Sale,  including  Re-registrations, 
filed  in  Ei^land  and  Wales  for  the  week  ending  Friday, 
Oct.  i2th,  was  141.  The  number  in  the  corresponding  week 
of  last  year  was  159,  showing  a  decrease  of  18,  The  total 
number  filed  during  the  41  weeks  of  the  present  year  is 
5,984  ;  the  total  number  filed  in  the  corresponding  41  weeks 
of  last  year  was  6,579,  showing  a  decrease  of  595.' 


Debentures. 


The  Mortgi^^  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  tbe  week  ending 
Friday,  Oct.  12th,  amounted  to  1(1,294,325,  by  way  of 
addition  to  ^2,092,726,  previously  issued  by  the  same 
companln.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ^^729, 567,  showing  an  increase  of 
/564,758.  The  total  amount  registered  during  tbe  41 
weeks  of  the  present  year  was  £64,811,67^  (in  addition  to 
the  issues  in  previous  years  by  tbe  same  companies),  as 
compared  with  ^(61,688,033  '^i*  the  corresponding  41  weeks 
in  1905,  showing  an  increase  of /3,i33,64i. 


The  Profession  in  Scotland. 


Ube  Glasgow  Cbartereb  accountants 
Sttt&cnts'  Soctetg. 

Syllabus,  Eighth  Session,  1906-7. 

Secretary. — Joseph  Allison,  Junr.,  209  West  George  Stnet. 
igo6 

Oct.  22.— Lecture,  "  How  to  read  tbe  Balance  Sheet  of  a 
Commercial  Concern : 

{a)  From  the  point  of  view  of  a  financial 
expert,  dealing  in  this  connection  with 
'  Woiking  Capital,'  •  Fixed  Capital,'  and 
the  gauging  of  the  position  of  a  Company 
from  its  Certified  Balance  Sheet, 
(ii)  From  an   Auditor's   point  of  view,  in 
respect  of  clear  stating." 
By  F.  W.  Pixley.  F.C.A.    Chairman:  John 
Mann,  Junr.,  C.A. 
Nov.   8.— Debate,  "  Has  Trade  Unionism  retarded  the 
growth    of  Com  merce  i  n   Great    Bri  tain . " 
Affirmative,  Cbas.  S.  Forsyth,  C.A. ;  Negative, 
R.  Kyle  Thomson,  B.L.,  C.A.  Chairman: 
David  Allen  Hay,  C.A. 
„    22.~Lecture,  "  Special  points  ariring  in  the  audit  of 
the  First  Balance  Sheet  of  a  Limited  Company 
formed  to  acquire  a  going  business."  By 
Matthew  Mitchell,  C,A. 
Stratbie. 


lie,  C.A.    ^  ^  O 
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Nov,  ag.—Lecturettes,  *'  Hire  Purchase  Accounts."  By 
John  H.  Fraser,  C.A. ;    "The  Accountant 
in  the  East."     By  James  M.   Hart,  C.A. 
Chairman:  James  A.  French,  C.A. 
Dec.   5. — ^Joint  Meeting  with  Glasgow  Juridical  Society. 

Particulars  of  which  will  he  issued  to  the 
members. 
„    13. — Annual  Dinner. 
1907 

Jan.   10. — Lecture,  "Further  Reforms  in  CompanyLaw." 

By  H.  P.  Macmillan,  Advocate.   Chairman  : 
Matthew  Mitchell,  C.A. 
„    34. — Lecture, ' '  The  Accountant  as  an  Expert  Witness. " 

By  Alex.  Moore,  Junr.,  C.A,  Chairman  :  Peter 
Rmtoul,  C.A. 

Feb,    7. — Debate,  particulars  of  which  will  be  issued  to  the 
members."   Chairman:  John  M.  Maceachern. 
„    21. — Lecture,  "  Fee  and  Liferent  and  Appropriation." 

By  John  A.  Todd,  B.L.  Chairman :  Joseph 
Patdck.  C.A. 

Mar.  14.— Annnal  Meeting.   Chairman :  David  Allen  Hay, 
C.A. 

The  meetinss  of  the  Society  will  be  held  in  the  Accoun- 
tants' Hall,  218  St.  Vincent  Street,  at  8  p.m. 


Edinburgh  Sheriff  Court 

(Before  Shariff-Substitnte  Gardner -Millar.) 
October  12. 
Rutherford  v.  Thyne. 

Law  Agents  and  Notary  Public  Act,  1891 — Alltged  Contravtn- 
tioit  of  Sutton  2. 

Judgment  was  given  by  Sheriff-Substitute  Gardner 
Millar  in  Edinburgh  Sheriff  Court  in  connection  with 
the  case  in  which  a  complaint  was  made  against 
an  Edinburgh  bank  agent.  The  complaint  was  mad$  at 
the  instance  of  Robert  Sinclair  Rutherford,  solicitor,  Edin- 
burgh, Secretary  and  Fiscal  of  the  Society  of  Procurators 
for  Mid-Lolfaian.  againM  David  S.  Thyne,  agent  of  the 
Union  Bank  of  Scotland,  Lim.,  Muxrayfield  branch,  on  the 
ground  that  being  neither  a  law  agent  nor  a  notary  public 
he  had  been  guilty  of  an  offence  widiin  the  meaning  of 
Section  2  of  the  Law  Agents  and  Notary  Public  Act,  1891, 
in  so  fax  as  he  in  March  1906,  having  entered  a  contract 
of  co-partnership  with  FoiiMS  Wallace,  solicitor.  Edin- 
burgh, for  the  purpose  of  carrying  on  a  law  agent's  busi- 
ness within  the  premises  uf  the  bank  and  elsewhere  to  the 
prosecutor  unknown,  did  (i)  on  or  about  lath  March  issue 
to  customers  at  the  bank,  and  other  members  of  the  public 
specified,  a  printed  circular  informing  them  that  Mr. 
Forbes  Wallace,  solicitor,  would  on  and  after  lath  March 
be  associated  with  him  in  the  business  under  tlie  firm- 
name  of  Thyne  &  Wallace.  It  went  on  to  state,  it  was 
said,  that  Mr.  Wallace  had  upwards  of  seven  years'  l^al 
experience,  and  while  respondent  would  continue  to  take 
entire  charge  of  the  bank  business,  Mr.  Wallace  would 
attend  to  all  law  matters.  The  second  count  averred  that 
he  had  fixed  to  the  door  of  the  premises  two  brass  plates 
in  juxtaposition,  bearing  the  words  "Thyne  &  Wallace. 
F.  T.  Wallace,  solicitor.  Law  office  hours,  9.30  till  5," 
while  in  the  third  part  it  was  stated  that  during  the  period 


subsequent  to  lath  March  he  carried  on  the  business  of  a 
law  agent  in  co-p art nei ship  or  in  conjunction  with 
Wallace,  whereby  he  either  by  himself  or  in  conjunction 
with  Wallace  wilfully  and  falsely  pretended  to  be  duly 
qualified  to  act  as  a  law  agent.  The  Sheriff-Substitute  has 
found  the  complaint  irrelevant,  and  has  dismissed  it.  His 
Lordship  said  it  seemed  clear  to  him  that  under  this 
section  of  the  Act  any  complaint  must  set  forth  in  the  first 
place  that  there  was  a  pretence  or  device  wilfully  and 
falsely  put  forward  ;  and,  secondly,  that  the  object  of  that 
must  be  to  set  forth  that  respondent  held  himself  as  being 
a  duly  qualified  law  agent.  It  seemed  to  him  that  the 
circular  merely  intimated  to  tiie  public  that  the 
respondent  and  Mr.  Forbes  T.  Wallace  had  entered  a  part- 
nership to  carry  on  two  businesses,  one  that  of  a  bank 
agent,  and  the  other  that  of  a  law  a^nt  in  Edinburgh,  and 
that  it  set  forth  that  the  one  partner  would  give  his 
exclusive  attention  to  the  one  business  and  the  other 
partner  his  to  the  other  business.  If  the  partners 
continued  to  act  as  set  forth  in  the  circnlar  obviously 
there  would  be  no  breach  of  statute,  because  Mr. 
Thyne  therein  stated  that  while  be  would  take 
entire  charge  of  the  bank  business,  Mr.  Wallace  would 
attend  to  all  lav  agent's  matters.  He  held  that 
where  the  representation  was  that  the  respondent  wonld 
not  do  any  of  the  law  agent's  work,  that  excluded  him  from 
liability  under  the  statute.  With  regard  to  the  two  door- 
plates,  it  seemed  to  him  that  there  the  separation  of  the 
two  businesses  was  continued.  His  Lordship  was  asked 
to  state  a  case  for  appeal. 
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IcaMna  Hrticles. 


The  locorpormted  AccountantA'  Congress. — I. 


TN  our  issue  of  the  13th  inst.  appeared  a  full 
^  report  of  the  proceedings  commemorative 
of  the  twenty-first  anniversary  of  the  founda- 
tion and  incorporation  of  the  Sociey  of  Accoun- 
tants and  Auditors,  from  which  it  will  be 
gathered  that  these  proceedings  were  of  a 
highly  interesting  character,  and  that  the 
Congress  proved  most  successful.  The  address 
of  the  President,  Mr.  W.       Rayne^,  on 
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"The  Position  and  Progress  of  the  Accoun-' 
tancy  Profession/'  was  perhaps  a  httle  dis- 
appointing,  containing  as  it  did  little  but  a  bare 
resume  of  facts  that  must  be  more  or  less 
common  knowledge 'to  our  readers.  The  dis- 
cussion that  followed  upon  the  subject  of 
"  Legislation  for  the  Profession  "  struck,  how- 
ever, an  altogether  different  note,  and  most  of 
the  speakers  had  something  to  say  that  was 
worth  hearing.  Upon  this  subject  of  legisla- 
tion, the  general  view  appeared  to  be  that 
during  the  past  dozen  years,  or  so,  there  had 
been  a  somewhat  marked  alteration  in  the 
general  opinion  of  professional  accountants, 
both  Chartered  and  Incorporated,  with  regard 
to  the  need  for  united  action,  and  the  majority  of 
the  speakers  were  very  careful  to  frame  their 
utterances  in  an  amicable  spirit.  The  excep- 
tion was,  however,  provided  by  Mr.  Chas.  H. 
Wilson,  who  stated  that  the  joint  Bill  pro- 
moted by  the  Councils  of  the  Institute  and  the 
Society  in  1892,  although  opposed  by  the 
members  of  both  bodies  and  not  proceeded 
with,  did  away  with  one  of  the  questions  that 
Incorporated  Accountants  were  constantly 
having  to  deal  with  outside  London — that  there 
was  a  superiority  in  the  one  body  not  to  be 
attained  by  the  other  body.  We  do  not  wish 
to  say  anything  that  might  tend  to  revive  an 
altogether  unprofitable  controversy,  but  we 
should  like  to  point  out  that  the  avowed  reason 
why  the  majority  of  Chartered  Accountants 
refused  to  support  this  Bill  was  that  it  placed 
them  upon  an  equality  with  Incorporated 
Accountants.  The  mere  fact,  therefore,  that 
the  Bill  had  been  promoted  by  the  Councils 
of  both  bodies  can  hardly  be  regarded  as 
"  settling  "  in  one  way  or  the  other  the  question 
of  any  superiority  or  inferiority.  We  venture 
to  think  that  most  impartial  persons  must 


recognise  that  any  form  of  legislation  for  the 
profession  as  a  whole  must  be  more  advan- 
tageous to  Incorporated  Accountants  than  to 
Chartered  Accountants,  and  this  fact  has, 
doubtless,  proved  the  stumbling-block  to  any 
united  action  in  the  past.   The  difficulty  is, 
we  think,  not  likely  to  be  got  over  by  ignoring 
its  existence  ;  rather  should  it  be  frankly  faced, 
and  such  sacrifices  as  individuals  may  be  called 
upon  to  make  should  be  made,  irrespective  of 
personal  feeling,  for  the  common  good.  One 
of  the  most  reassuring  signs  of  the  times  is,  we 
think,  not  that  Incorporated  Accountants  are 
desirous  of  legislation  for  the  profession — for 
that  they  have  always  been,  and  a  unanimous 
resolution  upon  that  subject  could,  we  imagine, 
have  been  passed  at  any  general  meeting  con- 
vened by  them  during  the  past  twenty-one  years 
— but  that  an  increasing  number  of  Chartered 
Accountants  recognise  that  such  legislation 
would  be  to  their  advantage  also  (although, 
perhaps,  less  to  their  advantage  than  to  that  of 
those  who  are  not  members  of  the  leading  body), 
and  is  desirable — personal  interests  apart — for 
the  protection  of  the   community  against 
unqualified,  and  in  some  cases  wholly  unscrupu- 
lous, persons  who  are  able  in  the  present 
confusion  to  successfully  pose  as  professional 
accountants,  and  thus  in  too  many  cases  to 
deceive  the  public. 

The  resolution  standing  in  the  name  of  Mr. 
Chas.  H.  Wilson — expressing  the  regret  of 
the  Conference  that  eifect  had  not  been  given 
to  the  recommendations  of  the  1903  Select 
Committee  on  Municipal  Trading — gave  rise  to 
a  discussion  of  very  considerable  interest, 
although  it  was  not  received  with  any- 
thing like  the  unanimity  that  marked 
Mr.  Martin's  motion.  In  the  view  of 
those  present  th^  i^"^  ^t)^rentl>cground  for 
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hoping  that  the  present  Government  may  adopt 
the  recommendations  of  this  Committee,  which 
their  predecessors  in  office  refused  to  accept. 
The  action  of  the  President  of  the  Local 
Government  Board,  in  appointing  a  Committee 
of  his  own  to  reconsider  some  of  the  points 
already  dealt  with  and  settled  in  1903J  appears 
to  us  to  hardly  justify  even  the  hope  that  he 
proposes  to  deal  with  the  question  of  audit 
after  the  present  inquiry  as  to  the  most 
suitable  form  for  the  accounts  has  been 
concluded.  Doubtless  any  body  of  profes- 
sional accountants  in  conference  assembled 
would  be  found  to  be  overwhelmingly  in 
favour  of  a  professional  as  opposed  to  an 
official  audit,  and  there  could  be  no  possible 
harm  in  their  giving  expression  to  their  views. 
At  the  same  time  we  question  whether  these 
views  are  likely  to  carry  much  weight  unless 
supported  by  arguments  likely  to  appeal  to 
those  who  have  no  such  obvious  bias  in  the 
direction  of  attracting  new  business.  The 
anxiety  of  certain  members  that,  if  professional 
auditors  were  appointed,  they  should  be 
appointed  from  among  local  practitioners,  and 
not  sent  down  from  London,  betrays  the  some- 
what evident  self-interest  that  underlies  much 
of  this  discussion.  But  a  good  point  was  made 
by  Mr.  T.  Keens,  who  pointed  out  that  there 
is  in  most  public  bodies  an  opinion  that 
accountants  are  people  who  object  in  toto  to 
every  phase  of  municipal  trading ;  which 
although,  of  course,  absurdly  exaggerated,  pro- 
vides food  for  thought.  In  the  nature  of 
things  the  accountant  says  but  little  where 
everything  is  bright,  and  only  expresses  him- 
self at  length  when  the  need  for  him  to  give 
the  watch-d(^'s  warning  is  apparent.  Those 
who  have  little  or  no  experience  of  accountants 
thas  often — perhaps  not  unnaturally — jump  at 


the  conclusion  that  they  are  meddlesome 
people,  who  are  always  objecting  to  what  is 
being  done,  for  the  simple  reason  that  they 
rarely  hear  of  them  except  in  connection  with 
some  objection.  The  impression  is  not,  of 
course,  justified  by  fact,  but  that  it  exists  is 
beyond  dispute.  If  more  professional  accoun* 
tants  were  to  take  an  interest  in  public  life,  and 
to  seek  membership  of  county  and  borough 
councils,  their  value  for  constructive  purposes 
of  organisation,  as  well  as  for  destructive 
purposes  of  criticism,  would  be  more 
generally  appreciated.  There  are  probably  few 
professional  men  who  take  less  interest  in  local 
government  than  accountants,  and  if  as  a  result 
of  this  neglect  members  of  local  authorities 
should  think  that  they  get  on  quite  well  with- 
out the  assistance  of  professional  accountants, 
it  can  hardly  be  said  that  the  fault  is  entirely 
upon  their  side. 

It  is  noteworthy,  however,  that  in  spite 
of  all  this  the  opposition  to  replacing 
official  or  elective  audits  by  professional 
audits  does  not  come  from  the  local 
authorities  themselves,  but  from  the  central 
department.  It  the  hostility  of  the  Local 
Government  Board,  and  not  the  reluct- 
ance of  county,  town,  or  borough  councils,  that 
has  to  be  overcome — that  is  to  say,  before 
anything  can  be  accomplished  one  has  to 
persuade  the  Local  Government  Board  to 
commit  suicide  so  far  as  its  audit  department  is 
concerned.  Put  this  way  it  will  be  obvious  that 
the  reluctance  of  the  Department  to  fall  in  with 
the  profession's  desires  is  at  least  comprehen- 
sible; and  we  are  very  glad,  therefore,  to 
observe  that  one  at  least  of  the  speakers  at  this 
Conference— Mr.  F.  Walmsley — advocated 
the  view  that  we  have  consistently  put  forward 
in  these  columns:  that,'  While  the  aw^t  of 
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accounts  should  be  entrusted  to  qualified  pro- 
fessional accountants,  the  supervision  of  all 
local  authorities  should  remain  with  inspectors 
of  the  Local  Government  Board,  whose  duty  it 
should  be  (with  the  assistance  of  the  auditor) 
to  see  that  no  local  authority  exceeds  its 
statutory  powers.  There  is  plenty  of  work  in 
connection  with  the  control  of  local  authorities 
which  it  would  be  quite  improper  to  depute  to 
professional  auditors,  but  which  could  be  very 
much  more  efficiently  performed  by  Government 
inspectors  if  they  had  access  to  full  auditors' 
reports  compiled  after  a  complete  and  detailed 
examination  of  all  books  of  account ;  and  if  once 
the  Department  can  be  made  to  appreciate  this 
fact,  there  is,  we  think,  good  ground  for  hoping 
that  it  may  become  converted  to  the  advantages 
of  a  professional  audit  in  connection  with  the 
accounts  of  all  local  authorities. 


The  Law  Society's  Congress. 

A  few  notes  upon  the  recent  Conference  of  the 
Law  Society  at  Manchester  will  not  be 
without  interest  to  our  readers.  In  the  course  of 
his  presidential  address  Mr.  Henry  Attlee 
dealt  itOer  alia  with  the  question  of  legal  pro- 
cedure, and  stated  that  the  reason  why  the  work 
of  the  Law  Courts  decreased  yearly,  while 
the  work  of  commercial  arbitrators  increased, 
was  that  more  businesslike  despatch  and 
greater  freedom  from  technicalities  was 
required,  which  could  only  be  satisfactorily 
obtained  by  a  thorough  reform  of  the  whole 
system  of  procedure.  That  business  men  are 
disgusted  with  the  delay  attending  the  opera- 
tions of  the  law  is  well  known,  while  the 
enormous  pecuniary  risks  involved  naturally 
prevent  prudent  persons  having  recourse  to 
litigation  unless  some  really  considerable  sum 


is  at  stake.  With  regard,  however,  to  freedom 
from  technicalities,  it  is,  we  think,  some- 
what debatable  whether  this  tells  in  favour 
of  arbitration.  Undoubtedly  the  weak  part 
in  arbitration,  speaking  generally,  is  the 
tendency  of  arbitrators  to  disregard  legal 
rights,  and  dispense  crude  ideas  of  justice  in 
their  place — ideas  which  are  not  infrequently 
limited  to  the  somewhat  simple  arithmetical 
sum  involved  in  striking  an  average  between 
the  respective  claims  of  the  opposing  parties. 
So  long  as  a  legal  decision  £ould  be  promptly 
obtained,  without  involving  a  risk  in  respect  of 
costs  out  of  all  proportion  to  the  sum  in  dis- 
pute, there  are,  we  think,  few  business  men 
who  would  not  prefer  the  Law  Courts  to  the 
Arbitration  Chamber  as  a  means  of  settlement 
for  all  disputes,  save  those  involving  a  technical 
business  knowledge  for  their  due  appreciation. 

Passing  on  to  the  Prevention  of  Corruption 
Act,  Mr.  Attlee  expressed  the  view  that  this 
would  be  wide-reaching  in  its  effect,  which  he 
hoped  would  be  practically  to  stop  bribery  in 
commerce  ;  and  he  pointed  out  that  as  an  Act 
had  now  been  passed  declaring  the  taking  or 
giving  of  corrupt  secret  commissions  to  be 
criminal,  it  was  obvious  that  such  acts  by  a 
solicitor  would  amount  to  professional  miscon- 
duct exposing  him  to  the  risk  of  being  struck 
off  the  rolls.  One  would  have  thought  that 
the  expression  "  professional  misconduct "  was 
sufficiently  wide  to  cover  admittedly  dis- 
reputable practices  without  waiting  for  them 
to  be  expressly  declared  by  the  Legislature  to 
be  criminal ;  but,  however  that  may  be,  the 
practical  working  of  the  Act,  not  merely  with 
solicitors,  but  with  regard  to  all  members  of 
the  community,  will  be  watched  with  no  little 
interest.  It  is  important  to  ^^J^" 
the  mere  receipt  of  ^a^  comi^ission  vdthout  all 
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necessary  disclosure  is  not  declared  to  be  a 
crime  per  se.  It  is  only  if  the  commission  be 
com^tly  offered  or  received,  or  solicited,  that 
the  terms  of  the  Act  apply ;  and,  if  the  qualifica- 
tion "  corruptly  "  be  interpreted  too  narrowly, 
the  whole  Act  may  easily  become  a  dead  letter. 

In  his  paper  on  "  Suggested  Amendments  in 
Company  Law  "  Mr.  James  W.  Reid — whose 
name  will  doubtless  be  familiar  to  our  readers 
as  that  of  the  author  of  one  of  the  earliest 
handbooks  published  on  the  Companies  Act, 
1900 — struck  a  somewhat  novel  note,  which, 
however,  reflects  the  latest  attitude  of  the 
Courts  with  regard  to  company  matters.  Mr. 
Reid*s  view  is  that  far  too  much  has  been 
made  of  the  woes  of  misguided  shareholders, 
and  he  considers  that  any  further  amendments 
of  the  law  should  be  in  the  direction  of  giving 
increased  protection  to  unsecured  creditors. 
There  is  undoubtedly  a  great  deal  to  be  said 
in  favour  of  this  point  of  view  ;  but,  if  it  is  to 
be  logically  acted  upon,  it  cannot  stop  short 
at  the  mere  abolition  of  the  existing  statutory 
right  of  a  company  to  create  a  charge  over 
after-acquired  chattels.  If  it  once  be  recognised 
— as  it  undoubtedly  should  have  been  long 
ago — that  the  shareholders  of  an  insolvent  com- 
pany are  debtors  who  cannot  pay  their  debts, 
and  who  cannot  be  made  to  pay  their  debts 
because  the  law  has  granted  them  the  privilege 
of  limited  liability,  the  absurdity  of  allowing 
these  defaulting  debtors  to  have  the  conduct 
of  the  liquidation  of  the  company's  aflairs  must 
be  at  once  apparent.  Even  in  the  unusual 
case  of  the  company's  assets  showing  a  surplus 
available  for  return  to  the  shareholders  after 
providing  for  all  outstanding  debts  and  the 
costs  of  the  liquidation,  there  is  no  more  reason 
why  the  shareholders  should  control  the 
winding-up  than  that  a  bankrupt  should  have 


the  nomination  of  his  own  trustee  in  cases 
where  his  statement  of  affairs  shows  a  surplus. 
Under  the  existing  procedure  secured  creditors 
are  invariably  entitled  to  realise  their  security 
in  their  own  way,  practically  without  consider- 
ing the  interests  of  those  whose  claims  must  be 
postponed  to  their  own ;  and  if  this  be  equitable 
with  regard  to  secured  creditors,  it  is  at  least 
equally  equitable  with  regard  to  unsecured 
creditors.  In  point  of  fact,  however,  the  case 
in  fevour  of  the  unsecured  creditors  invariably 
appointing  their  own  liquidator  is  far  stronger ; 
for  there  can  be  little  doubt  that  in 
practice  voluntary  liquidations  are  frequently 
arranged  with  friendly  non -professional  liqui- 
dators for  the  express  purpose  of  comfortably 
burying  irregularites  and  concealing  misfeas- 
ances which,  if  disclosed,  would  involve  the 
promoters  or  directors,  or  both,  in  consider- 
able pecuniary  liability.  It  ought  not  to  be 
necessary  for  unsecured  creditors  to  invoke  the 
altogether  unsuitable  machinery  of  a  compul- 
sory liquidation  in  order  to  secure  the  appoint- 
ment of  a  liquidator  reasonably  likely  to  have 
proper  regard  to  their  interests. 

Among  the  few  resolutions  passed  at  this 
Conference  was  one  advocating  the  advance- 
ment and  the  shortening  of  the  hong  Vacation, 
and  confining  it  to  the  months  of  August  and 
September.  While  doubtless  these  are  the 
dates  which  would  best  suit  the  convenience  of 
most  business  men,  inasmuch  as  the  Bar  had 
already  expressed  a  wish  that  the  Long  Vacation 
should  not  end  before  the  middle  of  October  it 
may,  we  think,  well  be  questioned  whether  it 
was  altogether  politic  for  the  Law  Society  to 
arrive  at  a  different  conclusion.  If  all  lawyers 
were  unanimous  upon  the  question  of  a  change, 
there  would,  it  seems  tgig^^^ch^O^Ogfe 
prospect  of  some  definite  action  being  taken  by 
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the  Lord  Chancellor,  for  a  want  of  such 
unanimity  is  always  the  best  possible  argument 
in  favour  of  retaining  the  status  quo. 

Mr.  J.  S.  Rubinstein  succeeded  in  secur- 
ing the  passage  of  a  resolution  to  the 
effect  that  the  experiment  of  registration 
of  land  titles  in  the  County  of  London 
having  proved  a  failure,  it  is  desirable  that 
it  should  be  abandoned.  While  sympathising 
with  this  view,  we  must  confess  that  we 
question  very  much  whether  it  is  not  altogether 
waste  of  time  to  thus  continually  batter  one's 
head  against  the  brick  wall  of  officialism.  There 
is,  so  far  as  we  can  see,  absolutely  not  the 
slightest  chance  that  the  numerous  friends  of 
highly-placed  persons  who  have  been  found 
billets  in  the  X^d  Registry  Office  during  the  last 
administration  will  now  be  disbanded,  solely 
because  their  services  are  found  to  be  valueless 
to  the  community.  There  is,  so  far  as  we  are 
aware,  absolutely  no  precedent  to  justify  any 
such  expectation,  and  that  being  so  it  seems  to 
us  waste  of  time  to  rail  against  the  inevitable. 

A  member  from  Leeds  proposed  a  resolu- 
tion, which  however  was  not  passed,  the 
effect  of  which  would  have  been  to  make 
it  virtually  compulsory  for  all  solicitors  to 
employ  the  Double  Banking  Account  form  of 
bookkeeping;  and  his  method  of  dealing  with  his 
motion  aroused  a  somewhat  discordant  note 
which,  for  the  time  at  least,  seemed  hkely  to 
seriously  threaten  the  harmony  of  the  proceed- 
ings. In  reply,  the  President  pointed  out  that 
the  Law  Society  had  no  power  to  dictate  to 
individual  members  upon  such  matters;  but, 
had  he  thought  fit,  Mr.  Attlee  might  have 
made  a  very  much  stronger  case  in  reply  to  the 
allegation  that  the  Council  had  done  nothing 
whatever  towards  endeavouring  to  secure  better 
methods  of  accounting  for  solicitors.  The 


Society  is,  it  seems  to  us,  following  the  only 
course  reasonably  open  to  it — in  the  absence  of 
a  specific  statutory  power  to  compel  solicitors 
to  keep  adequate  accounts  upon  such  lines  as 
it  may  think  best — namely,  by  gradually  educa- 
ting future  generations  of  solicitors  through  the 
medium  of  the  Society's  examinations.  Inter- 
mediate candidates  are  now  required  to  possess 
at  all  events  some  knowledge  of  accounts ;  and, 
if  that  knowledge  is  properly  imparted  to  them, 
it  can  hardly  fail  to  have  a  lasting  effect,  as 
showing  clearly  the  importance  of  accounts  per 
$«,  and  the  great  value  and  the  enormous  saving 
of  time  that  they  must  be  to  all  business  men. 
The  text-book  now  officially  prescribed  has,  we 
understand,  been  written  more  or  less  at  the 
suggestion  of  the  Examination  Committee,  and 
describes  a  system  of  accounts  for  solicitors 
which,  if  not  incapable  of  improvement,  at  least 
serves  the  fundamental  purpose  of  showing  how 
it  is  possible,  without  any  additional  complication 
of  accounts,  to  keep  clients'  moneys  altogether 
distinct  from  the  solicitor's  own  moneys.  In 
the  course  of  a  very  few  years  the  ideas  thus 
inculcated  will  be  the  accepted  beliefs  of  the 
rising  generation  of  solicitors,  and  will  prove 
more  useful  for  all  practical  purposes  than  any 
cut-and-dried  system  of  accounts  that  may  be 
thrust  down  the  throats  of  solicitors  against 
their  own  convictions,  or,  it  may  be, 
prejudices,  by  those  in  authority.  What  is 
wanted  in  the  matter  is  undoubtedly  a 
more  widespread  knowledge  among  solicitors 
of  the  importance  of  an  adequate  system  of 
accounting,  of  the  advantages  that  it  brings  in 
its  train,  and  of  the  dangers  that  attend  its 
neglect ;  and  we  know  of  no  more  effective  way 
of  bringing  these  points  home  than  through 
the  means  adopted  by  the  l^v 
Society — those  of  e^^icalio^.  O 
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Check  Fibres. 

'PHE  correspondence  on  the  subject  of  check- 
figures  that  has  appeared  in  these  columns 
during  the  past  few  weeks  will  have  been 
read  with  interest  by  our  readers,  who 
will  be  especially  grateful  to  Mr.  N.  W. 
MiTCHESON  for  the  detailed  information 
that  he  has  been  good  enough  to  supply. 
We  cannot,  of  course,  say  whether  all  systems 
of  check-figures  are  based  upon  some  method 
similar  to  that  described  by  Mr.  Mitcheson, 
for,  as  our  readers  will  be  aware,  there  is  a 
somewhat  remarkable  reticence  upon  the 
subject  among  those  who  claim  to  be  most 
competent  to  speak  with  authority.  In  the 
meantime,  we  can  only  deal  with  the  matter 
upon  the  information  available,  and  if  the 
deductions  that  we  draw  from  this  limited 
data  should  prove  too  general,  doubtless 
someone  will  set  us  right,  and  in  that  way, 
perhaps,  further  information  with  regard  to 
this  process  of  sectional  balancing  will  be 
forthcoming. 

Although  it  may  not  be  at  once  apparent  to 
the  casual  observer,  the  system  described  by 
Mr.  MiTCHESON  fixes  the  check-figure  at  the 
difference  between  the  amount  in  question  and 
the  nearest  amount  that  is  the  exact  multiple 
of  13.  By  employing  the  nearest  multiple 
under  the  amount  for  credit  items,  and  the 
nearest  multiple  over  the  amount  for  debit 
items,  different  check- figures  are  obtainable, 
complementary  to  each  other  upon  the  basis  of 
13,  which  enable  errors  of  posting  to  the  wrong 
side  of  the  Ledger  to  be  more  readily  detected. 
A  question  that  very  naturally  arises  at  this 
point  is  as  to  why  13  is  selected.  There  is  no 
very  special  virtue  about  the  figure  13,  and,  as 
a  matter  of  fact,  any  other  fij^ure  might  be 


employed,  although  (as  we  shall  show  shortly) 
13  seems  likely  to  produce  the  most  satis- 
factory results.  As  a  very  elementary  example 
of  what  we  mean,  and  as  showing  the  basis  of 
the  whole  matter,  we  may  draw  attention  to 
the  somewhat  rudimentary  principle  that  when 
even  numbers  are  added  together  the  result 
will  invariably  be  even;  and  that  when  odd 
numbers  are  added  together  the  result 
will  be  even  if  there  be  an  even  number 
of  odd  numbers,  and  odd  if  there  be  an 
odd  number  of  odd  numbers ;  and  that 
when  odd  and  even  numbers  are  added 
together  the  total  will  be  odd  or  even,  according 
to  whether  there  be  an  odd  or  an  even  number 
of  odd  numbers  in  the  column  of  figures  added. 
This  is  the  basis  of  Mr.  Mitcheson's  check- 
figure  system,  employing  2  as  a  divisor  instead 
of  13  ;  but  if  2  be  employed,  the  check-figure 
must  in  every  case  be  either  i  or  o,  according 
to  whether  the  original  figure  is  odd  or  even, 
and  while  this  particular  test  is  sometimes 
useful,  it  is  by  no  means  sufficiently  thorough 
to  detect  anything  like  every  conceivable  form 
of  error.  Larger  divisors  might  be  employed 
with,  in  general,  a  progressively  improved 
result ;  for  as  a  greater  number  of  check-figures 
are  called  into  use,  the  risk  of  an  error  remain- 
ing undetected  because  one  amount  is  inadver- 
tently substituted  for  another  amount  having 
the  same  check-figure  becomes  increasingly 
improbable. 

Those  of  our  readers,  however,  who  take  the 
trouble  to  devote  a  little  time  to  experimenting, 
will  find  that  no  divisor  of  less  than  13  pro- 
duces anything  approaching  a  really  adequate 
result ;  but  13,  providing  as  it  does  thirteen 
distinct  check-figures,  certainly  goes  a  long 
way  towards  ensuring  against  mistakes  in 
Ledger  posting  or  in  the  additions  of  bo6ks  of 
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first  entry.  As  Mr.  £.  W.  Crawford,  A.C.A., 
pointed  out,  however,  in  our  issue  of  the  13th 
inst.,  13  has  its  limitations.  Not  only  does  it 
fail  to  detect  errors  of  13  pence,  as,  for 
instance,  when  is.  id.  is  inadvertently  posted 
as  2s.  2d.,  and  vice  versd — a  mistake  which, 
perhaps,  is  hardly  likely  to  occur  in  practice 
where  ordinary  precautions  are  observed — but 
it  also  proves  inoperative  as  a  means  of  detect- 
ing such  errors  of  transposition  as  2s.  yd,  and 
£2  7s.,  or  6s.  8d.  and  £6  85.  In  both  the  first 
pair  of  figures  the  check-figure  is  8,  and  in  the 
second  pair  11;  and  inasmuch  as  errors  of  tran- 
scription such  as  these  may  quite  easily  occur  in 
practice,  the  breakdown  of  the  check-figure 
system  to  detect  them  can  only  be  regarded 
as  a  somewhat  serious  defect.  It  is  quite 
possible  that  the  employment  of  a  larger 
divisor,  such  as  17,  would  remove  these 
particular  difficulties,  and  as  a  coincidence 
reveal  other  weaknesses  of  an  equally  fatal 
description ;  but  it  is  very  doubtful  whether 
the  process  of  dividing  by  17,  even  if 
only  conducted  with  a  view  to  ascertaining  the 
ultimate  remainder,  could  be  performed 
mentally  with  sufficient  accuracy  and  speed 
to  render  the  method  practicable.  Mental 
division  by  13  could,  however,  doubtless  be 
readily  acquired  with  only  a  little  practice, 
and  that  being  so,  in  spite  ol  the  diffi- 
cuities  to  which  attention  has  already  been 
drawn,  it  might  be  worth  while  experi- 
menting with  check-figures.  This  seems 
the  more  probable,  as,  if  there  are  only  two 
possible  transpositions  that  the  system  fails  to 
detect,  it  should  not  prove  an  altogether 
insuperable  difficulty  to  find  where  the  dis- 
crepancy arose  if  the  books  failed  to  balance 
in  spite  of  the  fact  that  the  check-figure  test 
revealed  no  error. 


As  it  stands,  the  check-figure  system  seems 
of  undeniable  value  up  to  a  point.    Even  sup- 
posing that,  with  reasonable  familiarity  with 
the  system,  it  involved  an  increase  of  (say)  50 
per  cent,  in  the  time  occupied  in  pasting  up 
the  Ledger,  it  must  be  remembered  that  the 
time  occupied  in  calling  back  the  postings 
would  be  saved,  so  that  the  actual  amount  of 
time  occupied  in  mere  bookkeeping  would  in 
all  probability  not  actually  be  increased  at  all. 
Moreover,  a  system  which  in  the  vast  majority 
of  cases  would  at  once  locate  an  error  in  post- 
ing on  to  one  page  of  a  book  of  first  entry 
would  undoubtedly  save  an  enormous  amount 
of  time,  which,  under  all  ordinary  circum- 
stances, has   to    be  employed  practically 
every  month  in  detecting  errors  of  balancing 
that  the   most   improved  methods  hitherto 
employed  could  not  locate  more  accurately 
than    into    one    of   a   series   of  Ledgers. 
Where  any  considerable  number  of  Ledger 
postings  are  made  from  a  Journal  of  the  old- 
fashioned  type,  the  advantage  of  using  com- 
plementary check-figures  to  enable  errors  of 
posting  to  the  wrong  side  of  the  Ledger  to  be 
detected  is  undoubtedly  considerable ;  but  the 
system  is  capable  of  being  much  further 
extended  than  our  correspondents  have  hitherto 
suggested,  and  applied  to  the  accurate  extrac- 
tion of  Ledger  balances  as  well  as  to  Ledger 
postings. 

By  introducing  a  column  for  check -figures  in 
the  Ledger  itself,  and  inserting  them  there  at 
the  same  time  that  they  are  called  back  to  the 
bookkeeper  in  charge  of  the  book  of  first  entry, 
it  is  possible  to  readily  check  the  Ledger 
balances,  as  extracted,  by  seeing  that  the  check- 
figure  columns  balance  after  the  check-figure 
of  the  balance  is  inserted  upon  the  shortest 
side.   (In  this  connection  it  shoujd,  be  noted 
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that  where  complementary  check-Bgures  are 
employed  for  debit  and  credit  respectively,  the 
total  of  the  debit  check-figures  should  not  be 
equal  to,  but  the  complement  of,  the  total  of 
the  credit  check^iigures,  assuming  that  the  check- 
figure  of  the  balance  has  been  duly  inserted.) 
In  this  way  another  step  has  been  taken 
towards  guarding  against  errors  which  interfere 
with  the  accurate  balancing  of  books,  and 
where  the  outstanding  balances  are  numerous 
it  seems  quite  likely  that  the  check-figure 
system  as  applied  to  them  would  be  found  quite 
as  valuable  u  when  applied  to  the  postings 
themselves. 

Of  course,  however,  it  is  needless  to  say 
that  no  system  of  check-figures  can  take  the 
place  of,  or  take  away  the  necessity  for,  the 
frequent  balancing  of  the  Ledgers  themselves 
at  regular  intervals.  Even  apart  from  the 
partial  breakdown  of  the  system  to  which  Mr. 
Crawford  has  drawn  attention,  it  must 
not  be  overlooked  that  the  balancing  of 
Ledgers  is  necessary  not  merely  to  detect 
inadvertent  mistakes,  but  also  deliberate  &lsi- 
fication,  and  that  it  would  be  the  simplest  thing 
in  the  world  for  a  bookkeeper  to  secure  the 
balancing  of  his  check-figures  while  his 
Ledgers  themselves  did  not  balance,  so  long  as 
he  took  the  precaution  of  seeing  that  the 
actual  difference  in  his  balances  was  always 
some  multiple  of  13.  That  being  so,  under  no 
circumstances  should  the  day-to-day  agreement 
of  the  check-figures  be  regarded  as  in  itself  a 
complete  check  upon  the  accuracy  of  the 
Ledger;  but,  so  &r  as  it  goes,  it  would 
certainly  seem  to  provide  a  very  efficient — 
albeit  not  invariable — check  against  inadvertent 
errors,  which,  after  a  little  practice,  would 
involve  practically  no  additional  time  being 
devoted  to  the  bookkeeping.   While,  there- 


fore, from  an  auditor's  point  of  view  it  seems 
to  us  that  it  cannot  be  seriously  regarded  as  of 
value,  as  a  method  of  internal  check  it  appears 
to  possess  undeniable  possibilities  which  so  far 
have  been  but  little  exploited.  Doubtless,  now 
that  attention  has  been  directed  to  the  matter, 
the  ingenuity  of  some  of  our  readers  will 
enable  them  to  devise  improved  systems  that 
may  even  obviate  the  difficulties  to  which  we 
have  drawn  attention.  In  the  meanwhile, 
however,  the  system  would  appear  to  be 
sufficiently  promising  to  be  worth,  at  all 
events,  an  experimental  trial,  and  if  any  of 
our  readers  are  sufficiently  impressed  with  its 
possibilities  to  give  it  that  trial,  we  shall  be 
glad  to  hear  in  due  course  with  what  measure 
of  success  it  is  attended,  and  what  (if  any) 
latent  difficulties  are  discovered  in  practice. 


Meeftlj?  Botes. 


.1.  — ii*  ■.  In  the  course  of  his  audit  of  the 
B«Ma<k  accounts  of  the  Shoreditcfa  Borough 
Council  for  the  year  ended  ttie  3tst 
March  1905  the  district  auditor  states  that  the  long 
delay  in  the  completion  of  the  audit  has  arisen  almost 
entirdy  firom  the  &ilure  to  produce  necesBary  vouchers 
for  the  payments  made  by  the  Council  in  settlement  of 
contracts.  An  item  of  ^141651  53.  has  been  eventually 
passed  by  him  upon  a  swwn  declaratvui  of  Its  corroct- 
ness  recently  made  by  the  quantity  surveyors :  but  he 
points  out  that  this  item  has  not  been  duly  vouched, 
and  that  in  bis  opinion  it  is  important  that  evidence 
should  be  submitted  both  to  the  Council  and  to  the 
auditor  sufficient  to  show  that  the  terms  of  the  contract 
have  been  observed  in  calculating  payments,  and  that  a 
considerable  experience  has  proved  to  him  that  in  the 
settlement  of  contracts,  more  than  anywhere  else, 
losses  will  arise  if  there  be  neglect  oftfae  regular  system 
of  supervising  and  checkhig  the  correctness  of  the 
charges.  It  seems  to  us  that,  if  the  item  in  question  has 
not  been  duly  vouched,  the  district  auditor  has  in  the 
discharge  of  his  duties  no  possible  course  open  to  him 
other  than  that  of  8urcha^iii^tl^e^exlSmdit(mAt4»setber. 
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leaving  those  concerned  to  appeal  against  his  decision 
or  to  apply  for  a  remission  of  the  surcharge,  as  they 
think  fit.  It  is  surely  obvious  that  the  system  of 
tendering  for  public  contracts  becomes  a  hopeless  farce 
if,  after  the  most  suitable  tender  has  been  solemnly 
accepted,  no  precautions  are  taken  to  ensure  that  the 
amount  actually  paid  under  the  contract  entered  into 
is  the  amount  legally  due  thereunder.  The  mere  fact 
that  no  evidence  is  obtainable  showing  how  the  figure 
was  made  up  certainly  suggests  primd  facie  that  there 
was  no  very  eiFective  inquiry  into  the  matter,  and  while 
we  have  always  expressed  ourselves  as  being  sceptical 
of  the  practical  utility  of  the  statutory  power  of  sur- 
charge, it  seems  to  us  that  here  is  a  suitable  case  for 
the  exercise  of  that  power. 


LMtont  en  ^^^^  °^  Manchester  Education 

Manidpal       Committee  has  inaugurated  a  series  of 

lomimtMiar.  special  lectures  and  classes  for  clerks 
and  officials  in  municipal  and  public  offices  which  will 
be  held  at  the  Manchester  Municipal  Evening  School  of 
Commerce  throughout  the  session,wfaich  commenced  on 
the  ist  inst.  The  Principal  of  this  school  is  Mr.  Alfred 
Nixon,  P.C.A.,  and  the  course  provided  includes  lectures 
on  Local  Authority  Finance,  by  Mr.  W.  T.  Postle- 
thwaite,  LL.B. ;  on  Municipal  Law,  by  Mr.  E.  C. 
Burgis,  M.A.,  LL.B.,  Barrister-at-Law;  on  Municipal 
Accounts,  by  Mr.  E.  Hartley  Turner,  A.C.A. ;  on  Local 
Government,  by  Mr.  F.  Brocklehurst,  M.A.,  Barrister- 
at-Law;  and  on  Arithmetic  and  Algebra,  by  Mr.  F. 
Har^eaves,  F.S.A.A.  The  course  is  organised  to 
prepare  candidates  for  the  examinations  of  the  Institute 
of  Municipal  Treasurers  and  Accountants,  and  Is,  we 
believe,  the  first  of  its  kind  undertaken  by  any  technical 
school  in  this  country.  In  making  this  statement,  how- 
ever, it  is  only  right  to  mention  that  for  some  years 
past  the  candidates  for  the  examinations  of  the  Muni- 
cipal Treasurers'  Institute  who  are  in  the  neighbourhood 
of  Birmingham  have  been  in  the  habit  of  attending  the 
courses  in  Accounting  and  Commercial  Law  provided 
by  the  Birmingham  University. 


Unitad  BtaiM  York  Chamber  of  Commerce 

Oamnoy.      has  made  certain  suggestions  with 

regard  to  currency  reform  in  the  States.  The  com- 
mittee appointed  to  deal  with  the  matter  suggested  the 
establishment  of  a  central  bank  of  issue,  with  an 
alternative  scheme  involving  the  issue  of  Government 
bond  secured  currency  up  to  50  per  cent,  of  the  bank's 
capital,  but  that  additional  notes  up  to  35  per  cent. 


of  the  bank's  capital  might  be  issued  subject  to  a 
graduated  tax ;  these  notes  to  be  unsecured  except  so 
far  as  the  assets  of  the  bank  would  afford  security,  and 
the  Government  to  itself  guarantee  notes  out  of  the 
special  funds  to  be  raised  by  means  of  a  tax  on  these 
note  issues.  Other  suggestions  are  that  the  law 
restricting  the  retirement  of  national  bank-notes  of 
three  million  dollars  per  month  be  repealed,  that  future 
issues  of  United  States  bonds  be  not  made  available  by 
the  issue  of  national  bank-notes,  and  that  all  money  in 
the  general  fund  of  the  Treasury  above  a  reasonable 
working  balance  should  be  depomted  in  the  national 
banks.  The  central  bank  of  issue  scheme  does  not 
appear  to  have  met  with  very  great  approval,  for  m 
staid  American  contemporary  says  that  it  has  long  been 
conceded  to  be  a  political  impossibility  in  that  country. 
It  is  said  that  the  public  has  always  shown,  and  will 
continue  to  show,  unwillingness  to  entrust  to  a  single 
body  of  men  concentrated  powers  such  as  have  been 
suggested. 


■anldpalltlM  Recent  experiences  of  the  Chester 
KDd  Banks.  Corporation  leads  the  Municipal  Journal 
to  suggest  that  local  authorities  will  soon  be  com- 
pelled in  self-defence  to  establish  a  mnnicipal 
banking  corporation.  Our  contemporary  speaks  of 
a  Banking  Trust,  and  a  Money  Trust,  and  so  on, 
and  we  need  hardly  say  that  the  Industrial  Freedom 
League  also  figures  in  its  article  on  the  subject. 
The  whole  of  the  difficalty  arose  out  of  the  fact 
that  one  of  the  councillors  suggested  that  tenders 
should  be  invited  from  the  various  banks  in  the  city  as 
to  the  terms  on  which  such  banks  would  be  prepared 
to  take,  the  corporation  account.  At  present  the 
account  is  held  by  Parr's  Bank,  and  in  their  letter 
offering  slightly  better  terms  than  previously  existed 
they  suggest  that  the  commission  on  the  turnover,  less 
the  aggregate  amount  of  the  transfers,  should  be  is.  per 
cent,  instead  of,  as  in  the  past,  is.  3d.  per  cent,  (this 
would  be  equal  to  about  yd.  per  cent,  on  the  entire 
turnover),  or  that  in  lien  of  commission  no  interest 
should  be  allowed  on  £2,500  of  the  total  balance  at 
credit  of  the  accounts.  The  manager  of  Lloyd's  Bank 
regretted  that  he  was  unable  to  accept  the  invitation 
to  tender  in  common  with  other  banks ;  the  directors 
of  the  North  and  South  Wales  Bank  preferred  not  to 
tender ;  and  it  was  not  the  practice  of  the  National 
Provincial  Bank  to  offer  terms  in  competition  with 
other  banks;  the  Bank  of  Liverpool,  while  grateful 
for  the  invitation,  felt  it  could  not  ^'^^'^l^^^'f  ^ 
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its  neighbour  compete  for  the  account.  On  the  surface 
it  serau  as  if  local  conditioDS  had  something  to  do 
with  the  present  move,  and  we  cannot  say  that  we 
share  our  contemporary's  alarm. 


TiM  liiMM  sf   Bearing  in  mind  the  decisions  in  In  re 
MlMBtarM.     RoutUd^t  &  Sons,  Lim.,  and  In  re 
Tasker  &  Co.,  it  is  interesting  to  note  that  at  a  recent 
meeting  of  debenture -holders  of  a  well-known  com- 
pany the  following  resolution  was  passed : — 

"  That  this  meeting  of  the  holders  of  the  Five  and 

a-half  per  cent,  first  mortgage  debentures  of  the  

Company,  Lim.,  hereby  resolves  that  the  ;£'56,8oo  of 
debentures  of  the  company  originally  forming  part  of 

the  iasne  secured  by  the  trust  deed  dated  , 

which  have  been  purchased  and  resold  by  the  com- 
pany, shall,  notwithstanding  this  purchase  and  resale, 
rank  in  all  respects  equally  with  the  outstanding 
debentuies  of  that  issne,  and  shall  be  deemed  to  be 
debentures  within  the  meaning  of  the  said  trust 
deed." 

It  is  quite  probable  that  this  resolution  has  been  passed 
by  counsel,  but  it  remains  to  be  seen  whether  it  will 
stand  the  test  of  litigation. 


ixpuuiTC  Discussiog  the  experiences  of  the  City 
fmtUmmmtMij  Council  of  Hull  with  regard  to  their 

VtsMdnra.  unsuccessful  attempt  to  secure  powers 
to  construct  a  pier  and  wharf,  the  Municipal  Journal 
has  severe  remarks  to  make  with  regard  to  the  cost  of 
promoting  Private  Bill  legislation.  It  is  said  that  in 
the  instance  quoted  the  fees  paid  to  special  witnesses 
and  counsel  were  simply  enormous,  and  it  Is  suggested 
that  it  ought  to  be  possible  to  devise  a  scheme  whereby 
local  evidence  could  be  taken  on  the  spot,  "thus  saving 
"the  ratepayers  large  sums  of  money  which,  even  if 
"their  Bill  is  successful,  never  yield  an  adequate 
"  retuTD."  We  quite  agree  with  our  contemporary  as 
to  the  expensiveness,  but  it  appears  to  have  overlooked 
the  fact  that  the  promotion  of  Private  Bill  legislation 
is  quite  a  national  industry. 


.        . ^     The  railway  world  seems  fated  to  be 

OWMfS  luk. 

always  in  the  throes  of  some  problem 
whicrh  upsets  its  smooth  working.  Yesterday  it  was 
the  Labour  question,  which  is,  perhaps,  still  with  us 
to-day.  A  new  problem  has  arisen,  inasmuch  as  a  Bill 
is  to  be  introduced  in  the  House  of  Commons,  the 
avowed  object    which  is  to  make  railways  responsible 


for  loss,  injury,  or  delay  where  the  companies'  servants 
have  shown  gross  n^lect.  This  does  not  seem  to  be 
inequitable,  but  the  railway  authorities  point  out  that 
the  companies  long  ago  voluntarily  conceded  lower 
rates  on  the  distinct  understanding  that  traders  should 
absolve  them  from  their  liability,  and  from  the 
customer's  point  of  view  he  obtained  better  terms,  and 
the  company  lessened  responsibility.  The  considera- 
tion, therefore,  was  quite  satisfactory.  If  the  proposed 
Bill  does  succeed  it  will  presumably  be  followed  by  an 
increase  in  rates,  as  the  previous  concession  was  quite 
voluntary ;  then  there  will  be  another  outcry,  and 
further  trouble.  Altogether,  the  modem  railway  com- 
pany's lot  seems  to  be  like  that  of  the  Gilbert  and 
Sullivan  policeman. 

"Baaksraand    The  current  session  of  the  Liverpool 
Bonewirs."    and  District  Bankers'  Institute  was 

happily  inaugurated  last  week,  when  Mr.  F.  E.  Steele, 
of  Parr's  Bank,  London,  delivered  a  lecture  on 
'*  Bankers  and  Borrowers."  Mr.  Steele  dealt  at  Iraigth 
with  the  various  functions  of  a  bank,  specially 
emphasising  its  character  as  a  lender  and  the  diffi- 
culties snrrounding  that  faction.  The  various  kinds 
of  advances,  the  process  of  discounting  bills  of 
exchange,  loans  to  the  Stock  Exchange,  and  advances 
against  documents,  deeds,  property,  and  produce  were 
then  passed  in  review.  The  lecturer  rightly  pointed 
out  that  it  was  not  the  business  of  a  bank  to  provide 
fixed  capital  for  its  clients,  and  his  address  closed  with 
"  a  full  analysis  of  the  Balance  Sheet  of  a  typical 
lender  to  a  limited  liability  company."  We  wonder  if 
we  could  prevail  upon  Mr.  Steele's  generosity  to  let  us 
see  a  print  of  this  interesting  document  ? 


ManioipKi  The  publication  of  Part  V.  of  the 
inAOrtsOMs.  Local  Taxation  Returns,  giving  the 
accounts  of  borongh  councils,  excluding  London, 
renders  some  interesting  figures  available,  although  it 
is  true  they  deal  only  with  the  year  1903-4.  Receipts, 
other  than  from  loans,  amounted  to  £13,090408  in  the 
case  of  county  boroughs,  while  the  figure  for  non- 
county  boroughs  was  £2,SS'^,S22j  the  corresponding 
items  of  expenditure  being  £i2,-jo2,6y2  and  £2,542,663 
respectively.  It  may  be  noted  that  the  expenditure 
(excluding  elementary  education)  increased  from 
£8414,641  in  1902-3  to  £9490,150  in  the  year  under 
review.  Under  the  heading  of  X.oaQS  it  is  shown  that 
the  total  amount  out8t^|fj^j^y^^@^fe  year 
in  respect  of  loans  owing  by  councils  Sibting  as 
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municipal  authorities  was  ;C52>o68i5o8>  the  total  loau 
debt  on  account  of  education  (including  elementary) 
was  ^15,193.769.  The  total  outstanding  loan  debt  of 
the  councils  acting  otherwise  than  as  municipal 
authorities  was  ;f  167,840,835,  the  total  of  municipal 
loans  outstanding  being  thns  jfa  19,909,343. 


The  exceptional  course  adopted  by  the 
Tiw  Bank  Rkta.   jjjj^t^pg  Bank  of  England  last 

week  in  raising  the  Bank  rate  of  discount  from  5  per 
cent,  to  6  per  cent,  on  the  Friday  instead  of  upon  the 
customary  Thursday  made  it  impossible  for  us  to 
record  tbe  &ct  in  our  last  issue.  An  increase  on  the 
Thursday  had  not  been  unlocked  for,  and  was  indeed 
anticipated  in  certain  quarters,  but  as  the  5  per  cent, 
rate  was  maintained  it  was  naturally  assumed  that  con- 
ditions had  improved,  and  the  advance  made  24  hours 
afterwards  thus  came  entirely  as  a  surprise.  The  fact 
that  a  6  per  cent,  bank  rate  has  only  been  imposed  on 
four  occasions  during  the  last  quarter  of  a  century  may 
well  be  the  cause,  if  one  were  needed,  for  considering 
the  present  position.  That  the  uinouncement  of  the 
advance  came  as  an  unwelcome  surprise  to  the  money 
and  stock  markets  is  to  put  it  mildly.  At  the  usual 
weekly  meeting  no  notification  of  any  change  was  made, 
and  the  suddenness,  therefore,  with  which  it  was  sprung 
upon  the  markets  added  another  terror  to  that  which 
the  figure  itself  conveys.  Several  conjectures  have  been 
made  as  to  the  reason  for  the  advance,  but  very  few 
agree,  and  it  is  probable,  therefore,  that  the  real  facts  are 
not  yet  known.  One  authority  says  that  the  withdrawals 
of  gold  for  Egypt  are  the  cause ;  another  suggests  that 
the  suggestion  that  the  rise  had  any  connection  with 
these  withdrawals  is  to  be  laughed  at  as  absurd.  As 
there  does  not  seem  to  be  any  real  financial  crisis  hang- 
ing over  the  markets,  perhaps  there  is  little  real  cause 
for  alarm,  but  it  is  to  be  hoped  that  whatever  stringency 
has  caused  this  step  on  the  part  the  Directors  of  the 
Bank  of  England  will  soon  be  removed,  for  the  rate  is 
too  high  to  be  comfortable.  Friday  seems  to  be  quite 
an  unlucky  day  in  the  City,  for  forty  years  ago  Friday 
saw  the  Overend-Gumey  crisis  at  its  height  with  a 
9  per  cent,  bank  rate ;  in  1873  the  same  unlucky  day 
brought  another  advance,  and  in  1890  the  Baring  crash 
was  the  cause  of  fhrther  trouble  In  the  same  direction. 
The  only  point  on  which  most  critics  agree  is  that, 
although  business  men  and  speculators  will  feel  the 
I^och  o£  dear  money,  the  time  had  certainly  arrived  for 
dedslve  acticm,  and  it  is  to  be  hoped  that  It  will  have 
he  dedred  eflbct. 


Tba  BaimwrMnii  It  is  said  that  the  earmarking  of  gold 
of  MA.  by  the  Indian  Government  was  a  new 
departure,  which  encouraged  the  Secretary  to  the 
United  States  Treasury  to  adopt  a  somewhat  dmilar 
course  during  last  spring  and  the  present  autumn. 
The  Egyptian  Government  appears  now  to  have 
adopted  a  policy  of  this  nature,  for  it  is  reported  that, 
owing  to  the  great  rise  in  the  price  of  cotton,  Egyptian 
growers,  instead  of  holding  back  for  better  prices,  pre- 
ferred to  sell,  and  as  against  these  sales  gcdd  is  alwa^ 
taken  in  exchange,  what  is  termed  a  "  prosperity  crisis  " 
arose,  which  threw  great  pressure  on  the  banks.  The 
Government,  at  the  urgent  request  of  certain  institu- 
tions, released  gold  from  a  special  quarter,  on  the 
assurance  that  a  similar  amount  should  be  placed 
under  the  care  of  the  representatives  of  the  Egyptian 
Government  in  London.  ^'500,000  in  gold  is  reported 
to  have  been  so  dealt  with,  and  appeared  amongst  the 
exports  from  the  Bank  of  England  to  Egypt,  although 
as  a  matter  of  fact,  the  money  did  not  leave  London. 
As  the  other  gold  so  shipped  arrives  in  Egypt,  it  is 
possible  that  this  sum  will  be  returned  to  the  Bank. 
It  is  said  that  the  simplicity  of  working  this  arrange- 
ment may  be  affected  by  the  fact  that  other  vitbdzmwals 
may  be  necessary,  in  which  case  the  gold  would  not 
return  to  the  extent  that  the  operation  might  suggest ; 
but  at  the  same  time  the  incident  is  cme  which  shows 
the  valuable  assistance  which  may  be  granted  by  this 
policy. 


Th«  JUwuiatieB  autumn  general  meeting  of  the 

of  Haiilolpai  Association  of  Municipal  Corporations 
Oorpwratlou.    ^„  y^g^^  Whitehall  Rooms, 

Northumberland  Avenue,  on  the  19th  inst.  In  the 
absence  of  the  President,  Sir  James  Woodhouse,  M.P^ 
Mr.  J.  S.  Harmood- Banner,  M.P.,  F.C.A.»  the  Vice- 
President,  occupied  the  chair. 


TiM  ttnppMft  or  Shortly  before  noon  on  Saturday  last 
a  ci^  Baak.  n  was  announced  that  the  banking 
firm  of  Macfadyen  &  Co.,  of  Winchester  House,  Old 
Broad  Street,  E,C.,  were  unable  to  meet  their  obliga- 
tions, and  at  about  the  same  time  Mr.  P.  Macfadyen, 
the  only  partner  of  the  firm  reddent  in  this  country, 
met  his  death  near  the  Old  Street  Station  of  the  City 
and  South  London  Electric  Railway.  No  statement  of 
the  bank's  financial  position  has  yet  been  issued,  bat  it 
Is  understood  that  the  liabilities  in^^s  country  are 
small,  and  that  the  failure  i^iss  j|9  V^^^^tftW^  by 
the  bank's  correqKmdents  in  Madras. 
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Lord  jDstice  Romer  has  sent  io  his 


resignation  after  sixteen  years'  ser\-ice 
on  the  Bench.  His  Lordship  had  the  reputation  of 
being  one  of  the  quickest  of  Judges,  and  his  decisions 
have  rarely  been  upset  on  appeal.  It  is  to  be  hoped 
that  it  will  be  found  possible  to  still  utilise  his  services 
in  the  House  of  Lords,  which  is  somewhat  badly  in 
need  of  additional  members.  The  vacancy  caused  by 
Lord  Justice  Romer's  retirement  has  been  filled  by  the 
promotion  of  Mr.  Justice  Buckley,  who,  it  will  be  remem- 
bered, was  elevated  to  the  judicial  Bench  in  January 
1900.  The  vacant  judgeship  of  the  High  Court  of 
Justice  has  been  filled  by  the  promotion  of  Mr.  Robert 
John  Parker,  who  held  the  post  of  Junior  Equity 
Counsel  to  the  Treasury,  and  who  thus,  in  accordance 
with  custom,  obtains  his  preferment  without  first 
taking  silk.  To  our  readers  Mr.  Parker  will  probably 
be  best  known  as  one  of  the  joint  authors  of  the  revised 
Table  A,  and  as  the  junior  counsel  for  the  defendant 
company  in  the  case  of  Newton  v.  Th$  Birmingham  Small 
Arms  Company,  Lim.  The  elevation  to  the  Bench  of  a 
lawyer  holding  Mr.  Parker's  views  on  the  subject  of 
Secret  Reserves  can,  we  think,  hardly  fall  to  prove  a 
matter  of  considerable  practical  interest  to  all 
concerned. 


^  At  the  GuUdhall  last   week  Mr. 

P>— ItUs  uAw 

OmCampuIm  Alderman  Howes  had  before  him  an 
adjourned  summons  against  L.  Rene 
&  Co.,  Lim.,  fmr  committing  a  breach  of  the  Companies 
Act  by  refumng  to  allow  the  trustee  in  bankruptcy  of 
one  of  the  directors  of  the  company  to  inspect  the 
F^lister  of  members.  At  the  previoos  hearing  it  had 
been  stated  that  there  was  no  intention  of  putting 
difficulties  in  the  way  ot  inspection,  but  that  the 
register  was  in  the  possession  of  the  company's 
solicitors  in  connection  with  a  civil  action ;  bnt  at  the 
adjourned  hearing  it  was  reported  that  the  company 
had  again  refused  inspection,  and  that  when  eventually 
the  register  was  produced,  a  portion  of  it  was  tied  up 
with  string,  and  the  plaintiff  had  been  threatened  with 
a  charge  of  mutilating  the  book  when  he  cut  the  string 
in  order  to  secure  access  to  certain  parts  that  he  wished 
to  see.  It  is  satis&ctory  to  observe  that  his  Worship 
took  the  view  that  this,  so  far  from  being  a  technical 
breach,  was  a  very  serious  one,  which  had  not  been 
imivoved  by  what  had  taken  place  since  the  adjourn- 
ment. He  accordingly  imposed  a  fine  of  £2  for  each 
of  the  five  days  of  default  included  in  the  summons, 
and  three  guineas  costs.    The  unsatisfactoiy  part 


about  cases  of  this  description  is  that  the  penalties  are 
levied  against  the  company,  and  thus  do  not  come  out 
of  the  pockets  of  those  who  are  responsible  for  the 
fault. 


ShaNheUton  sad  The  shareholders  of  Harringtons,  Lim. 

thair  Aaditen.  held  a  somewhat  excited  general  meet- 
ing on  the  17th  inst.,  and  made  up  for  the  smallness  of 
their  numbers  by  the  determination  oftheir  attack  upon 
the  management  of  the  company  by  the  existing 
directors.  Apparently  their  ignorance  of  company  pro- 
cedure and  of  all  questions  of  account  in  no  way  daunted 
them,  for  we  find  that  while  they  succeeded  in  carrying 
an  amendment  that  the  directors*  report  and  accounts 
be  not  received  and  adopted,  they  were  so  elated  at 
their  success  in  this  direction  that  they  forthwith  pro- 
ceeded to  re-elect  the  retiring  directors.  Having 
accomplished  this  remarkable  feat,  It  is  perhaps  small 
matter  for  surprise  that  they  should  vent  their  indig- 
nation at  the  unprofitable  nature  of  thehr  investment 
upon  the  retiring  auditor  by  electing  another  in  his 
place.  Why  the  auditor  should  be  held  responsible  for 
the  fact  that  the  company  is  worked  at  a  loss,  or  for  the 
fact  that  the  directors  have  submitted  accounts  dis- 
closing that  fact,  we  are  somewhat  at  a  loss  to 
comprehend.  The  point  that  interests  us  more  at  the 
moment  is  the  question  of  professional  etiquette  involved. 


Tin  PrefbMiMi  A  case  of  some  interest  to  our  readers 
la  irtlaad.  came  before  the  Irish  Courts  a  short 
time  since  when,  according  to  the  Derry  Joumalt  Mr. 
Henry  Jenkinson  sued  Mr.  John  M'Williams  for 
£5  13s.  6d.,  work  done  for  the  latter  by  the  former  as 
an  accountant.  An  application  for  adjournment  was 
made  on  behalf  of  the  defendant,  it  being  alleged  that 
the  plaintiff  had  acted  as  a  solicitor,  and  was  claim- 
ing payment  for  woric  so  performed.  It  was  wished, 
said  the  defendant's  solicitor,  to  communicate  with  the 
Law  Society  with  a  view  to  seeing  what  action  they 
would  take  in  the  matter.  His  Honour  declined  to 
adjourn  the  case  on  that  account,  but  pointed  out  that 
the  defendant  could  draw  attention  to  any  item  of 
solicitors*  work  that  was  included  in  the  account.  In 
the  course  of  the  plaintiff's  cross-examination  it  was 
brought  out  that  although  he  described  himself  as  a 
Chartered  Accountant  in  his  bill  forms  he  was  not  at  the 
moment  a  member  of  the  Institute.  His  Honour 
eventually  found  in  the  plaintiff*!  favour  for  £4  17s.  8d. 
It  would  be  interesting  to  know  whether  the  view  is 
generally  entertained  by  the  Irish  Xndges  that^person 
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who  is  not  for  the  time  being  a  member  of  a  Chartered 
body  ts  entitled  to  recover  for  worli  done  as  a  Chartered 
Accountant. 


Tbe 


In  an  action  which  came  before  Jndge 
importaBM  Emden  in  the  Lambeth  County  Court 
of  Vaucheri.     j^^^  ^^^j^       honour  ruled  that  where 

a  defendant  was  unable  to  produce  receipts  for  pay- 
ments alleged  to  have  been  made  by  him  there  most 
be  judgment  for  the  plaintiff,  notwtthstandiDg  the  fact 
that  the  defendant  produced  endorsed  cheques  which 
he  claimed  to  be  evidence  corroborating  his  assertion 
that  the  debt  had  already  been  paid.  This  ruling  is, 
it  seems  to  us,  the  more  remarkable  in  that  the  plain- 
tiff did  not  produce  his  books  or  in  any  way  attempt 
to  refute  the  argument  of  the  defendant.  His  Honour 
held  that  there  woald  be  judgment  for  the  plaintiff;  as 
the  defendant  could  not  produce  proper  receipts. 
"  People  who  do  not  insist  upon  proper  receipts,"  he 
added,  almost  always  sufiTer  in  the  end."  It  would 
be  interesting  to  know  what  his  Honour  suggests  a  man 
should  do  in  cases  where  tbe  person  to  whom  a  cheque 
has  been  sent  persistently  omits  to  forward  any 
acknowledgment.  Most  people  would  be  inclined  to 
say  that  if  they  were  possessed  of  evidence  enabling 
them  to  prove  payment,  it  need  not  necessarily  take 
the  form  of  a  receipt  signed  by  tbe  payee. 

TiM  BxtuiioB  ^  correspondent  of  The  Financial  News, 
of  lkC.C.  OontroL  in  the  course  of  a  long  article  in  a 

recent  issue,  foreshadows  some  unpleasant  events 
should  the  reported  move  in  the  direction  of  the  fnrther 
equalisation  of  London  rates  actually  crystallise.  The 
scheme  is  said  to  embrace  the  idea  of  the  London 
County  Council  running  a  kind  of  municipal  parliament 
and  directing  the  local  requirements  of  an  area  of 
something  like  700  square  miles.  Boards  of  Guardians 
are  to  go,  the  poor  law  administration,  together  with 
the  docks,  water,  electricity  traflic,  asylums,  and  police, 
will  all  pass  nnder  the  new  administration,  we  are  told. 
All  rates  will  be  levied  and  raised  by  the  County 
Council,  and  it  is  said  that  any  workman  or  official  of 
that  body  will  be  permitted,  after  suitable  legislation 
has  removed  existing  hindrances,  to  vote  in  any  district 
of  the  area  over  which  the  Council  has  jurisdiction. 
It  is  not  well,  perhaps,  to  be  too  alarmist  until  the 
event  has  really  happened,  but  it  certainly  does  not 
need  much  common  sense  to  see  that  such  a  system 
would  lend  itself  admirably  to  abuse,  and  would 
assuredly  end  in  a  whirlpool  of  political  jobbery  and 
corruption. 


AmertoM  Buk«n  The  programme  of  the  trust  companies' 
and  Fluuicia]     section   of  the  American  Bankers' 
TnutCMBputtM.  Association,  which  held  its  annual 
conference  recently  at  St.  Louis,  Is  by  no  means 

devoid  of  interest,  as  the  following  summary  will  show : 

(1)  Should  trust  companies  do  a  guarantee  or  surety 
business  ? 

(2)  Methods  of  securing  business. 

(3)  Advantages  of  frequent  examinations  and  public 
reports. 

(4)  Safeguards  against  uregulanties. 

(5)  How  to  maintain  the  interest  of  the  directors. 

(6)  The  cash  reserve. 

(7)  The  banking  department  of  trust  companies ;  its 
scope  and  limitations. 


TrajDwar      A  matter  brought   up  by  Captain 
^""^^^t*"'    Swinton  at  a  meeting  of  the  London 
Improvementi.    County  Council  on  the  i6th  iust.  raises 
a  question  of  very  f»)nsiderable  importance  in  connec- 
tion with  the  accounts  of  the  Tramways  Department, 
but  in  spite  of  that,  or  perhaps  for  the  very  reason  that 
it  was  a  question  of  accounts,  it  was  practically  ignored 
by  the  Council.   Capt.  Swinton's  point  was  that  it  had 
always  been  assumed  by  the  public,  and  by  most 
members  of  the  Council,  that  one-third  of  the  cost  of 
street  widenings  for  tramway  purposes  was  borne  by 
the  Tramways  Account,  one-third  by  the  local  autho- 
rity, and  one-third  by  the  county  fand ;  yet  although 
^^4,044,848  had  been  spent  in  order  that  tramways 
might  be  cnt  through  London,  only  ^^377,260  was 
charged  to  the  Tramwa3r8  Account.  The  significance 
of  these  figures,  of  course,  lies  in  the  circumstance 
that  the  Tramways  Accounts  are  only  debited  mtb 
interest  and  Sinking  Fund  instalments  in  respect  of 
those  loans  which  are  allocated  as  tramway  capital 
expenditure.    In  common  with  Capt.  Swinton,  we  had 
certainly  been  under  the  impression  that  there  was  a 
general  rule  as  to  the  division  of  ezpenditore  on 
improvements  into  thirds— a  method  of  apportionment 
which,  while  obviously  rough  and  ready,  would  at  least 
have  the  merit  of  enabling  people  to  know  where  they 
are.   If,  however,  something  less  than  one-tenth  is  to 
be  debited  to  tramways,  it  is  clear  that  this  rule,  if  it 
ever  existed,  has  been  departed  from,  and  that  the 
apportionment  has  been  based  npon  something  else — 
presumably  on  what  are  thought  to  be  the  merits  of  each 
separate  case.   If  that  be  so,  it  would  certainly  have 
been  interesting  to  heaj.  tl^e^a^gn^^^^l^yim^^  of  the 
apportionment  actually  a^pt^.    Quite  Smceivably 
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they  mi^t  prove  ananiwerable,  but  primd  facia  the 
matter  is  one  for  inquiry,  and  that  the  inquii;  should 
be  shelved  creates  an  unpleasaat  impression. 


Corce0pon^ence  an&  Bnantrfes. 


All  coBBunlcatloas  to  the  Bdltor  should  be 
by  letter  only. 


{Wt  art  at  all  times  ready  to  insert  corresfond*nte  on 
wtaOtn  tf  iattrut  t9  tkt  PrpfttnoHt  M  w  do  mat  af  tmrtc 
hold  amrstlv*t  in  amy  way  responsibli  far  tka  opinion.' 
txfmttd  ty  oar  eorretfomdtmts.  Corrtspondeact  iattaded 
for  eurrtai  ijsat  atast  rtaeh  at  at  tie  latest  by  Wednesday 
afternoon;  and  must  in  all  cases  he  atcoatpoaied  by  the 
name  mtd  address  of  correspondents,  not  meeetiarily  for 
paUicmtiam,  katasa  gaaraattt  of  good  faHkJ} 


Termination  of  Articles  and  Servke  with  Incor- 
porated Accountants  prior  to  Flnai  Examination. 

[To  the  Editor  of  The  Accountant,) 
SiK,— 1  should  esteem  it  a  personal  favour  if  you  or 
any  of  yonr  sabecribers  would  be  so  kind  as  to  give  me 
the  benefit  of  your  or  their  advice. 

My  articles  have  recently  expired,  and  I  am  now  con- 
temidating  seeking  firesh  experience. 

X  have  a  post  offered  me  by  a  firm  of  Incorporated 
Accoontants.  What  I  desire  to  know  is:  Will  the 
&ct  of  me  being  wHh  a  firm  of  Incorporated  Accoun- 
tants be  detrimental  to  my  prospects  of  satisfying  the 
Examination  Committee  when  I  nt  for  my  Final 
Examination  of  the  Institnte?  My  student  friends 
answer  in  the  affirmative.  I  should  like  to  know  what 
is  the  (q>iDion  of  the  older  members  of  the  profession. 

Yours  truly* 
LOOK  BEFORE  YOU  LEAP. 

[We  should  say  "  NO  " ;  but  if  our  correspondent 
wishes  to  make  quite  sure,  let  him  put  his  question  to 
the  Secretary  of  the  Institnte.— Ed.  Acct^ 


Company  Law  In  Arizona. 
{To  tk*  Editor  of  The  Aeeoaataat.) 

Sir, — With  reference  to  your  correspondent's  inquiry 
in  to-day's  Accmmtant  as  to  the  above,  having  for  some 
years  been  Chief  Accountant  to  the  Arizona  Copper 
Company,  Lim.,  in  Arizona,  I  may  be  aUe  to  give  him 
the  information  he  desires. 


Arizona  is  one  of  the  territories  of  the  United  States, 
and  not  in  South  America  as  stated.  Each  State  or 
Temtory  makes  its  own  internal  laws,  subject  to  the 
general  Constitutional  laws  of  the  United  States,  and 
so  whenever  a  company  is  Incorporated  it  becomes 
necessary  to  state  the  law  under  which  it  is  incor- 
porated, as  in  this  case — "Arizona."  Each  company 
when  being  incorporated  has  to  draw  up  its  "  Articles 
of  Incorporation,"  corresponding  to  the  memorandum 
of  association  of  companies  in  this  country,  and  these 
articles  have  to  be  published  several  times  in  local 
papers.  In  addition,  the  company  is  r^ulatod  by  its 
own  bye-laws,  but  the  Articles  of  Incorporation  would 
reveal  to  your  correspondent  the  extent  of  his  liability 
in  the  event  of  a  winding-up ;  generally  speaking,  there 
is  no  liability  after  the  shares  are  paid  up. 

Yonr  correspondent  does  not  state  whether  the 
mining  company  in  which  he  is  interested  is  purely  an 
Arizona  one,  or  whether  it  Is  being  fostered  by  any 
English  company ;  when  the  latter  is  the  case  the  prin- 
ciple adopted  is  to  incorporate  a  local  company  with 
its  local  board  of  directors,  &c.,  and  then  to  mortgage 
its  interests  to  the  British  company.  An  alien  com- 
pany cannot  locate  claims,  and  so  such  locating  must 
be  done  by  representatives  of  the  local  company. 

One  of  the  points  to  which  yonr  correspondent 
should  direct  his  attention  is  whether  the  property  held 
by  the  proposed  company  consists  of  patented  claims 
or  unpatented  ones.  If  the  latter,  he  must  bear  in  mind 
that  they  only  belong  to  the  company  so  long  as  it 
expends  the  sum  of  one  hundred  dollars  per  year  on 
each  claim,  so  that  if  for  any  reason  the  company  gets 
into  difficulties  and  is  unable  to  carry  on  this  work  it 
will  lose  its  mining  claims ;  when  five  hundred  dollars 
have  been  expended  per  claim  and  certain  work  done 
patents  can  be  applied  for,  and  thereafter  the  owner- 
ship becomes  absolute. 

Arizona  is  extremely  rich  In  minerals,  and  some 
splendid  companies  are  established  tiiere,  snch  as  the 
Arizona  Copper  Company,  Lim.,  whose  ordinary  shares 
sell  on  the  market  at  the  present  time  at  fifteen  times 
their  par  value ;  there  is  also  the  United  Verde  Mine, 
an  extremely  rich  property,  owned  practically  the 
much-heard-of  Senator  Clark,  of  Montana ;  the  Copper 
Queen  Company,  of  Bisbee,  and  others,  but  there  are  a 
lot  of  wild-oat  schemes  also  floated  from  time  to  time, 
as  is  inevitable  where  there  have  been  great  genuine 
successes.  Your  correspondent  will  be  very  well 
advised  if  he  refrains  from  putting  money  ^o  a  new 
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venture  without  a  very  careful  scrutiny  of  the  pro- 
spectus* and  of  the  names  of  those  interested  in  the 
flotation. 

Promoters  of  doubtful  schemes  are  very  fond  of 
laying  stress  on  the  fact  that  the  property  held  adjoins 
that  of  some  well-known  company,  but  too  much  faith 
most  not  be  given  because  of  that ;  a  large  company 
generally  has  prospectors  out,  and  may  have  considered 
that  very  property  not  worth  locating,  and  so  passed  it 
over.  If  your  correspondent  thinks  I  can  be  of  any 
service  to  hion  and  will  write  to  me  at  Taunton  I  shall 
be  happy  to  asdst  him. 

Yours  faithfully, 
ALBERT  C.  MOLE,  F.S.A.A.,  F.C.I.S. 
TauntoHt  Octobtr  soth  1906. 


Incone  Tax  Surveyors  and  Balance  SheeU. 

{To  tMe  Editor  of  Tit  Accountant.) 

Sist, — You  informed  your  readers  last  weelc  that 
Snrv^ors  of  Taxes  asked  for  production  of  Balance 
Sheets  because  It  is  found  that  income-tax  deducted 
from  debenture  interest  is  by  no  means  always  duly 
acconnted  for. 

Another  reason,  as  given  to  me  in  a  private  trader's 
case*  was  that  it  is  now  necessary  to  verify  the  amount 
of  capital  value  upon  which  depreciation  of  machinery 
has  been  calculated. 

Yours  truly, 

SEASIDE. 


{Tff  tin  Editor  of  Tht  Aecomtant.) 

SiRi— With  reference  to  the  letter  of  your  correspon- 
dent "  Income  Tax  "  and  your  Weekly  Note  on  above 
subject,  the  practice  of  demanding  Balance  Sheets 
ai^ears  to  be  extending,  as  I  have  recently  been  asked 
by  a  Surveyor  of  Taxes  to  supply  a  copy  of  the  Balance 
Sheet  of  a  private  firm,  on  whose  behalf  I  had 
submitted  a  Trading  Account  in  support  of  an  appeal. 

On  my  objecting  that  I  was  not  authorised  to  disclose 
more  about  their  affairs  than  the  accounts  provided 
for  in  the  Income  Tax  Acts,  and  asking  him  to  quote 
the  section  on  which  he  relied  to  support  his  demand, 
he  replied  that  "  The  Commissioners  are  entitled  under 
"  Section  130  of  the  Act  of  1S42  to  require  such 
*'  particulars  as  they  shall  demand,"  and  the  same  day 
served  a  requisition  on  my  clients  in  the  terms  of 
Enclosure  "  A."  Whilst  the  particular  balances  asked  for 
are  information  which  should  be  supplied  (and  have. 


indeed,  in  this  case  already  been  furnished  last  year 
for  the  two  earlier  dates),  the  demand  for  Balance 
Sheets  showing  the  position  of  a  private  firm  is  one 
which  should,  I  think,  be  resisted  as  opening  the  door 
to  grave  abuses. 

Although  this  is  the  first  occasion.  In  the  course  of 
nearly  thirty  years'  experience,  that  I  have  heard  of 
such  a  demand,  the  Surveyor  in  question  appears  to 
be  accustomed  to  obtain  Balance  Sheets,  as  he 
writes : — "  It  is  not  at  all  unusual  to  submit  a  Balance 
"  Sheet — ^indeed,  the  majority  of  accountants  practising 
"  in  this  district  (and  elsewhere,  in  my  experience)  do 
"  not  consider  accounts  complete  unless  a  Balance 
"  Sheet  accompanies  the  Profit  and  Loss  Account." 

Yours  faithfully, 
OcttAw  23rd  1906.  O.  P. 

[Enclosure  "A."] 
No.  79.  Income  Tax. 

Precept  of  the  Commissioners  requiring  Schedule 
of  Particulars. 

To  Messrs.  A  &  B  

Of  C   Street,  D  

We,  the  undersigned,  being  two  of  the  CommissioDers  for 
the  General  Purposes  of  the  several  Acts  of  Parliament 
relating  to  the  Duties  on  Profits  arising  from  Property,  Pro- 
fessions. Trades,  and  Offices,  and  acting  within  the  Division 

of  D  in  the  County  of  E  ,  do  hereby 

require  }-ou  to  return  or  cause  to  be  returned,  at  our  OfiEoe, 

situate  at  No.  F  Street,  G  .within  the 

space  of  ten  days  after  the  date  of  this  Precept  a  Schedule 
containing  the  following  Particulars,  viz. : — 

Certified  copies  of  the  Balance  Sheets,  as  usually  prepared, 
showing  the  position  of  the  firm  at  the  3otfa  Jnne  1903, 
3Dth  June  1904,  and  30th  June  1905,  and  in  particular  the 
balances  at  those  dates  of  the  Machinery  and  Plant  Account 
and  Doubtful  Debt  Reserve  Account. 

 ■  thereof  fail  not. 

Given  under  our  hands  this        day  of  1906. 

H  J  ) 

\  Commissioners, 
K  L  J 


Company  Accounts. 

(To  the  Editor  of  The  Accountant.) 
Sir,— I  am  interested  in  a  company,  the  accounts  of 
which  bear  the  certificate  "  That  the  Balance  Sheet  is 
"  properly  drawn  up,  so  as  to  exhibit  a  true  and  correct 
'*  view  of  the  company's  affairs,  as  shown  by  the  books 
'*of  the  company,"  but  I  think  the  way  in  which  the 
figures  are  set  out  is  of  considerable  interest  to  the 
profession,  and  I  trust  you  will  be  able  to  insert  this 
letter  in  your  next  issue,  as  I  am  desirous  of  hapertain- 
tng  the  views  of  meml>«s  of  the  Institute^ 
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The  company  has  a  capital  of  ordinary  shares,  pre- 
fsrence  shares,  and  debentnres,  and  a  portion  of  the 
Utter  are  paid  off  each  year ;  the  amount  paid  off 
during  the  year  ended  sist  July  1905  was  ^^,440,  which 
has  been  debited  to  revenue  in  an  amount  of  ;^ii,578 
under  the  beading  of  "Interest,  Sinking  Fund,  and 
repayment  of  Debentures." 

Apparently  the  repayment  of  debentures  bas  been 
dealt  with  rimilarly  in  previous  years,  and  at  31st  July 
1905  the  debentures  had  been  reduced  from  ^{'130,000 
(the  original  issue)  to  ^39,560,  consequently  revenue 
has  been  debited  with  the  debentnres  paid  off  amouut- 
ing  to  £&Or^o. 

The  company  has  made  profits,  but  not  sufficient  to 
meet  the  whole  amount  of  £80,^^  and  at  the  above 
date  there  was  a  balance  to  debit  of  revenue  of  31,402, 
appearing  on  the  credit  side  of  the  Balance  Sheet, 
whilst  on  the  other  side  there  is  an  item  set  out  as 
"Debenture  Sinking  Fnnd"  ;f 80,878,  the  difference 
between  this  figure  and  the  amount  of  the  det>eotures 
actually  paid  off  representing  apparently  cash  in  hand. 

I  think  this  method  of  treating  these  transactioos  is 
open  to  critidsm,  inasmuch  as  the  accounts  show 
that:— 

(i)  Liabilities  have  been  paid  out  of  profits. 
(3)  A  liability  is  set  out  on  the  Balance  Sheet 
whicb  does  not  exist. 

(3)  There  is  no  Debenture  Sinking  Fund  in  exist- 

ence, as  the  debentures  liave  actually  been 
paid  off. 

(4)  Instead  of  there  being  a  debit  reveoue  balance 

of  £31^02,  there  should  actually  be  a 
balance  of  ;^49r476  to  the  credit  of  revenue. 
And  should  these  objections  be  admitted,  the  Balance 
Sheet  cannot  be  said  to  exhibit  a  true  and  correct  view 
of  the  company's  affairs. 

There  may  have  been  reasons  for  setting  out  the 
fignres  as  they  appear  in  the  accounts,  but  I  do  not 
think  it  can  be  ctmtended  for  one  moment  that  the 
position  is  clearly  shown  00  the  face  of  the  accounts,  a 
condensed  summary  of  which  is  annexed. 

Yours  faithfully, 
23rd  Octabtr  igo6.  INVESTOR. 
Rbvknob  Accovnt  fin-  the  Year  to  31st  July  1906. 


Balahce  Shbkt,  3iit  Jaly  1906. 


It  GcoeraJ  Chanes      . .  1,333 
,  Inimsl,  Staking  Fand, 
and    Kepayteeot  of 

DebenioRS  ..  ii>57S 
.  BihoM    carried  to 

Baluios  Sheet  40^ 


By  Revenue  for  tbe  Year  13,317 


£13,317 


£ 

Share  Capital       .,  240,000 

Purchase  Acconnt. , 

..  960,000 

Debenture  Capital— 

6%  Debentures  f  190,000 

Daluct  Bonds 

Revenue  Account- 

paid  ofl    . ,  80^0 

Balance  from  last 

  39,560 

Account  ..£ti,8o8 

Debenture  Sinking  Fiuid  80,878 

Ltu  Profit  hwtbe 

year  to  ji  July 

1906 

40S 

  31,401 

£399.903 

£3H>gos 

Aeetinos  tor  tbe  ensutnd  meek- 


MoHdajr  —  iNSTiTura  of  Chartered  Accountants.— 
Investigation  Committee,  at  3  p.m. 

IV«i(i*4ii«y— London  Chartered  Accountant  Students 
Society.  —  Joint  Debate  with  Bristol  Chartered 
Accountaots  Students'  Society — subject,  "  Income- 
tax  "—at  the  Hall  of  the  Institute,  Moorgate  Place. 
E.C. ;  6  p.m. 

Shbpfibld    Crartbsbd    Accodmtants  Stddbmts' 
Socibtv. — Prize  essay  will  be  read  by  Mr,  Stewart 

Green  on  "The  Difference  in  Constitution  apd 
Relative  Advantages  of  Private  Firms  and  Limited 
Companies,  and  the  Matters  of  Account  involved  by  a 
Conversion,"  at  the  Library,  Hoole's  Chambers, 
Bank  Street ;  6.45  p.m. 


asanltruptq?  Bet,  1883. 

Report  by  the  Board  of  Tradt  laid  before  hoth  Houus 
of  Parliamtnt  umdtr  Section  131  oj  tht  Bankrupt^  Act,  1883. 
{CoHchtiti  from  feigt  484). 


Employment  of  Solicitors  by  Of/ieieU  Receivers. 
Six  hundred  and  forty-four  applications  by  Official 
Receivers  for  authority  to  employ  solicitors  were  sanc- 
tioned by  the  Department  during  the  year,  the  total 
estimated  cost  of  the  proceedii^  for  which  they  were 
employed  being  ;f  8,066.  Compared  with  the  corresponding 
particulars  for  1904  these  figures  show  a  decrease  of  16 
applications,  and  of  £i^  io  amoaat  of  costs.  Tliese 
employments  relate  chiefly  to  litigation  or  other  proceedings 
beyond  the  scope  of  the  Official  Receiver's  personal 
functions,  and  the  costs  represent  liha  maximum  amount 
sanctioned  by  the  Department  (apart  from  any  adverse  costs 
where  proceedings  are  unsuccessful).  But  this  maximum  is 
never  actually  expended.  In  some  cases  the  mere  tfaieat  of 
proceedings  is  sufficient,  in  others  compromises  are  ejected, 
and  in  others  the  costs  are  obtained  from  the  persons  against 
wbom  proceedings  are  taken.  The  total  law  costs  chdcged 
to  estates  by  Official  Recdvertf  in  dift^^  4,^i^eak^^5^Mfed 
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daring  1905  in  respect  of  proceedings  taken  hy  them  after 
the  Receiving  Order  were  only  ^^4,776,  or  an  aver^  of 
;f  I  4s.  per  case. 

ProueuUoHS. 

to  additioD  to  the  prosecutions  under  th6  Bankruptcy  and 
Debtors  Acts,  particulars  of  which  are  given  in  Table  IX. 
and  in  the  Motes  tbereon,  10  bankrupts  were  prosecuted  by 
the  Director  of  Public  Prosecutions  for  offences  reported  by 
the  Official  Receivers  foUowinf[  on  their  investigation  of 
the  bankrupts*  cooduct  and  affairs.  Among  this  number 
vnn  two  cases  in.  which  solicitors  had  misappropriated 
large  sums  of  money  belonging  to  trust  estates  and  clients. 
In  one  case  a  conviction  was  obtained,  and  in  the  other 
the  bankrupt  pleaded  guilty,  a  sentence  of  five  years'  penal 
swritude  being  passed  upon  each  bankrupt. 

In  two  cases  the  bankrupts  were  Chartered  Accountants, 
who  had  misappropriated  moneys  received  by  them  as 
tnistaes  under  deeds  trf  arrangement  and  arrangements 
with  creditors  without  deeds.  In  each  case  the  bankrupt 
pleaded  guil^,  and  they  were  sentenced  to  nine  months' 
and  fonz  months'  imprisonment  respectively. 

Two  other  cases  were  prosecutions  of  stock  and  share 
brokers  for  misappropriation  of  clients'  moneys,  convic- 
tions being  followed  in  one  case  by  a  sentence  of  twelve 
months'  imprisonment  with  hard  labour,  and  in  the  other 
1^  six  weeks*  imprisonment. 

An  accountant  who  had  misappropriated  moneys,  of 

which  he  was  trustee  under  a  will,  pleaded  guilty,  and  was 
awarded  nine  months'  hard  labour.  A  house  and  estate 
agent  and  collector  of  accounts  who  had  misappropriated 
rents  and  debts  collected  and  moneys  received  by  him  as 
trustee  under  a  deed  of  arrangentent,  upon  conviction  was 
sentenced  to  four  months'  imprisonment  with  bard  labour. 
An  Bccouotant,  debt  collector,  and  money-lender,  convicted 
of  forgery  of  promissory  notes,  was  sentenced  to  eighteen 
months'  imprisonment  with  hard  labour. 

The  last  case  to  be  notdced  was  that  of  a  shipowner,  who 
was  charged  with  misappropriation  of  moneys  belonging 

to  steamship  companies  of  which  he  was  managing 
director.  He  was  taken,  seriously  ill  during  the  course  of 
the  trial  and  died  before  its  conqiletion. 

One  feature  in  connection  with  this  case  appears  to  call 
for  comment — viz.,  the  practice  of  obtaining  advances 
from  mariners  desirous  of  obtaining  employment  as 
masters  of  ships.  This  practice  seems  to  be  a  comnton  one. 
The  sum  advanced,  amounting  sometimes  to  ^^500  or 
;^i,ooo,  is  supposed  to  be  for  the  purchase  of  shares  in  the 
company,  and  it  is  generally  arranged  that  in  the  event  of 
the  master  leaving  the  service  M  the  compuy  he  is  to 
receive  bom  the  managing  owner  the  par  value  oi  his 


shares.  This  sum  is  usually  obtained  by  requiring  flu  out- 
going master's  successor  to  provide  such  amount  as  ii 
necessary  to  pay  for  the  shares.  The  practice  would  no 
doubt  be  defended  on  the  ground  that  it  gives  the  master 
an  interest  in  the  company  whose  ship  he  commands,  and 
is  a  security  for  his  honesty  and  good  conduct,  but  it  t^s 
the  door  to  fraud  upon  the  master,  who  may,  in  his  desire 
to  obtain  employment,  be  induced  to  place  his  savings  in 
an  unsound  investment,  in  this  bankruptcy,  for  instance, 
thirteen  persons  were  scheduled  as  creditors  for  moneys  so 
advanced,  the  aggregate  amount  of  their  claims  being 
j^'i  1,650.  Of  this  sum  the  bankrupt  appears  to  have 
received  ;£6.4So,  and  the  balance  to  have  been  paid  over 
to  one  or  other  of  the  shipping  companies  of  whicli  be 
was  director.  There  is  apparently  little  doubt  that  the 
unfortunate  master  mariners  will  lose  nearly  all  the 
money  which  they  had  to  provide  as  a  condition  of  their 
employment.  These  moneys  represent  in  some  cases  the 
whole  of  their  savings,  and  in  others  loana  which  they  have 
obtained  from  friends  for  the  purpose  of  the  so-called 
investment. 

Administration  Orders  under  Settion  laa  of  the  BdnirufUy 
Act,  1883. 

The  following  table  has  been  compiled  from  the  Retains 
from  County  Courts  in  England  and  Wales  : — 

Particdlars  OF  Applications  for  Administration  Orders 
for  the  20  years  1884-1903  and  for  the  year  1904. 


Number  of 
ApplicatioDS 

Number  of  1 
Requests  1 
dismissed  1 

Approsiniale  ' 
Number  of 
Orders  made 

1884  to  1903 
Year  1904 

Total  foe 31  years.. 

Average  per  year  for 
ai  years 

6,933 

ii,68g  67,140 
748  6,099 

c 

834,333  3,i5i<6o7 
69,869  ifio,6$t 

86,  m 

",437  73,339 

S94.131  3.313.13''* 

4,to3 

592  3493 

43,577  110,133 

It  appears  from  the  above  figures  that  nearly  11  per  cent, 
of  the  applications  for  administration  orders  in  1904  were 
dismissed.  In  3,125  cases,  or  51  per  cent,  of  the  cases  in 
which  orders  were  made^  the  debts  were  ordered  to  be  paid 
in  full,  Mttiile  in  the  remaining  cases  compositirais, 
ranging  from  3d.  in  the  pound  upwards,  were  ordered  to 
be  paid.  The  lowest  monthly  instalment  ordered  to  be 
paid  was  is. 

The  total  amount  paid  into  Cour^^nL.1884  to  1904  (both 
inclusive)  was  j£637,873l^M^'^uBi^AiiVji^to  creditors 
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daring  the  same  period  may  be  estimated  at  about 
;f 382,000. 

To  enforce  unsatisfied  orders  226,382  judgment  sum- 
monses have  been  issued  since  1883,  and  102,591  orders  of 
commitment  have  been  made,  but  only  249  executions- and 
3,981  committals  to  prison  resulted  from  these  proceedings. 

Dtpartwuntal  Committee. 

Most  of  the  subjects  of  reference  to  the  Committee 
appointed  by  the  President  of  the  Board  of  Trade  have 
been  discussed  in  previous  Reports,  and  it  would  be  out 
of  place  to  deal  with  any  of  them  in  the  present  Report 
while  the  Committee  is  skting. 

Notes  on  Tables  ok  Statistics. 
In  accordance  with  the  practice  hitherto  followed,  I  beg 
to  submit  the  following  explanatory  notes  upon  the  vanoua 
tables  relating  to  bankruptcy  and  deeds  of  arrangement 
attached  to  this  Report: — 

Bankruftey  Stalislics.    {Annex  No.  II.) 

Table  I. — ^Tbe  number  of  bankruptcy  notices  issued  was 
165  less  than  the  number  issued  in  1904,  and  15  per  cent, 
of  these  notices  formed  the  act  of  bankruptcy  on  which 
petitions  resulting  in  receiving  orders  were  founded,  as 
compand  with  13.4  per  cent,  in  1904.  Of  the  creditors' 
petitions  filed,  47  per  cent,  were  dismissed  or  withdrawn, 
as  compared  with  45  per  cent,  in  the  preceding  year. 

TaUe  II. — ^The  number  of  receiving  orders  in  1905 
exceeded  the  number  in  1904  by  224,  the  increase  in  the 
High  Court  being  85  and  in  the  County  Courts  139.  The 
increase  in  the  number  of  orders  made  respectively  on 
debtors'  and  creditors'  petitions  was  5  per  cent,  in  each 
case.  Twenty-six  orders  for  administration  of  deceased 
debtors'  estates  were  made  during  the  yearj  a  decrease  of 
six  OD  the  number  made  in  1904. 

TaMe  m.—lho  principal  acts  of  bankroptcy— viz., 
bankruptcy  notice,  assignment  for  benefit  of  creditors, 
notice  of  suspension,  and  absconding — form  respectively 
58.S,  15.8,  12.1,  and  8.8  per  cent,  of  the  total  number  of 
acts  of  bankmptoy,  as  compared  with  57.1,  16.3,  12.3,  and 
8.5  per  cent,  for  1904. 

Table  IV. — The  total  liabilities  under  receiving  orders 
and  administration  orders  (Section  125)  were  estimated  at 
jC5.9>5>867)  or  £1,0^$,^  less  than  in  1904.  The  average 
per  case  was  £i,^:i,  as  compared  with  £t,Sii  in  the 
previous  year.  The  estimated  assets  also  show  a  decrease 
[Viz.,  j^459>9^)i  wkh  an  average  of  £^,  as  compared 
with  jf6i7  in  1904. 

Th«  percentage  of  estimated  assets  to  estimated 
liabiliti—  «m  39.6  per  cent,  as  compared  with  40.3  per 
cent,  in  1904- 


Table  V. — Of  the  38  compositions  included  in  the  table, 
14  with  liabilities  estimated  at  ^^20,631  and  assets  ^^3,012, 
were  approved  under  Section  23  of  the  Act  of  1S83 — that  is, 
after  adjudication  bad  been  made.  The  rates  of  these 
compositions  were  as  follows — viz.,  nine  at  7a.  6d.,  four 
at  los.f  and  one  at  12s. 

In  addition  to  the  compositions  included  in  the  table, 
12  compositions  were  approved  daring  the  year  under 
Section  23  in  cases  in  which  receiving  orders  were  made 
prior  to  190S-  The  rates  of  these  compositions  were  as 
follows — viz.,  five  at  73.  6d.  and  under  los.,  five  at  los. 
and  under  r5a.,  one  at  155.  and  under  aos.,  and  one  at  aos. 

No  composition  of  less  than  7s.  6d.  in  the  £  was 
approved. 

Table  VI. — The  number  of  creditors  who  proved  before 
the  first  meeting  and  the  number  of  creditors  for  amounts 
under  j^io  were  respectively  27  per  cent,  and  59  per  cent, 
of  the  total  number  of  creditors,  as  compared  with  26  per 
cent,  and  56  per  cent,  in  the  preceding  year.  .  The  amount 
of  proofs  admitted  for  voting  purposes  and  the  amount 
represented  at  first  meetings  formed  41  per  cent,  and  32  per 
cent.,  respectively,  of  the  total  estimated  liabilities,  as 
compared  with  45  per  cent,  and  35  per  cent,  in  1904. 

Table  VII. — As  in  1904,  adjudications  and  administration 
orders  (Section  125)  form  over  99  per  cent.,  and  composi- 
tions and  schemes  less  than  i  per  cent.,  of  the  total  number 
of  cases.  The  proportion  of  cases  in  which  orders  for 
summary  administration  were  made  was  85.01  per  cent., 
as  compared  with  83.02  per  cent,  in  1904,  and  was  higher 
than  in  any  previous  year.  In  148  summary  cases  non- 
offidal  trustees  were  appointed ;  while,  on  die  other  hand 
the  Official  Receiver  remained  trustee  in  104  non-summary 
cases. 

Table  Vlll. — The  number  of  applications  for  discharge 
deitlt  with  during  the  year  was  800,  being  an  increase  of  75 
compared  with  the  number  in  1904. 

The  number  of  cases  in  which  discharge  was  suspended 
for  two  years  or  more  forms  97  per  cent,  of  the  total 
number  of  suspensions,  as  compared  with  95.3  per  cent,  in 

1904. 

The  following  table  furnishes  some  information  In 
regard  to  the  conduct  and  affairs  of  bankrupts  as  reported 
by  Official  Receivers  on  applications  for  discharge. 
Thirteen  cases  dealt  with  under  the  Bankruptcy  Act,  1883, 
and  included  in  Table  VIII.,  Annex  No.  II.,  are  not 
embodied  in  the  results  given  below,  as  such  applications 
are  treated  on  a  different  basis  to  iq>[^ication8  under  the 
Bankruptcy  Act,  1890,  and  the  facts  relating  to  condoct 
differ  in  the  two  Acts.  Nineteen  cases  under  the  Act  of 
1890,  in  which  the  appHcagow  w^^^y^«J^ny. 


are  also  omitted. 
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Facts  reported  af^nst  Bankhupts     Opficial  Rbcbivbrs  under  Section  8  (3)  of  the  Bankruptcy  Act,  1890, 
in  768  cases  in,  which  applications  for  discharge  were  dealt  with  in  1903. 


Section  6, 
snbscctiou 
3 


Facts  reportsd 


W 
Ih) 

(0 
(ft) 

(<) 

I/) 

(C) 

(A) 

(i) 

01 

(*) 

(0 


That  tlic  bankrupt's  asseti  are  not  of  a  valoo  aqua!  to  los.  in  the  pound  on  the  amount  ofthe  ansecurod  liabilities 
(excluding  casos  in  which  the  deiicieac)'  was  not  due  to  circumslanoes  for  which  the  bankiupl  ocnild  be  held  justly 
responsible)   

That  the  bankrupt  has  omitted  to  keep  such  books  of  account  as  are  usual  and  proper  in  the  business  earned  on  br  him 
and  as  sufficiently  disclose  his  business  transactions  and  finandal  position  within  the  three  years  immedlaidr 
preceding  his  bankruiifcy   

That  the  bankrupt  has.conilnued  to  trade  afier  knowing  himself  to  be  insolvent  

That  the  bankrupt  has  contracted  any  debt  provable  in  the  bankruptc]'  without  having  at  the  time  of  contracting  it  any 
reasonable  or  probable  nound  of  expectation  of  beinA  able  to  pay  it  

That  the  bankrupt  has  &iled  to  account  satiBfaetccily  for  any  loss  of  assets  or  for  any  defidency  of  assets  to  meet  his 

liabilities  ..   '  .,   ..  ..   

That  the  bankrupt  has  brousbt  on  or  contributed  to  his  bankruptcy  1^  wh  and  hazardous  speculations,  or  by 

unjustifiable  extravagance  in  livina,  or  by  gambling,  or  by  culpaUe  n^lect  of  his  business  affairs   

That  the  bankrupt  has  put  any  of  his  creditora  to  unnecessary  expense  by  a  frivolous  or  veicalioos  defence  to  any 

action  properly  brought  against  him   

That  the  Daiikmpt  has  within  three  months  preceding  the  dale  of  the  receiving  order  incurred  unjustifiable  expense  by 

brinicing  a  frivolous  or  vetatious  action  

That  the  bankrupt  has  within  three  months  preceding  the  date  of  the  receiving  order,  when  unable  to  pay  his  deUs  as 

ifaey  became  due,  given  an  undue  preference  to  any  of  his  creditors   

That  the  bankrupt  has  within  three  months  preceding  the  dale  of  tiie  receiving  order  incurred  liabilities  wid)  a  view  of 

making  his  assets  equal  to  loa.  in  the  pound  on  the  amount  of  his  unsecured  liabilities   

That  the  bankrupt  has  on  any  previous  occasion  been  adjudged  bankrupt,  or  made  a  composition  or  arrangement  with 

his  creditors   

That  the  buikrnpt  has  been  guilty  of  any  fraud  or  fraodulenl  breach  <^  trust   


Number  of 
Cases  in 

which  the 
foregaiPE 

facts  wen 
reported  and 
wen  not 

dispiuved 


696 

479 
364 

901 

7» 

155 
9 
I 

S6 


93 
S 


TadU  IX. — Sixty-three  prosecutions  under  Section  166 
of  the  Bankruptcy  Act,  1S83,  were  ordered  during  the  year, 
being  an  increase  of  five  on  the  number  ordered  in  the 
preceding  year.  Of  41  cases  finally  dealt  with,  one 
resulted  in  discharge  by  the  magistrates,  33  in  convictions, 


and  eight  in  acquittals.  The  offences  charged  against 
bankrupts  whose  conviction  was  obtained  are  indicated  in 
the  following  table,  several  offences  being,  as  a  rule, 
charged  in  each  case : — 


Nature  of  Offbnces  charged  against  Bankrupts  who  were  cravicted  on  Trial  in  1905. 


Section  of  Act 


Bankruptcy  Act,  1883,  sec.  31 
UelKors  Act,  1869,  sec.  ii,bub.-sec. 


13,  sub. -sec.  I 


Nature  of  Offence 


Undischarged  bankrupt  obtaining  credit  to  extent  of  £30 

Not  making  full  discovery  ot  properly  

Not  delivering  up  all  propertv   

.  Not  drlivering  up  all  books,  documents,  &c  

I  Concealing  property  to  value  of  £10  or  any  debt 

i  Fraudulent  removal  of  property  to  value  of  £10 

I  Omission  in  statement  of  anairs  

.  Mmilatioa  or  ^sification  of  accounts  

I  Falst!  entry  In  books  or  accounts  

I  Putting  forward  fictitious  losses  or  expenses 
Obtaining  property  on  credit  by  false  representations 

Pledging  property  not  paid  for   

Absconding  with  property  to  the  amount  of  £to        .  • 

Obtaining  credit  under  folsa  pretences  

Fraudulent  transfer  of  or  charge  on  property  . . 
Fraudoleni  concealment  or  removal  of  property 


Number  of  Cases 

In  which 
Offence  charged 


13 


Table  X. — The  proportions  of  the  amount  of  solicitors' 
bills,  and  of  the  total  amount  of  all  the  other  bills,  strock  . 
off  on  taxation,  in  cases  under  the  Bankruptcy  Acts  of 
18S3  and  1890,  were  13  per  cent,  and  5  per  cent,  respec- 
tively as  compared  with  13  per  cent,  and  4  per  cent,  in 
1904. 

Table  XI. — The  number  of  appeals  presented  during  the 
year  to  the  Court  of  Appeal  was  27,  as  compared  with  32 


in  1904 ;  while  the  number  presented  to  the  Divi^onal 
Court  was  37,  as  against  33  in  1904.  In  33  per  cent,  of  the 
appeals  disposed  of  or  settled  in  the  Court  of  Appeal  and 
in  28  per  ceat.  in  the  Divisional  Court,  the  judgments  of 
the  Court  below  were  reversed,  as  compared  with  24  per 
cent,  and  35  per  cent,  respectively  in  1904. 

Table  XII. — The  total  number  of  estates  finally  wound 
up  by  the  Official  Receivers  during  the  year  was-.4,oii, 
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being  an  increase  of  489,  as  compared  with  the  number 
wound  up  in  1904.  In  448  cases,  or  11. 2  per  cent,  of  the 
total  number  wound  up,  no  assets  were  realised,  35.5  per 
cent,  realised  under  £2$,  and  i6.g  per  cent,  between  ^25 
and  £$0. 

The  assets  realised  ovu-  £yxi  in  149  cases,  or  3.7  per 
cent,  of  the  total  number  wound  up,  a  decrease  of  .1  per 
cent.,  as  compared  with  the  same  class  for  1904. 

The  average  realisation  was  the  same  as  in  1904 — viz., 
£77  per  case — end  the  total  amount  realised  was  29  per 
cent,  of  the  gross  assets  as  estimated  by  the  debtors  In 
their  statement  of  affairs,  as  compared  with  33  per  cent,  in 
the  precedong  year. 

The  percentage  of  total  costs  to  gross  assets  realised  was 
35.47,  or  .16  per  cent,  more  than  in  1904. 

Table  XJll. — ^The  number  of  estates  finally  wound  up 
by  nonK^cial  trustees  during  the  year  was  799,  showing  a 
decrease  of  326  as  compared  with  the  number  wound  up  in 
1904.  The  number  of  estates  shown  as  wound  up  during 
1904  was,  however,  exceptionally  large,  owing  to  the  new 
method  of  compiling  the  table  referred  to  in  last  year's 
report.  In  37  cases,  or  4.6  per  cent,  of  the  total  number 
wound  up,  no  assets  were  realised,  while  lo^.  per  cent, 
realised  under  £ya. 

The  average  amount  realised  per  case  was  /813,  as  com< 
pared  with  j^i,io3  in  1904,  and  the  total  amount  realised 
was  4a  per  cent,  of  the  gross  assets,  as  estimated  by 
the  debtors  in  their  statements  of  affairs,  as  compared  with 
39  per  cent,  in  the  preceding  year. 

The  percental  of  total  costs  to  gross  assets  realised  was 
29.13,  or  3.85  per  cent,  more  than  in  1904. 

The  following  table  shows  at  a  glance  the  comparative 
cost  of  winding-up  estates  in  different  classes  by  Official 
Receivers  and  non-oflicial  trustees  under  the  Bankruptcy 
Acts  and  by  trustees  under  deeds  of  arrangement :  — 

Comparative  Statimbht  of  percentages  of  coats  in  estates 
(clasdfied  according  to  value)  wound  up  during  the 
year  1905  by  OfficiaJ  Receivers  and  Non-oGGcial  Trustees 
under  the  Bankruptcy  Act  and  by  Trustees  under  Deeds 
of  ArranRement. 


WbcTP  A&spis  realised 


Under 
rjo  and  under  f  100 


Percentage  of  Cosls  to  Gross  Assets 


Bankruptcy  Act,  1683 


omdal 
Receivers 


W44 

41-73 
3J-0I 
28'8a 

13-  48 
i^■v^ 
23-36 
at -4 1 

ao-Ssi 

30-34 
aroo 
17-56 

»S-54 

14-  70 
13-62 
17-01 


Non-oflicial 
TmsteM 


Rf>Kistered 
Deeds  of 
Arrangement 


137-97 
86.  S3 
64-66 
S7-80 
4763 
48-14 
46-04 
4136 
3968 
37-«7 
34'5Q 

34-3a 

30-  76 
a7'64 

31-  06 
33-6S 
tn'19 


63-83 
43-56 
3550 
3113 
ag-go 
28-14 
27-65 
24-40 

33-83 
22-71 

21-  56 
24-81 

22-  73 

i8'6i 
18-70 
16-31 


Tablt  XIV. — Cases  wound  up  by  Official  Receivers 
without  dividend  show  a  slight  increase,  i.e.,  .66  per  cent, 
compared  with  ^e  figures  for  1904,  there  being  an  increase 
in  this  class  of  .20  per  cent,  in  the  County  Courts  and  a 
decrease  of  .66  per  cent,  in  the  High  Court,  while  there  is 
an  increase  of  i .  1 7  per  cent,  in  cases  wound  up  with  similar 
results  by  non-official  trustees. 

Table  XV. — The  complete  administration  of  83.94  per 
cent,  of  the  estates  wound  up  by  Official  Receivers  in  1905 
occupied  one  year  or  less,  while  the  administration  of  13.69 
per  cent,  occupied  between  one  and  two  years,  only  3.37 
per  cent,  taking  more  Ihan  two  years  to  wind  up.  The 
similar  figures  in  cases  administered  by  non-official 
trustees  were  40.68  per  cent,  one  year  and  under,  34.79  per 
cent,  between  one  and  two  years,  and  24-53  P^'  cent,  over 
two  years. 

Deeds  of  Arrangement  Statistics,    [Annex  No.  IV.) 

Table  I. — ^The  number  of  deeds  of  arrangement  regis- 
tered in  1905,  after  deducting  243  or  5.9  per  cent,  rendered 
void  by  subsetjuent  bankruptcy  proceedings,  was  3,839,  a 
decrease  of  246  or  6  per  cent,  as  compared  with  the  pre* 
ceding  year,  but  considerably  above  the  average  number  of 
deeds  of  arrangement  registered  annually  during  the  past 
ten  years,  viz.,  3,427. 

The  proportion  of  deeds  of  assignment  to  the  total 
number  of  deeds  registered  was  87.16  per  cent,  in  1905, 
which  is  a  larger  proportion  than  that  shown  in  may 
previous  year,  whilst  composition  deeds  have  decreased 
considerably,  the  proportion  beinf;  11.75  P*''  cent,  in  1905, 
as  compared  with  22.44  P^^  cent,  in  1891,  since  which  year 
there  has  been  a  gradual  diminution  in  the  proportion  of 
composition  deeds  to  the  total  number  of  deeds  roistered. 
Absolute  assignments  and  inspectorship  deeds  fell  from  .46 
per  cent,  and  1.30  per  cent,  respectively  in  1904  to  .15  per 
cent,  and  .94  per  cent,  respectively  in  1905. 

Table  II. — ^The  estimated  liabilities  under  deeds  were 
much  less  in  the  year  1905  than  in  the  preceding  year,  the 
amounts  being  ;£3i7S8,6o3  in  1905  and  ^^5,124,521  in  1904, 
and  there  was  a  corresponding  decrease  in  the  estimated 
assets,  the  amounts  being  jf2.o46,955  in  1905  and 
;f2,966,74j  in  1904.  The  magnitude  of  the  cases  has  also 
greatly  diminished  as  compared  with  the  year  1904,  the 
average  estimated  liabilities  and  assets  being  ^^979  and 
£S3^  respectively  in  1905,  and  £^,3^^  and  £706  respec- 
tively in  1904.  The  proportion  of  the  estimated  assets  to 
the  estimated  liabilities  was  54  per  cent,  in  1905,  as  com- 
pared with  57  per  cent,  in  each  of  the  two  preceding  years. 

Table  III. — Of  the  451  composition  deeds  registered^  138, 
or  30.5  per  cent,  provided  for  less  than  78.  6d.  in  the  £, 
about  the  same  proportion  as  in  1904.  Twenty  shillings  in 
the  £  was  proposed  to  be  paid  in  jSi  Gases,^^«Bapared 
with  86  in  1904. 
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Table  IV, — ^The  number  of  deeds  of  assignment  in  which 
the  final  accounts  were  transmitted  to  the  department 
during  the  year  1905  was  3,068,  as  compared  with  2,710 
during  the  preceding  year.  The  gross  amount  realised 
(after  deducting  trading  payments  and  payments  to 
secured  creditors)  as  shown  by  this  table  was  j^i  ,253,943, 
representing  an  average  of  ;^4o8  per  case,  whilst  in  1904 
the  gross  amount  realised  was  1,197,624,  representing  an 
average  of  /441  per  case.  The  assets  realised  68.1  per 
cent,  of  their  value  as  estimated  by  the  debtors,  as  com- 
pared with  69.7  per  cent,  in  1904.  The  costs  of  adminis- 
tration, viz.,  20.71  per  cent,  of  the  gross  assets  realised, 
were  lightly  higher  than  in  1904,  when  the  percentage 
was  20.45. 

Tahle  V. — Of  the  3,068  deeds  of  assignment  in  which 
final  accounts  were  rendered  during  1905,  2,016,  or  65.71 
per  cent.,  were  wound  up  witihia  a  year  of  the  execution  of 
the  deed,  which  represents  a  considerable  improvement  as 
conq>ared  with  the  year  1904,  when  the  proportion  was  57.2 
per  cent.  only.  The  proportion  of  cases  which  occupied 
between  one  and  two  years  shows  a  decrease,  viz.,  23.0S 
percent,  in  1905,  as  compared  with  28.97  P^^  cent,  in  1904. 
The  number  of  cases  that  took  over  five  years  to  wind  up 
was  90,  as  compared  with  83  in  1904,  bat  the  proportion  of 
these  cases  to  the  total  number  wound  up  was  about  the 
same  in  both  years,  viz.,  approximately  3  per  cent. 

Death  of  Mr.  Edwin  Hough. 

I  cannot  conclude  this  report  without  referring  with 
deep  regret  to  the  death  last  April  of  Mi.  Edwin  Hough, 
my  predecessor  in  the  office  of  Inspector-General. 

His  great  experience  in  the  general  administration  of  the 
Bankruptcy  Acts  since  1884,  and  the  unstinted  application 
of  great  abilities  to  the  service  of  tiiis  Department,  had 
won  for  him  the  utmost  respect. 

X  have  the  honour  to  be. 
Sir, 

Your  obedient  Servant, 

William  Evans, 
Inspector^General  in  BanJmiptcy. 

Board  of  Trade, 

Bankruptcy  Department, 
29th  September  1906. 


Ube  XTaFiina  of  ®atb0. 

The  question  of  taking  the  oath  in  our  Courts,  whether 
civil  or  criminal,  in  a  cleanlier  and  better  manner,  from 
the  sanitary  point  ot  view,  than  by  kissing  the  book  has 
recently  been  brought  prominently  forward,  and  it  may  be 
of  public  advantage  to  consider  the  matter  in  its  practical 
as  well  as  its  legal  aspect. 

The  Oaths  Act,  1888,  "An  Act  to  amend  tiie  law  as  to 
Oathfl/'  enacts,  in  the  first  part,  that 'any  paaon  objecting 


to  be  sworn  on  ibe  ground  that  he  has  no  religions  belief) 

or  that  the  taking  of  an  oath  is  contrary  to  his  religious 
belief,  shall  be  permitted  to  take  a  solemn  affirmation  in 
lieu  of  an  oath,  and  provides  a  form  of  affirmation  for  use 
verbally  or  in  writing. 

In  the  next  place,  by  Section  5,  it  enacts  that,  *If  any 
"  person  to  whom  an  oath  is  administered  desires  to  swear 
with  uplifted  hand,  in  the  form  and  manner  in  i^ch  an 
"oath  is  usually  administered  in  Scotland,  he  shall  be 
"permitted  to  do  so,  and  the  oath  shall  be  administered 
"to  him  in  such  form  and  manner  without  further 
-"question." 

The  marginal  note  to  this  section  is  "Swearing  with 
uplifted  hand,"  and  it  may  be  taken  that  the  particnlar 
Scotch  form  and  manner  which  it  was  intended  to  adapt 
to  the  English  Courts  is  the  uplifted  hand. 

The  framers  of  the  Act,  in  the  exercise  of  a  very  wise 
diacretioiib  do  not  set  out  any  special  form  of  oath,  as  is 
done  in  the  case  of  an  affirmation  in  (lie  first  part  of  the 
Act,  nor  does  the  Act  limit  the  oath  to  any  partictdar  form 
of  words  used  in  Scotland. 

The  validity  of  an  oath  depends  upon  the  form  used,  in 
any  particular  instance,  being  binding  on  the  conscience  of 
the  person  taking  the  oath.  By  the  Oaths  Act,  1838  (i  ft  2 
Vict.  c.  105)  every  person  is  bound  by  the  adminis- 
tered to  him  in  such  form  and  with  such  ceremonies  as  he 
shaU  declare  to  be  bmding ;  and  it  has  been  held  that  the 
fact  that  a  person  takes  an  oath  in  any  particular  foim  is 
an  admission  by  him  that  he  assents  to  the  form  used,  and 
regards  it  as  binding  on  his  conscience :  (Sells  v,  Hoare, 
7  Moore,  36 ;  3  B.  &  B.  232}. 

The  gist  of  all  oaths  is  the  assent  of  the  person  swoni  to 
the  form  and  manner  of  oath  administered  to  him,  whether 
such  assent  is  signified  by  kissing  the  book,  or  by  uplifted 
hand,  or  breaking  a  saucer  in  Chinese  fa^ion,  or  by  any 
other  means.  So,  in  the  case  quoted,  where  a  man,  after- 
wards found,  to  be  a  Jew,  had  been  sworn  on  the  New 
Testament,  it  was  held  that  he  had  assented  to  the  form 
of  oath  administered,  that  tiie  oath  was  binding  on  him, 
and  tihat  he  was  subject  to  the  penalties  of  perjury  if  he 
swore  falsely. 

There  has  been  an  impression  that  the  words  *in  the 
foirm  and  manner  '*  usual  in  Scotland  mean  the  exact  form 
and  manner  there  used,  and  that  it  is  essential  that  the 
oath  should  be  administered  in  that  form ;  that  is  to  say, 
by  file  Judge  or  presiding  officer  himself,  standing,  astng 
the  precise  words  usual  in  Scotland,  to  be  repeated  word 
for  word  by  the  witness  himself. 

The  ultimate  test  of  the  validity  of  any  particular  form 
of  oath  is,  of  course,  the  view  which  the  learned  Judges 
would  take  on  a  "case  reserved  *'  for  their  opinion  on  a 

conviction  for  perjury.   D^^et51^  (S^SWDPgjfe'*' 
possible  that  the  Judges  would  quadi  a  eonnctioD  for 
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perjury  oa  the  ground  that  any  particalar  set  of  words  had 
beea  varied,  or  that  the  presiding  officer*  whether  Judge 
or  recorder,  magistrate  or  coroner,  was  sitting  and  not 
standing  at  the  time  the  oath  was  administered,  or  that 
the  oath  was  administered  by  the  associate  or  clerk,  or 
usher  (if  done  in  the  presence  and  under  the  authority  .of 
the  presiding  officer),  or  that  the  words  of  the  oaXh  were 
not  repeated  by  the  witness,  so  long  as  it  could  be  shown 
that  the  ¥ritness  had  clearly  indicated  his  assent  to  the 
form  and  manner  in  which  the  oath  was  administered  to 
him. 

In  the  Metropolitan  Courts,  where  forty  or  fifty  witnesses 
may  be  sworn  in  a  single  day  on  the  same  Testament 
(which  may  have  been  in  use  for  months),  it  Is  not  prac- 
ticable for  the  magistrate  to  administer  the  oath  in  each 
case  personalty;  but,  during  the  eighteen  years  the  Act 
has  been  in  force,  the  ri^t  of  witnesses  to  be  sworn  with 
uplifted  hand  has  been  exercised  in  many  cases,  both  in 
those  Courts  and  at  the  quarter  sessions,  and  before  the 
Judges  at  the  Central  Criminal  Court,  tiie  oath  being 
administered  the  usual  officer  of  the  Court,  in  a  form 
varying  only  slightly  from  that  generally  in  use,  and  it 
has  been  found  that,  with  due  care,  the  utmost  solemnity 
of  the  oath  may  be  as  fully  maintained  in  one  manner  as 
the  other. 

It  should  be  noted  that,  where  a  witness  shows  a  desire 
to  be  sworn  with  uplifted  hand,  it  is  compulsory  upon  the 
Court  to  administer  the  oath  in  that  form  without  ques- 
tion, and  the  right  of  witnesses  to  be  sworn  in  this  manner 
cannot  be  too  widely  made  known. 

{Tke  Law  Times.) 


failures  ant)  XtlU  ot  Sale  in  £nalan& 
an^  Wales. 


According  to  Kemp's  Mireantite  GtuuUi,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  endii^  Friday,  Oct.  19th,  was  145,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  Lmdm  GautU, 
81 :  Deeds  of  Arrangement  registered,  64.  The  respective 
nambers  in  the  corresponding  week  of  last  year  were : 
Bankruptcies,  98  ;  Deeds  of  Arrangement,  95— total,  193  : 
bang  a  decrease  ol  48.  The  total  number  of  commercial 
^Inres  reoorded  doting  the  42  weeks  of  the  present  year  is 
6,719;  tbe  total  number  recorded  in  the  corresponding  42 
weeks  of  last  year  was  7,202,  showing  a  decrease  of  483. 

The  number  of  Bills  of  Sale,  including  Re-r^^tzationa, 
filed  in  England  and  Wales  Cor  the  week  ending  Friday, 
Oct.  19th,  was  168.  Tbe  number  In  the  corresponding  week 
of  last  year  was  169,  showing  a  decrease  of  i.  The  total 
number  filed  during  the  42  weeks  of  the  present  year  is 


6,152 ;  the  total  number  filed  in  the  comspondii^  42  weeks 
of  last  year  was  6,748,  showing  a  decrease  of  396. 


Debentures. 

The  Mortgages  and  Charges  roistered  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
Friday,  Oct.  19th,  amounted  to  ;f  1,696,482,  by  way  of 
addition  to  ^^1,475,359,  previously  issued  by  the  same 
companies.  The  amount  roistered  in  tbe  corresponding 
week  of  last  year  was  ;f6o9,94i,  showing  an  increase  of 
/i,o86,54i.  The  total  amount  roistered  during  the  42 
weeks  of  the  present  year  was  /66,5o8,i56  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  £6iz,2q'j,g'j^  for  tbe  corresponding  42  weeks 
in  1905,  showing  an  increase  of  /4,2io,i82. 


The  Profession  In  Scotland. 


Ube  Olasaow  CbattereD  accountants 
Stubents'  Societ)?. 


How  to  read  a  Balance  Sheet  of  a  Commercial  Concern : 

(a)  from  the  point  of  view  of  a  Financial  Expert,  dealing 
in  this  connection  with  "  Working  Capital,"  Fixed 
Capital,"  and  the  Gai^ng  of  the  Position  of  a  Com* 
pany  from  its  certified  Balance  Sheet ; 

(b)  from  an  Auditor's  point  of  view,  in  respect  of  clear 
statii^. 

By  FSANCis  W.  PiXLEV,  F.C.A. 
(Baziister-at-I.aw. ) 

Although  by  a  professional  accountant  a  Balance  Sheet 
of  any  concern,  whether  financial,  commercial,  or  of  a 
private  nature — such  as  the  Balance  Sheet  of  a  deceased 
person's  estate  or  of  an  individual's  landed  estate — 
can  practically  be  read  at  a  glance,  and  any  ordinary 
explanation  that  may  be  required  of  him  be  imme- 
diately afforded,  yet  even  by  him  a  complete  and 
lucid  exposition  of  the  true  financial  position  of  the 
concern,  as  disclosed  by  its  Balance  Sheet,  can  only  be 
given  after  a  special  grouping  of  the  items  on  the  two  sides 
of  this  account  and  a  subsequent  careful  consideration 
of  such  groups.  Even  then,  information  outside  the 
Balance  Sheet  would  in  nearly  every  instance  have  to  be 
supplied  to  enable  him  to  feel  certain  that  his  explanation 
had  been  a  satisfactory  one. 

I  understand  t^at  although  I  am  addressing  a  meeting  of 
those  aspiring  to  join  the  professit^P*^  a~.Chirtered 
Accountant,  and  thus  becoill^fig'^^^l^s&n  tne  pi^aration 
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and  criticism  of  the  contents  of  Balance  Sheets,  it  is 
desired  I  shall  in.  the  first  part  of  my  paper  discuss  the 
subject  from  the  point  of  view  of  those  whom  I  may 
describe  as  "partial  experts." 

It  is  always  difficult  when  preparing  a  paper  such  as  this 
on  a  subject  not  chosen  by  oneself,  but  suggested'  by  those 
representing  one's  future  audience,  to  know  what  was  pass- 
ing through  their  minds  when  they  selected  the  subject, 
and  I  can  only  hope  that  in  the  preparation  of  this  paper 
I  have  rightly  inlerpreted  their  wishes  as  conveyed  to  me. 

I  will  therefore  commence  by  assuming  that  the  financial 
expert  referred  to  in  tiie  title  of  my  paper  is  not  a  Chartered 
Accountant,  but,  at  the  same  time,  is  well  versed  in 
ordinary  business  matters,  fully  understands  what  a 
Balance  Sheet  professes  to  represent,  and  now  wishes  to 
study  one  for  the  purpose  of  ascertaining  from  the  material 
at  his  disposal  what  is  the  exact  financial  position  of  the 
commercial  concern  represented  by  that  Balance  Sheet. 

The  object  the  financial  expert  may  have  in  view  may 
be  financial  criticism  for  newspaper  purposes,  or  it  may 
be  the  satisfying  himself  Chat  any  money  he  may  have 
invested  in  the  concnn  is  safe,  and  that  it  is  advisable  to 
retain  his  investment;  or  it  may  be  the  ascertaining 
whether  the  commercial  concern  is  one  in  which  he  may 
safely  recommend  friends  or  clients,  or  the  public  at  large, 
to  invest  capital. 

Whatever  may  be  the  object  of  his  investigation  makes 
very  little  difference  as  to  the  method  of  procedure  the 
financial  expert  should  adopt.  We  are  not  concerned 
with  what  use  he  intends  to  make  of  his  knowledge  when 
obtained,  bat  only  with  the  principle  which  riionld  guide 
him  in  his  endeavours  to  obtain  the  information  he 
requires. 

Now,  at  the  outset  it  may  probably  occur  to  many  that 
as  the  Balance  Sheet  in  front  of  the  financial  expert  is 
accompanied  by  an  auditor's  certificate,  Ais  special 
criticism  is  unnecessary,  as  be  can  snr^y  rely  upon  the 
facts  as  disclosed  by  the  Balance  Sheet,  seeing  it  is 
certified  hy  someone  whose  professional  standing  should 
be  a  sufiicient  guarantee  for  him  of  the  correcbiess  of  the 
details  set  out  theredn.  It  would  be  well  indeed  for  the 
commercial  and  investing  public  were  this  to  be  the  case, 
but,  unfortunately,  one  has  to  admit  that  this  state  of  per- 
fwtion  is  not  yet  arrived  at,  tbat  it  will  take  a  very  long 
time,  and  much  progress  will  have  to  be  made  both  in 
educating  the  public  mind  and  legislators  when  dealing 
with  company  reform  before  such  can  be  arrived  at,  and 
I  am  bound  to  say  I  cannot  myself  see  bow,  with  the  best 
will  in  the  world,  such  a  much  desired  state  of  affairs  can 
ever  be  reached. 

Balance  Sheets  of  commercial  concerns  are,  with  a  few 
special  exceptions — such  as  those  of  Banks,  Insurance 
Companies,  Discount   Houses,   and   a  certain  numbeo' 


of  Financial  Institutions  and  Trading  Concerns — not 
statements  which  show  in  simple  form  the  actual  liabilities 
and  actual  assets  of  the  conctnn.  The  expression 
"Balance  Sheet  "  has  a  technical  meaoing  quite  a^art  from 
the  popular  notion  that  it  is  simply  a  statement  of  assets 
and  .liabilities,  although  they  are  very  frequently  identical. 

This  mistaken  notion  is  probably  due  to  the  fact  that 
it  was  formerly  the  practice  to  place  the  words  "  liabilities  " 
and  "assets  "  at  the  top  of  each  Balance  Sheet  in  place  of 
the  ordinary  abbreviations  for  the  words  "debtor"  and 
"creditor,"  a  mischievous  practice,  which  even  at  the 
present  time  has  not  altogether  disappeared. 

In  the  first  [riace,  no  concern  can  have  a  Balance  Sheet 
whose  books  are  not  kept  upon  a  complete  system  of 
double-entry  bookkeeping,  since  a  Balance  Sheet,  as  all 
the  members  of  my  audience  are  aware,  is  a  specially  pre- 
pared statement,  setting  out  in  groups  the  balances  of  the 
Ledgers  aStor  the  completion  of  the  Profit  and  Loss 
Account. 

As  the  grouped  balances  placed  on  the  debtor  or  liability 
side  of  the  Balance  Sheet  include  certain  items  which  axe 
not  liabilities,  and  the  grouped  balances  placed  on  the 
creditor  or  assets  side  of  the  Balance  Sheet  include  certain 
items  which  are  not  assets,  it  is  quite  evident  that  though 
an  auditor  may  properly  certify  the  correctness  of  the 
Balance  Sheet  containing  su^  itemSj  the  statement 
itself  does  not,  at  first  view,  afford  Such  information  to  a 
financial  expert  as  is  necessary  to  make  himseU  thoroughly 
acquainted  with  the  position  of  the  commercial  concern 
engaging  bia  attention. 

Maiqr  persons  habitually  use  the  word  "assets  "  for  any 
item  which  may  appear  on  the  credit  nde  trf  the  Balance 
Sheet,  but  I  do  not  agree  ynth  that  interpretation  of  the 
word ;  I  approve  of  the  definition  given  in  the  "  Encyclo- 
psedia  of  Accounting  " — a  work  to  which  so  many  of  our 
profession  both  in  Scotland  and  England,  iaclnding 
myself,  have  contributed— namely,  that  the  term  as  used  in 
business  now  means  all  available  property  and  rights 
which  can  be  api^ied  in  satisfaction  of  liabilities,  or  which 
can  be  turned  into  money  or  money's  worth. 

The  financial  expert,  when  consideni^  a  Balance  Sheet 

for  the  purpose  of  forming  an  opinion  upon  the  com- 
mercial concern  whose  financial  position  is  stated  to  be 
correctly  shown  by  anch  Balance  Sheet,  must  necessarily 
consider  in  detail  the  items  of  which  it  is  composed ;  in 
other  wtunds,  the  only  method  of  criticising  any  Balance 
Sheet  is  to  examine  in  detail  both  the  debtor  and  creditor 
side  of  that  account.  On  the  former  or  debtor  side  is  set 
out  the  liabilities  of  the  concern,  including  not  only  the 
outside  liabilities,  or  the  debts  due  to  the  creditors,  but 
also  the  indebtedness  of  the  concern  itself  to  the  owners 
of  the  business  in  their  private  capacities,  and  also  the 
apparent  indebtedness  of  the  concern  itself^^  sundry 
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impersonal  accouata,  the  appearance  of  which  impetsoaal 
accounts  in  a  Balance  Sheet  is  so  bewildering  to  those 
igaorant  of  the  science  of  booMceeping. 

On  the  other  or  cieditor  side  are  enumerated  the  assets 
of  the  company  wihich  contain  the  prop^y  represent- 
ing the  "fixed  capital"  and  the  "working  ciq>ital" 
Btnbarked  in  the  bunneu,  and  also  sundry  otlier  accounts 
which  I  have  already  referred  to  as  not  being  assets,  but 
which  are  supposed  to  represent  value.  It  also  includes 
certain  impersonal  accounts,  such  as  the  deficiency  on 
l*rofit  and  Loss  or  Revemie  Account*  should  there  be  any  ; 
a  difference,  if  any^  in  the  balaocing  of  the  books,  or 
perhaps  aome  Hems  in  snspense;  which  items  on  the 
cieditor  side  oi  a  Balance  Sheet  are  as  bewildering  to  the 
non-expert  as  are  those  on  the  debtw  side,  to  which  I 
have  just  refemd. 

It  is  immaterial  which  aide  of  the  Balance  Sheet  is  first 
sobjacted  to  criticism,  and  were  I  to  ask  the  opinions  of 
my  audience  as  to  which  is  the  better  to  take.first  I  should 
very  likely  find  diem  about  equally  divided  in  number. 
Personally,  I  should  commence  with  the  debtor  side,  so 
as  to  arrive  at  the  full  indebtedness  of  the  concern,  and 
then  ascertain  whether  the  assets  were  of  a  sufficiently 
satisfactory  nature  to  ensure  these  liabilities  being 
discharged. 

Commencing,  therefore,  with  the  debtor  side  of  the 
Balanca  Sheet,  the  first  item  which  will  come  under  the 
notice  of  the  financial  expert  depends  as  to  whether  the 
Balance  Sheet  is  that  of  an  individual  or  firm,  or  that  of  a 
company.  In  the  case  of  a  company,  it  is  almost  the 
nniveraal  practice  to  set  out  the  Shareholders*  Capital  at 
the  top  of  tiw  debtor  side  of  tJw  Balance  Sheet ;  ^ibiU  in 
the  case  of  the  Balance  Sheet  of  a  firm  or  individual  this 
is  not  the  usual  practice.  In  any  case,  however,  in 
criticising  the  debt<M:  side  of  a  Balance  Sheet  it  is  desirable 
that  the  liabilities  to  what  we  may  call  "  out«de  creditors  " 
Should  be  first  ot  all  considered,  and  for  that  purpose  I 
propose  to  group  them  together. 

Creditors  may  either  be  fully  secured,  partly  secured,  or 
totally  unsecured,  except  in  die  sense  that,  of  course,  all 
creditors  are  legally  seemed  to  the  extent  of  the  value  of 
the  foee  or  nncbsiged  assets  bdonging  to  the  coimnercia] 
concern.  Greditors  of  concerns  owned  by  limited  com- 
panies are  in  addition  further  secured  to  the  extent 
of  the  nncalled  capital;  while  those  of  unlimited 
coBiiMUiiea  have  the  additional  secnrity  of  the  private 
pwyerty  of  all  who  may  be  partners  in  the  concern. 
The  owners  of  many  commercial  concwns  are  only  able 
to  cany  on  their  business  by  supplementing  their  ca[»tal 
with  borrowed  capital.  In  the  case  of  a  conypany,  the 
person*  who  8tq>ply  this  borrowed  capital  may  hold 
debentuns,  which  debentures  may  be  secured  by  a 
oHirlgsge  of,  or  charge  on,  specific  properties,  or  th^  may 


hold  what  is  called  a  general  floating  charge  on  all  the 
assets  of  the  company,  or  they  may  hold  debentures  which 
are  certificates  of  indebtedness  only,  but  these  are  now 
rarely  issued.  In  the  case  of  a  firm  or  an  individual,  bor- 
rowed capital  is  generally  supplied  by  means  of  a 
mortgage  on  specific  assets,  or  by  an  ordinary  loan  made  at 
a  fixed  rate  of  interest,  or  at  a  fixed  rate  of  interest  with 
the  additional  right  to  participate  to  a  certain  extent  in 
the  profits  of  the  business. 

Now,  it  is  of  the  highest  importance  to  the  financial 
expert  that  he  should  ascertain  from  the  Balance  Sheet  as 
to  whether  any  of  the  creditors  are  secured,  and,  if  so,  to 
what  extent,  also  the  exact  coadittons  under  which  this 
borrowed  capital  is  supplied,  as  without  this  knowledge 
he  will  be  unable  to  gauge  the  value  of  the  assets  when 
he  comes  to  deal  with  the  credit  side  of  the  Balance  Sheet. 

Should  the  Balance  Sheet  not  disclose  this  information, 
or  any  other  information  with  which  the  financial  expert 
may  consider  it  essential  he  should  be  supplied  to  enable 
him  to  effectually  carry  out  his  object  in  view,  he  should,  in 
those  cases  where  it  is  possible,  apply  for  this  information, 
and  on  obtaining  it  he  will  be  able  to  make  a  calctdation 
as  to  what  extent,  if  any,  the  so  .called  secured  and  partly 
secured  creditors  would  have  a  special  claim  on  the  assets 
of  the  concern  when  he  prepares  an  amended  Balance 
Sheet  as  tlie  result  of  his  investigation.  On  the  other 
hand,  this  informatton  will  enable  him  to  ascertain 
what  surplus  of  assets  there  may  be  available  for 
the  benefit  of  the  unsecured  creditors  after  discharging 
all  liabilities  to  secured  and  partly  secured  creditors. 
Should,  however,  no  information  be  obtainable  ontside 
the  Balance  Sheet  itself,  calculations  of  this  description, 
however  desirable,  and,  in  fact,  necessary  to  the  full 
appreciation  of  a  Balance  Sheet,  are  impossible. 

As  in  neatly  all  cases  where  money  is  borrowed  on 
security  the  deed  provides  that  the  interest  on  the  loan 
shall  also  be  covered  by  the  seCnri^,  the  financial  expert 
should  satisfy  himself,  as  far  as  possible,  that  the  irtiole 
of  the  interest  accrued  on  these  secured  loans  is  included 
amongst  the  liabilities  under  the  heading  relating  to  the 
secured  creditors.  Interest  on  all  the  loans  should,  of 
course,  be  included  amongst  the  liabilities  tinder  the 
proper  heading ;  but  as  the  Balance  Sheet  has  been 
certified  by  auditors  the  financial  expert  may  safely 
aswime  this  is  the  case. 

The  next  item  for  consideration  is  the  amount  due  to  the 
creditors  for  goods  supplied  to  the  concern  in  the  ordinary 
course  of  business;  these  creditors,  known  as  "Trade 
Creditors,"  may  be  divided  into  two  classes — namely, 
those  in  respect  of  "Bills  Payable  "  and  those  on  "Open 
Account." 

Now,  fisw  Balance  Sheetsp^,^^  (g^^^Ofli©! 
fully  explain  the  financial  conditions  nnder  whi@  the 
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commercial  coDcern  works,  without  greater  detail  having  to 

be  obtained  than  is  disclosed  by  the  figures.  It  is  possible 
for  the  Balance  Sheets  of  two  commercial  concerns  show- 
ing-identical figures  on  both  sides  to  be  perfectly  correct  in 
an  arithmetical  or  bookkeeping  sense,  although  the  busi- 
ness of  the  two  coucerns  may  be  carried  on  under  totally 
different  conditions.  The  amount  due  to  creditors  on 
"Bills  Payable"  forms  an  example  of  what  I  mean.  In 
one  case  the  concern  may  have  to  pay  within,  say,  fourteen 
days  to  thirty  days  at  the  outside  for  goods  purchased, 
while  in  the  other  case  it  may  have  credit  varying  from 
three  to  twelve,  or  even  eighteen  months.  If  the 
financial  expert  is  criticising  the  Balance  Sheet  for  the 
purpose  of  carrying  out  a  financial  transaction  which  may 
alter  the  constitution  of  the  concern^  the  consideration  of 
tbe  terms  of  credit  as  disclosed  by  an  analysis  cd  the  **  Bills 
Payable  Account "  is  of  the  utmost  importance.  I  am,  of 
course,  hare  assuming  that  the  financial  expert  has  the 
means  of  obtaining  information  outside  the  four  corners 
of  the  Balance  Sheet  in  front  of  him  from  those  who  pre- 
pared file  Balance  Sheet,  or  who  submitted  it  to  him  for 
his  opinion ;  but  should  be  be  criticising  it  for  purposes 
antagonistic  to  those  owning  the  concern,  such  as  some- 
times falls  to  tbe  duty  of  the  editor  of  the  money  article  of 
a  newspaper,  details  such  as  I  am  referring  to  cannot,  of 
course,  be  obtained,  and  he  will  have  to  do  as  best  he  can 
without  them. 

Should,  however,  the  transfer  of  a  concern  to  a  limited 
liability  company  be  under  consideration,  or  a  proposed 
new  partnership  be  in  contemplation,  then,  of  course,  full 
information  will  be  obtainable  by  the  financial  expert, 
and  he  should  divide  the  bills  of  exchange  payable 
into  groups  representing  the  various  periods  of  time 
over  which  they  are  current.  If  as  a  result  titeie  is  an 
appreciable  amoujiit  due  to  creditors  on  Inlls  drawn  for 
long  periods,  especiaJly,  say,  over  three  months,  he  must 
certainly  take  in.to  consideration  as  to  whether  this  long 
system  of  credit  will  be  affected  by  the  change,  or  partial 
change,  of  ownership  when  the  financial  schraie  he  has 
under  consideration  has  been  carried  out.  Hie  result 
obtained  from  the  grouping  of  the  creditors  on  "  Bills  Pay- 
able "  will  be  useful,  if  the  financial  expert  wishes  to 
make  calculations  as  to  the  period  within  which  the  funds 
on  the  assets  side  of  the  Balance  Sheet  can  be  made  use 
of  in  the  discharge  of  these  "Bills  Payable." 

As  regards  the  amount  due  to  creditors  on  "Open 
Account,"  no  special  remarks  are  necessary,  unless  the 
financial  expert  is  desirous  of  ascertaining  within  what 
period  the  free  assets  can  be  realised  for  tbe  purpose  of 
paying  these  creditors,  and  this  information  he  can  only 
ascertain  by  inquiry. 

There  may,  of  course,  be  creditors  of  a  special  class- 
such  as  tiiose  who  may  have  deposited  money  with  the 


commercial  concern,  as  will  be  found  in  the  Balance 

Sheets  of  Bankers,  Discount  Houses,  Brewers,  &c. — but 
whether  they  are  set  out  separately,  as  they  ought  to  be, 
or  included  amongst  other  creditors,  is  not  of  so  much  con- 
sequence from  the  financial  expert's  point  of  view  as 
regards  the  mere  accuracy  of  the  accoants.  The  question 
as  to  whether  the  nature  of  the  assets  admit  of  a  punctual 
discharge  of  these  liabilities  in  connection  with  the  pay- 
ment of  the  other  liabilities  will  be  dealt  with  by  me 
later  on. 

The  Balance  Sheet  of  a  concern  may  have  among  its 

liabilities,  either  shown  separately  or  included  among  the 
"Sundry  Creditors,"  a  loan  from  its  bankers;  should  the 
amount  be  included  under  the  heading  of  "Sundry  Credi- 
tors," and  tbe  financial  expert  be  unable  to  obtain  any 
details  of  the  items  in  the  Balance  Sheet,  he  will,  of  course, 
be  unaware  of  this  fact,  and  cannot  take  advantage  of  it ; 
but  should  it  be  disclosed  openly  on  the  Balance  Sheet,  as 
it  ought  to  be,  the  accounts  having  been  certified,  several 
points  for  considwation  will  arise. 

The  loan  may  have  been  effected  merely  because  the 
Bank  rate  is  low,  and  it  is  preferable  to  take  advantage  of 
this  condition  of  the  money  market  to  borrow  than  to  sell 
good  securities ;  or  because  owing  to  a  depreciation  in 
securities,  where  it  is  hoped  the  prices  at  which  they  were 
purchased  may  again  prevail,  it  is  inadvisable  to  part 
with  them.  It  may  be  there  has  been  a  difficulty 
in  collecting  the  book  debts,  or  in  realising  stock,  that 
recourse  has  been  bad  temporarily  to  the  bankers ;  or  it 
may  have  been  a  case  trf  dire  necessity.  Whatever  reason, 
however,  there  may  have  been  for  the  loan,  the  bankers 
will  have  taken  security,  which  should  be,  of  course,  dis- 
closed on  the  face  oi  the  Balance  Sheet. 

Having  obtained  all  the  available  information  as 
regards  the  creditors  of  tbe  concern,  the  financial  expert 
has  then  for  consideration  the  items  in  the  Balance  Sheet 
representing  the  amount  due  to  the  owners  thereof  by  tbe 
concern  itself,  or  what  is  known  as  the  "Coital." 

Perhaps  no  term  in  economics  has  given  rise  to  more 
controversy  than  the  definition  of  the  word  "capital." 
According  to  tbe  "  Eocyclopsedia  of  Accounting,"  in 
economics  it  may  be  said  to  have  the  following 
meanii^s : — 

(i)  Wealth  which  yields  revenue. 

(a)  Wealth  set  aside  for  future  production. 

(3)  Wealth  set  aside  for  the  satisfaction  of  future  needs. 

In  the  above  three  definitions  capital  may  be  said  to  be 
defined  according  to  the  point  of  view  from  which  it  is 
regarded,  either  as — 

(1)  Yielding  revenue. 

(2)  Producing  more  wealth. 

(3)  Reserving  means  for  figure  enjoyment 

John  Stuart  Mill,  in  o^ulAiin^  t^  recogi^ed  classical 
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division  between  fixed  and  circulating  capital,  gives  the 

following  definition :  — 

"Cf^ital  which  fulfils  the  yiibole  of  its  office,  in  the 
production  of  which  it  is  engaged  by  a  single  use,  is 
called  *  Circulating  Capital ' ;  capital  which  exists  in 
any  durable  shape,  and  the  return  to  which  is  spread 
over  a  period  of  corresponding  duration,  is  called 
'  Fixed  Capital.' " 

As  a  result  of  this  definition,  "Fixed  Capital"  is  thus 
invested  capital — such  as  Public  Works,  Railways,  Canals, 
Machinery,  Houses,  Improvements  to  Land,  and,  in  fact, 
everyOiing  productive  which  is  at  the  same  time  durable, 
and  to  a  certain  extent  of  a  permanent  nature. 
••Circulating  Capital"  is  capital  represented  by  Raw 
Materials,  Metals,  Minerals,  and  actual  produce  of  land, 
and  of  what  is  set  aside  for  the  sustenance  of 
labour;  but,  as  the  writn:  in  the  " Encyclopsedia  of 
Accoontiog"  of  the  article  imder  "Fixed  and  Floating 
Capital  '*  says,  the  definition  between  fixed  and  floating 
capital  to  a  large  extent  depends  upon  the  intention  of  the 
capitalist,  and  he  gives  the  following  vMy  ncellent 
example: — That  fumitnxe  represents  the  bulk  of  the 
floating  capital  of  a  furniture  dealer,  but  forms  part  of  the 
fixed  capital  of  a  hotel  proprietor.  He  also  says  that  in 
bis  opinion~^n  which  I  certainly  agree — the  term  "  Fixed 
Assets  "  wonld  be  a  better  expression  to  use,  and  to  this 
may  be  added  that  the  term  "  Working  Capital "  is  a 
better  expression,  from  our  point  of  view,  than  "  Floating 
Capital."  These  terms  are,  however,  exceedingly  difficult 
to  use  when  dealing  with  the  actual  accounts  of  any  com- 
mercial concern,  as  although  the  actual  capital  embarked 
ID  a  concern  may  approximately  be  divided  into  "Fixed 
Capital"  and  "Working  Capital,"  yet  it  cannot  be  done 
accurately,  as  it  is  certainly  liable  to  change  from  time  to 
time  according  to  the  circumstances  under  which  the 
concern  may  be  worked,  and  consequently  how  the  capital 
may  be  employed. 

\\'hen  a  commercial  concern  is  owned  by  a  company  the 
capital  of  the  owners  is  represented  by  what  is  known  as 
'Share  Capital,"  which  may  be  divided  into  several 
classes,  each  class  having  specially  defined  rights  and 
privileges.  In  other  words,  it  is  represented  by  what  are 
usually  described  as  "Ordinary  Shares"  and  "Preference 
Shares."  The  "Ordinary"  share  capital  is  that  which, 
as  a  rule,  has  to  really  bear  the  brunt  of  the  risks 
inseparable  from  commercial  undertakings,  while  as  an 
equivalent  it  is  entitled  to  receive  the  largest  share  of  the 
profits.  The  "  Preference  "  capital  has  the  advantage  of 
being  entitled  to  a  first  claim  on  the  profits  of  the  under- 
taking, but  usually  to  a  limited  extent,  but  such  profits 
lie  not  always  confined  to  that  amount,  and  they  are 
sometimes  extended  so  as  to  include  a  further  share  after 
the  owners  of  the  ordinary  shares  have  received  a  fixed 


minimum  dividend.  Again,  the  preferential  capital  may 
only  be  entitled  to  participate  in  profits  earned  in  each 
particular  year,  without  the  right  to  have  any  deficiency 
made  good  out  of  the  profits  of  succeeding  years,  or  the 
shares  representing  this  capital  may  be  known  as 
"  Cumuilative  Preference  Shares,"  which  entitles  their 
holders  to  the  full  amount  of  their  minimum  dividends 
being  satisfied  out  of  future  profits,  no  matter  bow  much 
such  dividends  may  be  in  arrear,  before  the  owners  of  the 
ordinary  shares  receive  any  return  on  their  capital.  Then, 
again,  this  capital,  which  may  he  preferential  for  divi- 
dend receiving  purposes,  may,  or  may  not,  be  preferential 
according  to  the  tenns  on  which  it  was  issaed,  so  as  to 
allow  of  it  being  first  of  all  repaid  in  full  to  its  owners 
out  of  the  assets  of  the  concern,  should  it  ever  be  wound 
up — that  is,  before  the  owners  of  the  ordinary  capital  are 
allowed  to  participate  in  any  return  of  capital  which  may 
be  made  by  the  liquidator. 

The  financial  expert  should  endeavour  to  ascertain  from 
the  Balance  Sheet,  and,  if  this  is  not  possible,  by  means  of 
inquiry,  if  available,  the  exact  privileges  and  disadvan- 
tages attached  to  the  holding  of  the  various  classes  of 
share  capital,  should  there  be  more  than  one  class  issued. 

In  the  case  of  the  Balance  Sheet  of  a  firm  there  is  only 
one  difficulty  confronting  the  financial  expert  with  refer- 
ence to  the  amount  which  i^peais  thereon  as  being  the 
capital  of  the  owner  or  partners,  and  that  is  to  know  it 
the  capital  has  really  been  supplied  out  of  the  private 
property  of  the  owner  or  partner,  or  whether  it  has  been 
found  by  a  relative,  or  relatives,  who,  in  the  event  of 
insolvency,  may  put  in  a  claim  to  rank  for  dividend 
pari  passu  with  the  Other  creditors. 

Now,  when  one  comes  to  consider  the  question  as  to 
whether  the  share  capital  of  a  company  owning  a  com- 
mercial concern  is  "fixed  capital "  or  "working  capital," 
one  is  at  once  confronted  with  a  difficulty.  Once  sub- 
scribed for  and  paid  over  to  the  directors  of  the  company 
it  must  remain  in  their  hands,  to  be  employed  according 
to  the  sections  of  certain  public  Acts  of  Parliament,  and 
also  to  the  sections  of  a  private  Act  or  the  memorandum 
and  articles  of  association,  as  tlie  case  may  be.  Should 
the  directors  at  any  time,  such  as  during  a  period  of  com- 
mercial depression,  not  be  able  to  make  use  of  the  share 
capital  for  the  recognised  business  transactions  of  the 
company,  they  cannot  return  it  to  the  shareholders,  but 
are  obliged  to  retain  it.  As  a  consequence,  the  directors, 
wishing  it  not  to  remain  unproductive,  invest  it  in  interest- 
paying  securities  until  trade  improves  and  it  can  be  again 
employed  in  the  regular  business  of  the  commercial 
concern. 

From  a  political  economy  point  of  view  such  portion  of 
the  capital  belongs  to  "working  capital,"  and  the  capital 
of  the  shareholders  would  be  divided  into  "  fixed  capital," 
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represented  by  such  portion  of  the  share  capital  as  had 
been  expended  in  the  acqaisition  of  Land,  Boildings, 

Plant  and  Machinery,  Fittings  and  Furniture  ;  and  "work- 
ing capital,"  represented  by  the  balance  of  the  share 
capital  expended  in  Stock-in-trade,  Wages,  Works-in- 
progress,  &c.,  or  perhaps  represented  by  amounts  due 
from  debtors  for  goods  sold  to  them. 

From  a  business  point  of  view,  however,  such  share 
capital  would  be  represented  by  "fixed  capital,"  but  which 
"  fixed  capital  "  is  constantly  varying ;  by  '  working 
capital,"  which  is  also  more  continually  varying;  and 
"siHplus  capital,"  which,  if  compelled  to  remain  in  the 
hands  of  those  managing  the  commercial  concern,  may 
become  annecessaiy  cajntal  from  a  business  point  of  view. 

A  portion,  if  not  the  whole,  of  the  money  borrowed,  such 
as  that  secured  by  the  debentures  of  a  company,  or  by  the 
mortgage  of  the  property  either  of  a  company  or  a  concern 
owned  by  a  firm  or  individual,  would  as  a  rule  form  part 
uf  the  "fixed  capital  "  from  the  point  of  view  of  a  political 
economist,  according  to  the  manner  in  which  it  is 
employed,  and  the  same  difficulty  naturally  arises  in 
endeavouring  to  arrive  at  the  apportionment  of  this  bor- 
rowed capital  between  fixed  and  working  capital. 

In  my  opinion,  therefore,  although  the  terms  "fixed 
capital "  and  "  working  capital "  are  very  usefully 
employed  in  academic  discussions  on  political  economy, 
they  are  quite  unsuitable  for  use  in  connection  with  the 
stating  of  Capital  Accounts  in  the  Italance  Sheets  of  com- 
mercial concerns,  and  are  liable  to  mislead  those  who  try 
to  make  use  of  them. 

Should  there  be  any  items  remaining  on  the  debtor  side 
of  the  Balance  Sheet  of  the  commercial  concern,  whether 
owned  by  a  company  or  a  firm,  they  must  consist  of  Ledger 
balances,  representing  surpluses  of  one  or  more  kinds. 
That  is,  surpluses  subject  to  the  realisation  of  the  items 
on  the  credit  side  of  the  Balance  Sheet  at  nut  less  than 
the  value  affixed  to  them.  Such  surpluses  may  consist  of 
any  of  the  following : — 

In  the  case  of  a  firm- 
General  Reserve. 
Special  Reserves. 

Profits  arising  from  the  business  not  yet  carried  to  the 
Capital  Accounts  of  the  partners. 
In  the  cose  of  a  company — 
Heneral  Reser\'e. 
Special  Reserves. 

Balance  of  the  Profit  and  Loss  Account  or  Revenue 
Account,  available  either  for  dividend  purposes  or 
for  appropriation  to  some  othci  purpose. 
With  the  exception  that  the  financial  expert  should,  as 

far  as  pissible,  ascerlain  that  the  reserves,  whether  general 
or  spcci;Lt,  are  sufficient  in  amount  for  the  purposes  for 
which  they  appear  to  have  been  created,  it  docs  nut  appear 


to  me  that  any  special  remarks  of  mine  on  these  items 
are  necessary,  as  the  whole  of  my  remarks  are  based  on  tlie 

assumption  that  the  accounts  are  being  reviewed  by  a 
financial  expert — that  is  to  say,  an  expert  perhaps  not  so 
skilled  in  accounts  as  a  Chartered  Accountant,  but  an 
expert  supposed  to  be  sufficiently  skilful  to  understand 
ordinary  bookkeeping  expressions. 

These  surplus  balances  of  the  Balance  Sheet  may,  how- 
ever, be  able  to  afford  very  important  information  to  the 
financial  expert,  as  one  or  more  of  them  may  clearly  show 
what  have  been  the  actual  net  profits  of  the  concern  fi>i 
the  period  terminated  by  the  date  of  the  Balance  Sheet.  A 
Balance  Sheet  does  not  by  itself  necessarily  give  any  indi- 
cation of  the  financial  result  of  the  business  transactions 
for  any  particular  period,  which  is  the  reason  why  su 
many  private  banking  firms,  where  the  capital  is  held 
entirely  by  a  few  partners,  have  long  been  in  the  habit  ol 
issuing  for  the  benefit  of  their  customers  a  Balance  Sheet 
showing  the  financial  position  of  their  bank,  but  they  do 
not  publish  with  it  the  corresponding  Profit  and  Lost 
Account,  the  contents  of  which  they  consider  is  a  matter 
solely  affecting  the  partners  themselves. 

As  regards  profits  arising  from  the  business  of  a  com- 
mercial concern  owned  by  a  firm  not  yet  carried  to  the 
Capital  Accounts  of  the  partners,  Uiey  to  all  intents  and 
purposes  may  be  looked  upon  as  part  of  the  capital  itself. 
In  many  cases  it  is  the  practice  for  the  partners  to  carry 
these  profits  to  the  credit  of  their  respective  Capital 
Accounts  in  the  Private  Ledger  before  the  Balance  Sheet 
of  the  firm  is  made  out ;  in  others,  partners  prefer  never 
to  alter  their  original  capital,  and  leave  these  surplus, 
or  undrawn,  profits  standing  to  their  credit  in  the  Balance 
Sheet  under  special  headings,  in  other  words,  they  like 
to  treat  their  original  capital  as  "  Fixed  Capital,"  looking 
upon  the  other  as  "Working  Ci^ital,"  so  long  as  it 
remains  in  the  business,  such  "Working  Capital"  being 
withdrawable  at  any  time  for  their  own  private  use, 
should  there  be  cash  available  for  such  a  purpose.  Of 
course,  the  actual  value  of  this  nn^^ropriated  profit 
really  depends  on  the  value  of  the  a&sets  on  the  other  side 
of  the  Balance  Sheet. 

In  tiie  case  of  the  balance  of  the  Profit  and  Loss 
Account,  or  Revenue  Account,  of  a  company  remaining 
unappropriated,  this,  of  course,  is  never  added  to  the 
original  capital,  and  tiierefore.  as  long  as  it  remains  in 
the  business,  forms  part  of  the  "Working  Capital"  as 
distinct  from  the  "Fixed  Capital." 

A  financial  expert  may  have  in  front  of  him  a  Balance 
Sheet  which  contains  on  its  debtor  ude  an  item  which  he 
cannot  understand,  owing  perhaps  to  an  obscurity  of 
the  heading  under  which  this  item  is  placed.  In 
such  a  case  he  must  endeavour  to  ascertain  whether 
it  is  a  real  liabilityp^r^  j^^^*@^^b^f@y  repre- 
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seated  by  a  personal  claim  on  the  uncharged  assets, 
or  whether  it  is  only  a  credit  balaQce  from  the  Ledger 
representing  a  sarplus  which  will  never  be  a  claim  against 
the  assets,  or,  in  other  words,  is  something  to  tbe  good. 

Turning  mow  to  the  creditor  side  of  the  Balance  Sheet, 
it  will  be  absolutely  necessary  for  anyone  who  is  not 
accustomed  to  reading  Balance  Sheets  at  a  glance,  and 
certainly  desirable,  if  not  necessary,  for  those  who  are 
so  accustomed,  to  group  the  items  under  headings.  From 
the  political  economy  point  of  view  the  scientific  group- 
ing of  such  items  would  be  placing  them  in  divisions 
according  as  they  represent  either  "Fixed  Capital"  or 
"Working  Capital  ";  and  although  this  may  be  borne  in 
mind  when  the  financial  expert  comes  to  sum  up  the  result 
oi  his  investigation,  it  wtU  be  more  convenient  for  him  to 
group  the  items  into  divisions,  to  be  considered  from 
the  practical  point  of  view  of  the  assets  being  quickly  or 
slowly  realisable,  with  an  additional  group  consisting  of 
those  items  which  are  not  really  assets  at  all,  but  debtor 
balmices  of  Ledger  Accounts.  For  this  purpose  the 
following  method  of  grouping  the  items  on.  the  creditor 
side  of  the  Balance  Sheet  will  be  as  practical  a  form  of 
dealing  with  them  as  any :  — 

(i)  Assets  being  actual  cash,  or  which  can  be 
immediately  converted  into  cash. 

(2}  Assets  which  can  be  realised  at  comparatively  short 
notice. 

(3)  Assets  which  will  take  a  certain  time  to  realise. 

(4)  Doubtful  assets  which  are  only  expected  to  realise 
a  f»rtain  percentage  of  their  value. 

(5)  Other  items  which  can  only  be  realised  so  long  as 
the  business  is  a  going  concern. 

(6)  Unrealisable  items. 

With  reference  to  the  first  item,  or  assets  being  actual 
cash,  or  which  can  be  immediately  converted  into  cash, 
this  will,  of  course,  include  the  cash  in  hand  and  the 
balance  at  the  bankers — that  is,  the  balance  of  the 
current  account  at  the  bankers.  I  purposely  use  the 
words  "Balance  at  the  bankers."  and  not  "Cash  at  the 
bankarSf"  as  I  should  like  hen  to  take  the  opportunity 
the  reading  of  this  paper  affords  me  to  publicly  express  my 
views  on  that  which  I  have  come  to  consider  a  distinct 
blemish  in  the  Balance  Sheets  of  companies — that  is,  in 
the  practice  of  the  directors  describing  what  is  the  balance 
uf  the  current  account  at  the  bankers  as  "Cash  at  the 
bankers."  It  does  not  represent  cash  sent  by  companies 
to  their  bankers  in  t>oxes  for  safe  custody,  to  be  removed 
at  the  fdeasure  of  the  directors  ;  were  it  so  the  description 
would  be  correct.  It  is,  however  merely  the  amount  to 
the  extent  of  which  the  directors  can  issue  demands  in 
writing  on  the  bank  to  make  payments  on  the  company's 
behalf.  I  claim,  therefore,  that  the  usual  stereotyped 
statement  "  Cash  at  bankers  "  is  a  distinctly  incorrect  one. 


I  doubt  if  any  bank  could  on  any  given  date  produce  to 
the  auditors  of  all  the  companies  whose  banking  accounts 
they  keep,  and  whose  published  accounts  are  issued,  a 
sufficient  number  of  notes  and  coin  represeating  what 
is  described  in  these  various  Balance  Sheets  as  "Cash 
at  the  bankers."  In  fact,  an  inspection  of  the  published 
Balance  Sheets  of  the  bankers  themselves  would  prove 
the  correctness  of  my  statement,  and  therefore  what  is  so 
often  described  as  "Cash  at  the  bankers  "  is  only  on  a  par 
with  a  debt  due  from  any  other  solvent  debtor  to  the  com- 
mercial concern  in  question,  I  should  therefore  like  it  to  be 
prohibited  by  law  for  the  directors  of  any  company  to 
describe  in  its  Balance  Sheet  as  "  cash "  anything  but 
bank  notes,  gold,  silver,  and  copper  in  their  own  vaults, 
or  deposited  elsewhere  in  specie  for  safe  custody  only. 

Under  what  heading,  however,  it  may  be  described, 
both  "  Cash  in  hand  "  and  "  Balance  at  bankers  "  may  be 
included  in  the  first  group  of  assets,  being  actual  cash,  or 
that  which  can  be  immediately  converted  into  cash. 

Another  item  which  comes  under  the  same  heading  will 
be  "Deposits  at  call  "  at  a  banker's  or  recognised  first-class 
discount  house. 

Under  the  second  heading,  or  "Assets  which  can  be 
realised  at  comparatively  short  notice,"  may  be  included 
all  investments  which  can  be  converted  into  ca^  on  the 
next  Stock  Exchange  Settling  Day,  for  although  certain 
investments,  including  Consols,  may  be  sold  for  cash,  yet 
this  is  a  very  unusual  transaction,  and  for  our  purpose 
they  need  not  be  placed  in  the  same  group  of  assets  as 
that  which  I  have  classified  as  No.  r. 

For  the  purpose  of  ascertaining  whether  the  investments 
as  shown  in  a  Balance  Sheet  may  properly  come  under 
the  second  and  not  under  the  third  heading,  a  list  of  the 
investments  will  have  to  be  obtained  by  the  financial 
expert,  who.  by  comparing  these  details  with  the  Stock 
Exchange  Official  List,  will  be  able  to  make  his  own 
calculations  as  to  the  correctness  of  the  value  placed  upon 
them,  and  whether  they  can  be  sold  so  as  to  place  the 
amonnt  realised  at  the  disposal  of  those  directing  the  com- 
mercial concern  within  an  interval  not  exceeding,  say,  a 
fortnight. 

Amy  money  placed  on  deposit  at  seven  or  fourteen  days' 
notice  may  also  be  included  under  this  heading,  as  may 
also  any  amounts  in  respect  of  bills  receivable  due  not 
later  than  the  next  Stock  Exchange  Settling  Day. 

The  third  group  of  assets,  consisting  of  assets  or  pro- 
perty which,  while  admittedly  of  value,  would  take  a 
certain  time  to  realise,  will  form  probably  the  bulk  of  the 
assets  of  a  commercial  concern.  Under  this  heading  may 
be  included  investments  which  are  not  quoted  on  the  Slock 
Exchange,  or  if  quoted  are  of  such  a  nature  as  to  require 
gradual  realisation.  It  must  be  borne  in  mind  that  there 
are  a  very  large  number  'df^ii^^&^iii^ts  inclu^  in  the 
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Official  List  of  the  London  and  other  Stock  Exchanges 
whose  quoted  prices  cannot  be  altogether  relied  upon  when 
considering  them  for  parposes  of  rapid  realisation.  There 
are  many  securities  in  the  class  called  technically 
"  Industrials,"  very  many  more  in  "  Mines  "  ;  and  my 
observations  ^ply  pertiaps  more  especially  to  shares  in 
mining  companies,  where  the  sale  of  a  certain  number  of 
shares  will  at  once  so  affect  the  market  price  as  to  render 
it  impossible  for  the  immediate  realisation  of  a  further 
group  of  them  to  take  place  without  a  considerable  fall 
occtuxing  in  the  quotation.  In  other  words,  the  shares  of 
many  companies,  if  placed  on  the  market  for  sale  in  any 
quantity,  are  liable,  to  use  a  popular  expression,  to  knock 
the  bottom  out  of  tiie  market  to  such  an  extent  that  any 
attempt  to  realise  the  whole  of  the  security  would  result 
in  a  very  heavy  loss.  On  the  other  hand,  if  the  security 
be  nursed,  and  an  opportunity  given  to  the  market  to 
recover  itself,  the  shares  may  ultimately  be  disposed  of 
at  the  full  value  of  the  quotation  given  in  the  Official  List. 

In  the  same  group  will  be  included  the  amounts  due 
by  the  debtors  to  the  concern.  It  is  almost  impossible, 
where  these  amounts  are  brought  togedier  under  a  simple 
heading  such  as  that  of  "Sundry  Debtors,"  to  gauge 
theisr  value  as  an  ultimately  realisable  asset,  and  it 
is  still  more  difficult  to  know  how  much  of  it  may 
be  relied  upon  to  be  collected  at  ^ort  notice  in  the  event 
of  money  being  required  by  the  concern  for  any  special 
purpose.  To  thoroughly  gauge  the  value  of  this  asset  the 
debtors  should  be  grouped  first  of  all  under  the  familiar 
sub-headings  of  "Good,"  "Doubtful,"  and  "Bad,"  and 
then,  for  the  purpose  of  ascertaining  how  quickly  the 
amounts  can  be  available  to  meet  emergencies,  the  "good  " 
debtors  would  have  to  be  further  grouped  according  to  the 
dates  fay  when  they  axe  likely  to  be  converted  into  money. 

As  regards  the  debts  which  come  under  the  heading  of 
"  Doubtful,"  a  certain  amount,  usually  a  percentage,  ought 
to  be  written  off  and  charged  against  the  Profit  and  Loss 
Account,  the  balance  only  being  brought  to  credit  in  the 
Balance  Sheet;  while,  of  course,  any  balaDces  included 
under  the  heading  of  "  Bad  Debts  "  ought  to  be  entirely 
eliminated,  unless  the  Balance  Sheet  has  been  pcepared 
on  the  basis  of  bringing  in  the  whole  of  the  debts  among 
the  assets,  having  on  llie  debtor  side  of  the  Balance  Sheet 
a  reserve  to  meet  any  loss  likely  to  arise  on  their 
realisation. 

Should  the  Profit  and  Loss  Account  be  available  for 
inspection  by  the  financial  expert,  it  may  be  very 
advisable  for  him,  depending,  of  course,  as  I  have  already 
stated,  upon,  the  reason,  for  his  criticism,  to  ascertain  the 
proportion  the  amount  of  the  debtors  bear  to  the  turnover, 
or  the  business  done ;  and  if  he  is  an  expert  in  the  par- 
ticular class  of  business  the  accounts  of  one  of  which  are 
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as  to  whether  the  management  of  the  concern  is  or  is  not 
satisfactory.  If,  moreover,  he  has  the  means  of  comparing 
the  turnover  and  the  amount  due  from  debtors  with  those 
shown  in  the  accounts  of  previous  years,  he  will  have  still 
better  information  on  this  point. 

Bills  receivable  on  band  would  be  placed  amongst  this 
group  ol  assets,  although,  of  course,  should  the  financial 
expert  be  aware  of  the  fact  that  some  fall  due  for  pay- 
ment in  the  course  of  a  few  days  from  the  date  of  the 
Balance  Sheet,  he  might  include  them  even  in  Groups  i  or 
2,  according  to  the  dates.  Speaking  genually,  however, 
ihfiy  will  come  under  the  same  group  as  the  amounts  due 
from  the  debtors  on  open  accounts,  being  of  a  similar  class 
of  debt,  subject  to  the  difference  that  the  actual  dates  for 
their  payment  are  definitely  fixed. 

Freehold  and  leasehold  investments  both  come  under 
the  group  of  assets  which  would  take  time  to  realise,  if  for 
any  reason  it  became  necessary  to  convert  tbem  into  mon^. 
They,  of  course,  are  included  in  what  may  be  described  as 
the  best  class  of  assets,  and  they  are  the  principal  items 
which  would  come  under  the  heading  of  "  Investments 
representing  Fixed  Capital,"  or  under  the  classification 
which  I  have  previously  described  as  being  the  belter  one— 
namely,  "Fixed  Assets," 

These  items  do  not,  in  many  instances,  represent  the 
whole  of  the  fixed  assets,  and,  of  course,  in  the  case  of 
commercial  concerns  owning  plant  and  machinery  such 
property,  together  with  furniture  and  fittings,  implements 
and  other  working  tools,  would  all  come  under  the  heading 
of  "Fixed  Assets,"  but  would  not  be  placed  in  the  group 
of  assets  we  are  now  considering. 

Personally,  I  should  be  disposed,  in  the  case  of  a 
concern  owning  a  lange  amount  of  stock-in-trade  which 
is  never  reduced  in  value  below  a  certain  mini- 
mum, to  treat  the  capital  invested  in  such  stock-in- 
trade  up  to  that  minimum  as  an  investment  of  "fixed 
capital,"  or  as  a  "fixed  asset,"  and,  of  course,  the  amount 
expended  in  the  acquisition  of  a  business,  or  what  is 
commonly  known  as  "goodwill,"  is  certainly  another 
investment  of  "fixed  coital,"  but  whether  you  would  call 
"goodwill"  a  '*fixed  asset"  is  another  matter.  Neither 
of  these  items  would,  however,  be  included  in  this  group. 

The  value  affixed  to  the  item  of  Freeholds  in  the  Balance 
Sheet  requires  consideration  from  the  point  of  view  as  to 
whether  the  neighbourhood  in  which  the  freehold  property 
is  situated  has  improved  or  declined  from  the  property 
market  point  of  view ;  and  if  there  are  buildings  attached 
to  the  freehold,  the  age  of  the  buildings,  and  wfaethei 
they  have  been  maintained  since  erected  out  of  revenue, 
also  whether  any  expenditure  of  this  description  has  been 
added  to  the  original  cost  so  as  to  swell  the  value  of  the 
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la  the  case  of  leasehold  property  the  financial  eicpert 
should  also  take  into  crosideratioR  the  same  points  as 
regards  the  neighbotirhood  such  as  1  have  referred  to  in 
connection  with  freeholds,  while  as  regards  buildings 
erected  thereon  the  question  of  charging  the  Profit  and 
Ix)3s  Account  with  what  we  professional  accountants  call 
"depreciation,"  so  as  only  to  leave  on  the  credit  side  of 
the  Balance  Sheet  a  value  proportionate  to  the  unexpired 
term  of  the  leases,  is  of  the  greatest  importance.  Furni- 
ture is  also  included  in  this  group,  but,  as  a  rule,  this  is 
a  matter  of  small  concern,  except  ia  the  case  of  a  hotel, 
where  it  is,  of  course,  of  paramount  importance  that  full 
dei»«ciation  shall  be  charged  for  the  heavy  wear  and 
tear,  more  especially  in  the  case  of  some  of  the  more 
perishable  items,  such  as  carpets,  linen,  and  even 
electro-plate. 

My  suggested  Group  4  contains  doubtful  assets  which 
are  only  expected  to  realise  a  certain  percentage  of  their 
value.  As  an  example  of  what  would  come  under  this 
heading  would  be  the  plant  and  machinery  of  a  manu- 
facturing concern.  There  may,  of  course,  be  a  certain 
amount  of  loose  plant  of  so  new  a  description  of  manu- 
facture that  a  price  somewhat  near  that  taken  credit  for 
in  the  Balance  Sheet  might  reasonably  be  expected  to  be 
realised,  but,  as  a  rule,  plant  and  machinery  are  specially 
manufactured  to  the  order  of  the  firm  or  company  for 
whom  such  goods  are  intendedj  and  consequently  will  be 
comparatively  of  little  value  to  anyone  else,  even  to  those 
carrying  on  a  similar  business. 

It  must  not,  however,  be  supposed  that  I  am  suggesting 
that  a  financial  expert  should  as  a  rule  criticise  a  Balance 
Sheet  from  the  point  of  view  of  what  the  assets  are  likely 
to  realise  should  the  concern  be  wound  up ;  as  I  have 
already  stated,  the  method  of  criticism  of  a  Balance 
Sheet  by  anyone  must  depend  entirely  upon  what  use 
is  going  to  be  made  of  such  criticism  when  completed. 
All  that  I  am  stiggesting  here  is  that,  in  the  consideration 
of  the  nature  of  assets  of  the  description  such  as  are  now 
under  review,  it  must  be  borne  in  mind  that  there  is  a 
great  difference  from  the  point  of  view  of  value  to  be 
attached  to  the  assets  of  what  is  known  as  a  "going 
concern  '*  to  those  of  a  similar  concern  about  to  be  broken 
□p.  In  the  former  case,  of  course,  the  sale  price,  or  the 
breaking-up  price,  must  not  be  taken  into  consideration,  for 
if  looked  at  from,  that  point  of  view  the  Balance  Sheet  of 
iicarcely  any  prosperous  concern  in  Great  Britain  would 
be  found  to  be  solvent. 

Trade  and  other  fittings,  of  course,  come  under  a 
siniilar  heading,  and  will  require  the  same  amount  of 
consideration. 

One  of  the  most  important  items  of  this  group  iri  all 
manufactttring  and  trading  concerns  would  be  the  Stock- 
in-tradei  and  for  Hie  purpose  of  satisfying  himself  that  a 
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proper  value  has  been  inserted  in  the  Balance  Sheet  in 
respect  of  this  item,  the  financial  expert  would  require  to 
be  informed  of  a  number  of  facts  which  he  is  not  likely 
to  see  stated  on  the  face  of  the  Balance  Sheet  itself.  It  is. 
of  course,  impossible  to  lay  down  any  fixed  rules  which 
apply  to  the  criticism  of  the  value  placed  upon  stock-in- 
trade  generally.  In  some  commercial  concerns  the  stock 
consists  of  perishable  goods,  and  in  that  case  a  very  large 
amount  of  depreciation  ought  to  be  allowed  for  stock  that 
has  been  long  on  hand  ;  while  the  same  remark  will  apply, 
but  from  a  totally  different  point  of  view,  supposing  the 
stock-on-hand  does  not  deteriorate,  but  becomes  unsaleable 
through  its  being  out  of  fashion.  This  applies  to  all 
drapery  and  millinery  businesses ;  also  to  certain  fancy 
stationery  and  printing  businesses  where  stocks  of  fancy 
stationery  and  Christmas  and  New  Year  cards  are  dealt  in, 
while  even  in  the  case  of  the  business  of  furniture  dealers, 
and  of  general  upholsterers,  changes  in  fashion  cause  their 
stock-in-trade  to  depreciate  in  value. 

Group  5,  consisting  of  items  on  the  creditor  side  of  the 
Balance  Sheet  which  can  only  be  realised  assuming  the 
business  to  be  a  going  concwn,  includes  those  items  which 
may  or  may  not  be  assets,  according  to  the  special 
circumstances  surrounding  them. 

In  this  group  is  included  any  amount  which  may  have 
been  paid  for  the  acquisition  of  the  business,  supposing 
the  present  proprietors  of  the  commercial  concern  were 
not  the  original  founders  thereof.  In  the  case  of  a  firm,  the 
goodwill  is  usually  paid  for  in  cash  by  the  new  to  the  old 
proprietors  ;  in  the  case  of  a  company,  it  is  nearly  always 
partly,  if  not  entirely,  acquired  in  exchange  for  shares  in 
the  company,  which  shares  may  be  either  ordinary  or 
preference,  or  a  proportion  of  each.  Occasionally,  but  not 
frequently,  the  vendors  receive  debentures  in  the  com- 
pany ;  but,  as  a  role,  the  purchase-money  is  represented 
entirely  by  shares,  or  by  a  combination  of  shares  and  cash. 

Now,  in  nearly  every  case  the  price  paid  by  a  company 
for  the  goodwill  of  a  commercial  concern  is  very  much 
higher  than  is  usually  paid  to  the  vendors  when  the  busi- 
ness is  sold  to  private  persons.  This  is,  of  course,  only 
natural,  as  in  the  case  of  a  sale  to  private  persons  the  pur- 
chasers, as  a  rule,  intend  in  the  future  to  devote  the  whole 
of  their  time  and  energies  to  the  business,  and  conse- 
quently expect  to  not  merely  receive  a  dividend  or  interest 
un  the  investment  of  their  capital,  which  shareholders  in  a 
company  have  only  the  right  to  expect,  but,  in  addition, 
proper  remuneration  for  the  time  and  ability  they  devote 
to  the  management  of  the  concern  in  which  they  embark 
their  capital. 

It  therefore  follows  that,  as  a  ruJe,  the  amount  taken 
credit  for  in  the  first  Balance  She^of  a  company 
in  respect  of  goodwill  is  [$^tilftd^(gEi@@N^L^^<^ 
possibly  be  obtained  should  the  ccHupany  ^vish  f 
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diipose  of  iL  A  financial  expert,  in  cansideriiig 
this  item,  mtut  regard  it  therefore  as  being,  at  tiie 
outside,  only  of  the  value  placed  upon  it,  assuming  the 
commercial  concern  to  be  continued  as  a  going  concern, 
and  if  the  company  is  paying  resisonable  dividends,  and 
the  Balance  Sheet,  as  far  as  can  be  ascertained,  has  not 
over^valved  llie  assets  and  has  made  due  depreciation  for 
coDtingencies,  or,  in  other  words,  it  has  adequate  reserves, 
the  value  placed  upon  the  item  of  Goodwill  is  practically 
beyond  criticism.  The  goodwill  exists,  and,  having  regard 
to  die  law  on  this  subject,  no  shareholder  or  auditor,  oc 
financial  expert,  has  any  right  to  complain  should  the 
amount  never  be  reduced,  but  stand  as  an  unalterable 
item  on  the  credit  side  of  the  Balance  Sheet.  Should,  how- 
ever, the  company  not  be  paying  fair  dividends,  and  the 
general  ^pearance  of  the  Balance  Sheet  leads  the  financial 
expert  to  believe  it  is  possible  that  the  days  of  the  cmnpany 
are  ntunbered,  then,  in  coming  to  his  conclusions  based  on 
the  result  of  his  criticism,  he  will  naturally  take  the  value 
taken  credit  for  in  the  Balance  Sheet  in  respect  of  goodwill 
into  serious  consideration. 

I  am  also,  of  course,  assuming  that  the  goodwill  stands 
at  the  same  figure  in  the  Balance  Sheet  as  that  paid  in 
either  "  meal  or  malt "  for  its  acquisition  from  the  vendors 
to  the  company,  as,  of  course,  it  would  be  quite  improper 
for  this  to  be  increased  by  any  other  means  than  by  the 
addition  to  it  of  the  price  paid  for  the  acquisition  of 
another  business  to  be  carried  on  in  conjunction  with  that 
originally  puichased. 

As  an  example  of  another  item  which  would  come  under 
this  group  "Work  in  progress"  of  engineering  or  other 
manufacturing  companies  may  be  selected.  If  this  asset  is 
calcolsAed  on  the  proper  basis  of  taking  credit  for  the  cost 
of  materials  purchased  and  wages  expended  thereon,  the 
amount  cannot  properly  be  objected  to  by  a  financial 
expert,  and  not  even  should  a  percentage  of  profit  bearing 
proportion  to  the  profit  expected  to  be  realised  on  the  com- 
pletion of  the  works  be  added.  The  ultimate  realisation  of 
this  asset  depends,  however,  entirely  as  to  whether  the 
conuueccial  concern  is  kept  going  until  the  completion  of 
the  works  referred  to.  Should  anything  occur  to  stop 
the  business,  or  should  anything  happen  to  hinder  the 
progress  of  the  work,  such  as  a  strike  of  the  work- 
men, then,  although  the  business  itself  might  continue, 
this  unforeseen  or  unexpected  event  would  have  to 
be  taken  into  consideration,  and  for  purposes  uf  realisa- 
tion the  asset  may  even  be  worth  nothing  at  all,  or 
only  a  small  percentage  of  the  value  taken  credit  for. 
As  a  further  example,  although  in  a  smaller  degree,  pit 
timber  in  a  mine  can  very  properly  be  taken  credit  for  at 
its  cost  price,  or  at  cost  price  subject  to  depreciation, 
according  to  its  age,  so  long  as  tiie  mine  is  a  going  con« 
cern ;  but  should  the  nine  be  shut  down,  the  value  might 


entirely  disappear,  as  it  may  be  absolutely  not  worth  the 
expense  of  ptilling  out  the  timber,  bringii^  it  to  the 
surface,  and  selling  it  for  firewood. 

What  I  call  the  sixth  group  includes  items  which  are 
absolutely  not  realisable  under  any  circumstances  what- 
ever, but  so  long  as  the  commercial  concern  conies  on 
business  it  may  be  quite  proper  to  include  stich  items  on 
the  credit  side  of  the  Balance  Sheet. 

The  amount  expended  in  odvertiang  a  business,  or  some 
special  article  sold  by  the  oommexcial  concern,  the  benefit 
of  which  expanditnre  it  is  expected  will  continue  beyond 
the  date  up  to  which  the  Balance  Sheet  is  made  up.  may 
very  properly  be  treated  in  suspense,  and  carried  to  the 
credit  side  of  the  Balance  Sheet  after  charging  a  propor- 
tionate part  of  tiia  expenditnxe  against  tiie  Profit  and  Loss 
Account  of  the  period  ended  fay  the  dote  of  the  Balance 
Sheet. 

It  is,  of  course,  a  part  of  the  financial  exprnt's  duty  to 
endeavour  to  ascertain  as  well  as  he  is  able  whether  this 
apportionment  between  capital  and  revenue  has  been 
made  on  a  proper  businesslike  basis.  A  similar  remark 
would  apply  to  a  balance  which  might  appear  on  the  credit 
.side  of  the  Balance  Sheet  in  respect  of  some  unosual 
outlay  on  repairs  to  buildings,  the  benefit  of  which  it  is 
expected  will  be  experienced  over  a  term  of  yean,  and 
which,  it  is  felt,  it  would  be  unfair  to  charge  against  the 
profits  of  the  year  in  which  such  expenditure  had  been 
incurred. 

The  most  unsatisfactory  item  which  can  appear  on  the 
credit  side  of  a  Balance  Sheet,  and  which  certainly  comes 
under  this  group,  is  a  balance  brought  forward  from  the 
Profit  and  Loss  Account,  as  such  an  item  must  necessarily 
represent  a  loss  on  the  trading  of  the  concern  up  to  date, 
subject,  of  course,  to  the  question  as  to  whether  it  is  entirely 
the  result  of  trading,  or  caused  by  any  distribution  which 
may  have  been  made  from  tinw  to  time  to  the  partners 
or  shareholders.  If  the  financial  expnt  is  able  to  obtain 
an  analysis  showing  how  this  balance  has  been  arrived  at 
since  the  establishment  of  the  concern,  it  will,  of  course, 
assist  him  when  arriving  at  his  general  conclusions  based 
nn  his  criticism  of  the  whole  Balance  SheeU 

And  now,  having  classified  the  items  on.  both  sides  of  the 
Balance  Sheet,  the  financial  expert  has  to  exercise  his 
ingenuity  as  to  the  best  way  to  make  use  of  the  material 
he  has  gathered  together.  Should  the  object  of  bis  labours 
be  merely  the  writing  of  an  article  for  a  financial  paper,  be 
will  in  nearly  every  instance  have  to  rely  solely  on  the 
contents  of  the  Balance  Sheet,  with  Uie  assistance,  however, 
ill  most  cases  of  the  Profit  and  Jx)ss  Account,  which,  with 
the  exception  in  the  case  of  the  accounts  of  private  banks 
already  referred  to  by  me,  and  in  a  few  other  instances, 
invariably  accompanies  a'~printed  Baluice  SfiM^  ~He  will 
also,  in  the  case  of  old-established  companies,  probably 
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have  the  advantage  oi  being  able  to  refer  to  both  the  Profit 
and  Loss  Accounts  and  Balance  Sheets  of  the  years 
immediately  precedii^,  and  in  this  case  an  expert  of 
ingennity  and  experience  will  find  many  ways  of  detecting 
any  weak  points  there  may  be  in  the  Balance  Sheet  he  is 
engaged  upon.  In  any  case,  he  will  do  well  to  prepare 
a  Balance  Sheet  for  his  special  porpose  setting  out 
the  items  under  the  headings  or  groaps  I  have  already 
suggested,  and  which  will  in  most  cases  be  quite 
at  variance  with  tfie  actual  Balance  Sheet.  He 
will  thus  be  able,  with  the  assistance  of  the  previous 
Profit  and  Loss  Accounts,  more  particularly  If  these  are 
accompanied  by  Trading  Accounts,  to  ascertain  whether 
the  company  has  been  making  proper  use  of  its  capital  on 
the  one  hand,  or  over-trading  on  the  other ;  whether  the 
stock-in-trade  has  unduly  increased  in  proportion  to  the 
increase  in  the  sales;  or,  if  the  Profit  and  Loss  Account 
is  not  available,  whether  the  amounts  due  by  debtors  are 
higher  in  proportion  to  the  amount  due  to  creditors  than 
they  were,  say,  five  or  six  years  agd. 

It  is,  of  course,  impossible,  without  taking  several 
Balance  Sheets,  grouping  the  items  in  the  way  I  have 
suggested  and  commenting  upon  these  groups  in  detail, 
which  is  impracticable,  in  an  address  of  this  nature  to  do 
more  than  indicate  the  lines  upon  which  criticism  can  be 
conducted  on  the  meagre  information  conveyed  by  printed 
accounts  alone,  but  experience  in  these  matters,  like  in 
evcryUung  else,  is  of  great  advantage- 

If  the  object  the  financial  expert  has  in  view  is  advising 
as  to  whether  it  is  desirable  to  invest  in  the  shares  of  an 
existing  company,  he  will,  of  course,  take  special  note  of 
the  fullowtng  points  amongst  others.  He  should  ascertain 
whether  the  net  profits  for  the  immediate  past  few  years 
have  been  steadily  increasing,  or  the  reverse,  or  whether 
they  have  been  irregular;  also  the  same  as  regards  the 
dividends  actually  paid  to  the  ordinary  sbairdiolders.  The 
percentage  the  gross  profits  for  the  same  years  bear  to  the 
sales  ;  and  also  the  percentage  the  net  profits  bear  to  such 
sales  should  be  taken  into  consideration.  The  term  for 
which  money  has  been  Irat  by  debenture-holders  or  other 
secured  creditors,  and  if  it  has  to  be  paid  off  within  a 
fairly  near  period,  is  of  great  importance,  and  considera- 
tioa  must  be  given  as  to  whether  it  is  likely  arrangements 
caa  be  made  for  the  renewal  of  these  loanj,  and  the  general 
effect  upon  the  business  of  the  concern  should  such  loans 
not  be  renewed.  The  financial  expert  should  ascertain  the 
proportion  the  amount  due  by  the  debtors  bears  to  the  total 
a::nual  sales  of  the  concern,  and  also  form  an  opinion  eis  to 
whether  a  sufficient  amount  of  depreciation  has  been 
allowed  and  charged  against  Revenue  Account  in  respect 
oj  any  wasting  assets.  As  regards  depreciation.  I  am,  of 
coone,  speaking  from  the  bosiness  point  of  view,  without 


any  regard  whatever  to  the  fact  whether  it  might  legally 
not  be  required  to  charge  such  dei^eciation. 

While  on  this  point  I  should  like  to  call  your  attention 
to  the  fact  that  Lee  v.  Neuchdtel  Aspkalle  Company  does  not 
prescribe  that  by  law  conipandes  formed  to  work  wasting 
assets  need  not  charge  in  their  Revenue  Accounts 
depreciation  in  connection  with  these  assets. 

From  the  answers  given  by  students  of  the  English 
Institute  which,  as  a  frequent  examiner  in  the  auditing 
papers,  have  come  under  my  notice  in  the  last  few  years, 
the  majority  appear  to  be  under  this  erroneous  impression. 

The  judgment  of  the  Court  of  Appeal  confirming  the 
decision  of  Mr.  Justice  (subsequently  Lord  Justice)  Stirling 
laid  down  nothing  more  than  this,  that  a  company  formed 
to  acquire  a  wasting  asset,  and  legistered  wiA  memo- 
randum  and  articles  of  association  similar  to  those  of  the 
NeuchAtel  Asphalte  Company,  need  not  set  apart  a  sinking 
fnnd  to  meet  ttie  depreciation  in  flie  value  of  the  wasting 
[HDperty.  It  has  long  been  a  well-known  fact  that  llie 
heading  to  this  decision  in  the  Law  Reports  is  an  incorrect 
one. 

As  soon  as  the  financial  expert  has  formed  his  opinion 
of  the  value  of  the  uncharged  or  free  assets  he  can  then 
address  himself  to  the  important  question  as  to  whether 
these  assets,  as  they  become  available  for  the  discharge  of 
the  liabilities,  will  be  sufficient  in  value  to  do  so,  and 
able,  moreover,  to  discharge  them  at  their  due  dates. 

Many  commercial  concema  with  a  surplus  of  assets  over 
liabilities  have  been  obliged  to  suspend  payment  in  con< 
sequence  of  a  lock  up  of  their  resources ;  and  no  business 
can  be  deemed  to  be  in  a  satisfactory  financial  position 
unless  its  Balance  Sheet  includes  assets  sufficiently  liquid 
to  be  able  to  discharge  all  proper  claims  when  the  time 
for  their  liquidation  arrives. 

The  consideration  of  the  safety  of  the  capital  is,  of 
course,  of  great  importance,  and  this  cem  be  considered 
from  two  ptHnts  of  view.    In  all  commercial  concerns 
capital,  when  once  invested,  can  only  be  Recovered  in  one 
of  two  ways  :  — 
(i)  By  what  is  technically  known  as  "winding-up"  a 
concern — ^namely,  a  realisation  of  the  assets  and  the 
discharge  of  the  liabilities,  Uie  balance  representing, 
either  for  better  or  for  worse,  the  capital  originally 
invested  in  the  concern. 
(3)  By  transfer,  in  which  case  the  owner  of  the  capital 
has  to  find  a  substitute,  which  substitute,  in  the  case 
of  a  single  owner,  can  be  obtained  by  an  absolute 
sale  of  the  business  as  a  going  concern ;  in  the  case 
of  a  partnership,  by  finding  one  or  more  partners  to 
take  the  place  of  the  retiring  partner  L-^id  in  the  £ase 
of  a  public  company  ^gi^d'i^^L^t^O^l^s 
shares.  ^ 
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In  the  first  case  the  financial  expert,  provided  he  has 
been  able  to  obtain  sufficient  information  to  divide  the 
assets  into  the  groups  suggested  by  me,  will  be  able  to  put 
such  a  value  on  the  assets  as  will  enable  him  to  form  an 
approximate  idea  as  to  whether  they  are  able  to  provide 
not  only  for  the  payment  of  the  outside  liabilities,  but  to 
make  good  the  capital  of  the  owners. 

In  the  second  case  he  will  have  to  take  into  considera- 
tion tiie  nature  of  the  business,  the  persons  to  whom  the 
chance  of  acquiring  such  a  business,  or  a  share  in  such  a 
business,  might  appeal,  or  the  market  price  of  the  shares 
of  the  company  owning  the  commercial  concern,  or  of 
other  companies  carrying  on  a  similar  business. 

Should  the  financial  expert's  object  be  the  advising  as 
to  whether  a  commercial  concern  is  suitable  for  conver- 
sion into  a  public  company,  then,  of  course,  he  has  the 
great  advantage  of  being  able  to  call  for  the  fullest 
information  in  respect  of  any  item  in  the  accounts,  and  he 
will  naturally  employ  a  Chartered  Accountant  to  make  the 
investigation  on  his  behalf ;  the  nature,  however,  of  this 
investigation  does  not  fall  within  the  compass  of  this 
paper.  The  financial  expert  would  naturally  Nad  the 
Balance  Sheet  prepared  by  the  Chartered  Accountant  on 
the  lines  indicated  by  me,  and  he  could  give  instructions 
for  the  items  in  the  Balance  Sheet  to  be  grouped  in  a 
manner  similar  to  that  I  have  suggested. 

The  points  just  mentioned  by  me  in  connection  with  the 
criticism  of  the  Balance  Sheet  of  an  existing  company 
would  arise,  while  in  addition  the  financial  expert  would 
have  to  take  into  consideration  as  to  the  best  course  to 
adopt  to  replace  the  capital  nf  the  present  partners  in 
the  concern  by  capital  tu  be  supplied  by  the  subscribers  to 
the  new  company. 

I  now  come  to  the  second  part  of  my  paper,  with  which  I 
shall  not  occupy  you  at  any  great  length—"  How  to  read  a 
"  Balance  Sheet  of  a  commercial  concern  from  an  auditor's 
"  point  of  view  in  respect  of  clear  stating." 

Now,  from  an  auditor's  point  of  view,  very  few  Balance 
Sheets  are  presented  to  htm  as  prepared  by  the  officials  of  a 
company  which  can  be  said  to  be  clearly  stated.  That  is  to 
say,  so  clearly  set  out  that  anyone  not  experienced  in  accounts, 
as  are  the  majority  of  shareholders,  can  fully  comprehend 
them.  The  officials  of  the  company  who  prepare  them 
uoderstuid  them,  the  directors  sometimes  do  bat  very 
frequently  do  not,  and  the  auditors,  when  Chartered  Accoun- 
tants, are  eventually  able  to  do  so,  but  the  shareholders,  for 
whom  they  are  specially  designed,  are  as  a  rule  quite 
unable  to  comprehend  them. 

Commencing  as  before  with  the  debtor  side  of  the  Balance 
Sheet,  and  taking  as  the  first  item  the  Creditors,  it  is  very 
seldom  expressed  clearly  on  the  face  of  a  Balance  Sheet  in 
the  case  of  secured  creditors  the  real  extent  to  which  such 
creditors  are  secured.   When  the  creditorsare  fully  secured 


the  amount  due  to  them  ought  not  to  be  set  out  on  the  debtor 

^de  of  the  Balance  Sheet  at  all,  either  in  strictly  accurate 
accounting  or  as  a  matter  of  clear  stating,  but  the  amount 
due  to  them  should  be  deducted  from  the  value  set  out  on 
the  creditor  side  of  the  Balance  Sheet  as  being  the  value  of 
the  property  pledged  to  meet  this  indebtedness,  and  only  the 
balance  or  surplus  brought  forward  should  be  inserted  and 
included  in  the  total  on  the  creditor  side.  This  surplus  would 
then  represent  the  balance  avail  ibie  to  meet  the  claims  of 
the  other  creditors  of  the  company  after  the  claims  of  those 
who  hold  it  as  security  have  been  disposed  of.  The  majority 
of  shareholders  and  creditors  are  usually  under  the  impression 
that  the  total  value  of  the  assets  as  set  out  in  the  Balance 
Sheet  are  available  for  the  payment  of  debts  generally,  and 
the  present  system  of  stating  Balance  Sheets  tends  to  foster 
this  belief. 

In  the  same  way,  when  creditors  are  partly  secured,  the 
amount  due  to  these  creditors  should  not  be  set  out  in  the  total 
column  on  the  debtor  side  of  the  Balance  Sheet,  but  should 
be  entered  short,  and  there  should  be  deducted  therefrom  the 
value  of  the  asset  they  hold  as  security,  bringing  out  the 
balance  amongst  the  real  liabilities  of  the  company  to  be 
satisfied  out  of  the  free  assets.  As  a  consequence,  the  assets 
hypothecated  to  these  partly  secured  creditors  would  be 
removed  from  the  creditor  side  of  the  Balance  Sheet  and  not 
deceive  shareholder  and  creditors  into  believing  they  are 
available  for  payment  of  ordinary  unsecured  debts. 

It  must  not  be  understood  from  these  remarks  that  I  am 
in  any  way  advocating  that  the  Balance  Sheet  of  a  company 
should  be  prepared  on  the  footing  of  what  is  known  as  a 
"  statement  of  afiiEurs."  I  am  not  suggesting  any  alteration 
in  the  value  to  be  put  on  these  assets  different  to  what  would 
appear  in  a  Balance  Sheet  presented  in  the  ordinary  existing 
form,  but  1  consider  that  if  where  a  Balance  Sheet  can  be 
prepared  on  the  lines  indicated  as  regirds  secured  and 
partly  secured  creditors  it  must  be,  from  a  professional 
accountant's  point  of  view,  stated  in  a  much  clearer  manner 
than  one  prepared  on  the  method  now  prevailing,  and 
certainly  in  a  form  which  can  be  better  understood  by 
persons  who  are  asked  to  give  credit  to  a  company,  as  also 
to  the  shareholders. 

The  great  difficulty  in  the  way  of  carrying  out  this  idea  at 
once  presents  itself  when  stating  a  Balance  Sheet  of  a 
company  where  a  gmeral  floating  charge  over  all  the  assets 
has  been  given  to  debenture-holders.  Under  such  circum- 
stances it  appears  to  me  that  the  ordinary  form  of  merely 
setting  out  the  total  liabilities  on  the  one  side  and  the  total 
assets  on  the  other  must  continue,  with  a  note  placed 
against  each  asset  callit^;  attention  to  the  fact  that  it  is 
subject  to  this  floating  charge.  If  this  be  done,  unsecured 
creditors,  as  well  as  the  shareholders,  will  clearly  see  the 
financial  position.  CjOOQ 

Another  item  in  a  Balaifce  ShM^^  connecuSLwlth  the 


October  27,  1906.  THE    ACCOUNTANT  523 


share  capital  which,  in  my  opinion,  onght  to  be  much  more 
cleirly  stated  than  is  the  present  custom,  is  "Calls  in 
arrear."  From  the  moment  a  call  upon  a  shareholder 
becomes  payable  it  is  as  mudi  a  debt  due  from  the  share- 
bolder  as  is  a  debt  due  from  a  customer  of  a  company  for 
goods  sold  ;  and  consequently  any  calls  in  arrear  at  the  date 
of  the  Balance  Sheet  should  be  inserted  under  a  separate 
beading  oa  the  credit  side  of  the  Balance  Sheet,  and  not  be 
dealt  with,  as  Is  tlw  present  custom,  under  the  heading  of 
share  capital  on  the  debtor  side.  Any  amount  deducted  on 
the  credit  side  of  a  Balance  Sheet  from  the  balances  due 
from  debtors  in  respect  of  an  allowance  for  loss  likely  to 
arise  on  the  realisation  of  these  debts  should,  as  a  matter  of 
clear  stating,  be  shown  as  a  deduction  on  the  face  of  the 
Balance  Sheet,  as  should  any  depreciation  on  each  of  the 
assets— such  as  on  leaseholds,  plant  and  machinery,  and 
investments.  It  is  also  advisable,  as  a  matter  of  clear 
stating,  that  the  investments  on  the  credit  side  of  a  BaUnce 
Sheet  should  be  divided  into  groups,  and  for  this  purpose 
the  division  given  in  the  second  schedule  to  the  form  of 
annual  accounts  prescribed  by  the  Life  Assurance  Com- 
panies Act,  1S70,  might  be  followed.  The  special  heading 
"  Loans  {if  any)  made  upon  personal  security,"  which  occnrs 
in  this  schedule,  might  well  be  made  compulsory  in  the 
Balance  Sheet  of  every  company. 

While  referring  (o  the  I^tCe  Assurance  Companies  Act, 
1870,  although  not  bearing  on  the  Balance  Sheet,  to 
which  statement  this  paper  is  practically  confined,  I 
think  most  Chartered  Accountants  will  agree  with  me 
that  the  first  schedule  to  the  form  of  annual  accounts 
prescribed  by  the  Act  would  be  very  much  improved 
if  the  first  entry  on  the  income  side — namely,  the  *'  amount 
of  funds  at  the  banning  of  the  year,"  and  the  last  entry 
oa  the  expenditure  side,  "amount  of  funds  at  the  end  of 
the  year  as  per  second  schedule, ' '  were  eliminated  and  placed 
at  the  foot  of  the  account,  forming  a  second  part.  If  this 
were  done  the  result  of  the  business  of  the  year  would 
be  clearly  shown,  which  at  present  is  not  done,  and  the 
balanM  wonld  be  Ivonght  down  as  a  separate  item  into  this 
second  part  which  I  have  suggested. 

When  a  company  has  carried  on  business  at  a  loss  it  is 
very  seldom  the  custom  for  the  adverse  balance  to  be  clearly 
stated  on  the  face  of  the  Balance  Sheet.  There  frequently 
appears  on  the  credit  side  of  a  Jlalance  Sheet  an  item  such 
as  "  frofit  and  Lots — Balance  brought  forward,"  or 
"  Balance  trassferred  from  Profit  and  Loss  Account,"  or 
some  soch  beading,  whereas  there  ought  clearly  to  be  set 
out  "  Loss  on  trading  for  the  year  as  per  Profit  and  Loss 
Account,"  or  "  Loss  to  date  on  the  Trading,"  or  words  to  the 
same  effect. 

I  have  already  referred  to  the  practice  of  describing  the 
faalaace  at  the  bankers  as  "  cash  at  the  bankers,"  and  need 
not  make  any  fnrtlier  reference  thereto. 


The  method  of  arriving  at  the  valne  placed  on  invest- 
ments and  stocA-in-trade  should  be  clearly  set  out  on  the 
face  of  the  Balance  Sheet  under  the  beading  of  these  assets, 
and  under  no  circumstances  should  the  expression  **  cost 
price  "  be  placed  against  either  without  any  further  obser- 
vation should  the  value  at  the  date  of  the  Balance  Sheet  be 
known  to  be  lower  in  amount. 

In  these  remarks  of  mine  with  reference  to  suggested 
improvements  In  connection  with  the  clear  stating  of  a 
Balance  Sheet,  it  must,  of  course,  be  understood  that  I  am 
referring  to  those  companies  the  shareholders  of  which 
would  not  be  injured  in  any  way  by  a  full  publication  of 
facts  connected  with  the  business  carried  on  by  their 
company. 

The  facilities  which  joint-stock  enteiprise  afford  have  during 
the  last  few  years  been  extended  so  as  to  embrace  classes  of 
enterprise  which  were  certainly  never  contemplated  when 
the  Companies  Act,  1862,  was  conndered  tn  Parliament,  and 
became  law.  Many  companies  are  now  in  existence  whose 
directors  claim,  and  very  properly  claim,  that  it  is  very 
undesirable  to  give  full  information  to  shareholders,  on  the 
ground  that  such  information  could  not  necessarily  be  con- 
fined to  Bhar«ho)ders,  but  would  become  known  to  thdr 
competitors  in  trade.  It  is  beside  the  mark  to  say  now  that 
enterprises  of  this  nature  are  not  suitable  for  public  com- 
panies, and  that  if  owned  by  public  companies  the  directors 
must  submit  to  certain  regulations  in  connection  with  the 
published  accounts.  1  think  it  may  be  taken  that  l^slation 
will  not  attempt  to  prescribe  what  buuness  may,  or  may 
not,  be  managed  by  a  company,  and  if  the  directors  of  a 
company  decide  that  it  is  inexpedient  in  the  interests  of  the 
shareholders  to  publish  Profit  and  I.0&S  Accounts,  or  even 
full  Balance  Sheets,  and  the  shweholders  support  them  in 
that  view,  they  will  not  be  interfered  with.  Legislation 
nowadays  is  necessarily  conducted  on  much  broader  lines 
than  in  times  gone  by,  and  any  attempt  to  curtail  the 
freedom  of  action  by  directors,  who  are  supported  by  share- 
holders in  connection  with  the  published  accounts  of  com- 
panies, would  necessarily  tend  to  place  such  of  our  commerce 
as  may  be  conducted  by  these  companies  at  a  disadvantage 
with  foreign  competitors.  This  is  not  likely  to  happen,  but 
at  the  same  time,  when  shareholders  at  annual  meetings  are 
refused  by  directors  information,  on  the  gronnds  just  referred 
to,  they  should  not  accept  this  refusal  without  satisfying 
themselves  there  is  a  real  danger  in  the  publication  of  the 
information. 

The  question  of  whether  or  no  Secret  Reserves  are 
justifiable  is  one  which  always  provokes  much  con- 
troversy. Speaking  from  the  point  of  view  of  an 
auditor  whose  interests  are  to  prewqre  and  maintain 
a  company  in  a  sound  po^i^dmi^^^^^m^tad 
whose  Interests  in  tills  impatit  are  Iherefore  idefmcal  with 
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those  of  shardiolders  who  are  investors  In  the  company, 
I  am  stnmgly  in  favour  of  Secrot  Reserves.  It 
is  not  for  directors  or  auditors  to  specially  consider  the 
interests  of  shareholders  who  hold  sharee  for  a  short  period 
merely  for  the  purpose  of  getting  as  much  as  they  can  out  of 
the  company  before  they  transfer  their  interest,  or  in  other 
words,  although  not  necessarily  in  an  invidious  sense,  are 
merely  gamblers  in  the  company's  shares.  Secret  reserves, 
when  made  honestly  by  a  board  of  directors  for  the  purpose 
of  maintainiog  a  company  as  a  permanent  institution,  are 
of  the  greatest  possible  protection  to  the  shareholders. 

It  is  trae  that  in  the  last  few  months  one  of  the  English 
Jodges  spedally  versed  in  company  law  has  decided  that 
xesolations  passed  by  a  company  to  alter  the  articles  of 

association  by  inserting  a  provision  that  the  directors  may 
set  aside  out  of  profits  (without  disclosing  the  £act)  sums  to 
form  an  internal  reserve  fund,  that  these  sums  need  not 
be  shown  in  or  disclosed  in  the  Balance  Sheet,  and  that  no 
information  need  be  given  to  the  shareholders  as  to  their 
amount,  investment,  or  application  ;  that  the  directors  may 
invest  this  reserve  as  they  think  fit,  without  being  liable  for  loss 
In  consequence  of  such  investment ;  that  th^  may  apply  it 
for  any  purposes  which  they  consider  wo^ld  advance  the 
interest  of  the  company  ;  and  that,  while  the  particulars  as  to 
this  fund  were  to  be  disclosed  to  the  auditors,  it  was  to  be  the 
auditors'  duty  not  to  disclose  any  information  with  regard 
to  it  to  the  shareholders  or  otherwise,  are  lUtra  vires  as  being 
inconsistent  with  the  obligation  imposed  upon  auditors  by 
Section  23  of  the  Companies  Act,  1900. 

In  tiw  face  of  this  deddon,  which  seems  so  clear  as  a  pure 
matter  of  law  that  it  is  snrprisiog  that  anyone  conid  have 
expected  any  other,  I  still  maintain  that,  as  a  matter  of 
business  prudence,  secret  reserves  are  desirable  in  the 
interests  of  shareholders  and  creditors,  but  always  coupled 
with  the  stipulation  that  a  reserve  of  this  kind  must  be 
created  with  a  bonft  fitU  Intention,  and  not  for  the  purpose  of 
any  Stock  Exchange  transactions  or  with  any  improper 
intent. 

I  trust  that  in  the  remarks  I  have  addressed  to  you 
I  have  carried  out  the  intention  of  your  committee  when 
they  forwarded  me  the  title  of  the  paper  they  wished  me  to 
read  to  you  this  evening.  I  feel  that  many  of  my  remarks 
approach  somewhat  more  of  the  theoretical  than  the 
practical,  but  I  trust  you  will  think  the  subjects  touched 
upon  are  all  worth  ventilation.  The  main  object  of 
an  address  to  students  is  not  solely  to  lay  down  hard  and  fast 
lines  of  conduct,  but  to  give  them  the  benefit  of  the  lecturer's 
experience  acquired  by  him  in  the  practice  of  the  profession 
they  are  hoping  to  enter,  and  afibrd  them  subjects  for 
thoi^hti  ud  p«rbi^  lor  snbeeqnent  disensalon. 


FttnoiftL 

Mesffs.,Mo(wes,  Carson  &  Watson,  Chartered  Accoun- 
tants and  Stockbrokers,  209  West  George  Street,  Gla^ow, 
have  assumed  as  partners  Mr.  D.  S.  Carson,  Jnnr.,  C.A. 
(son  of  their  present  partner),  and  Mr.  William  F.  Andrew, 
C.A.,  both  of  whom  have  been  admitted  to  membership  of 
the  Stock  Exchange.  The  business  will  be  continued  onder 
the  present  firm  name. 

Mr.  Richard  Alfred  Murdoch  has  retired  as  at  12th 
Octobw  from  the  &m  of  Anld  &  MacEwan,  Accountants 
and  Stocklvokras,  34  St.  Vincent  Place,  Glaq;ow.  Mr. 
Andrew  MacEwan  and  Mr.  William  Anld.  C.A.,  the 
remaining  partners,  will  continue  the  business  under  the 
same  firm  name  at  the  same  address,  and  will  discharge  the 
liabilities.  Mr.  Richard  A.  Murdoch  will  carry' on  business 
as  dh  accountant  and  stockbroker,  in  his  own  name  and  for 
his  own  behoof,  at  i  Gresham  Chambers,  45  West  Nile 
Street,  Glasgow. 

Messrs.  John  Mann  &  Son  announce  that  they  have 
assumed  as  a  partner  Mr.  Harold  Godfrey  Judd,  Chartered 
Accoimtant. 


personal. 

Messrs.  Hbrbbrt  Vigbrs;  &  Wall  announce  that  they 
have  removed  to  36  ft  37  King  Street,  Che^iside,  London, 
E.G.,  not  Queen  Street,  as  stated  in  ours  of  the  13th  inst. 
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XeaMng  articles. 


Tlie  Incorporated  Accountants*  Congnsa. — II. 

'PHE  paper  read  by  Mr.  Harry  L.  Price, 
Vice-President,  oa  Bankruptcy  Reform, 
deals  with  a  subj  ect  which  has  already 
received  its  due  share  of  attention  in  these 
columns  and  is  now  being  considered  by 
a  Departmental  Committee,  whose  report  we 
shall  have  to  comment  upon  in  due  course. 
We  do  npt,  therefore,  propose  to  deal  jjrith 


626 


THE    ACCOUNTANT  November  3,  1906. 


this  paper  at  length  at  the  fvcsent  time; 
but,  inasmuch  as  it  refers  to  several  points 
of  considerable  importance,  some  comment 
seems  desirable. 

The  lecturer  points  out  very  properly  that  in 
adequately  dealing  with  this  problem  of  com- 
mercial insolvency  the  Legislature  has  not  only 
to  safeguard  the  respective  rights  of  creditors  to 
so  manage  their  affairs  that  the  largest  possible 
dividend  may  be  recovered  from  the  estate 
of  an  insolvent  debtor,  but  must  see  that 
the  rights  of  the  community  are  as  far  as 
possible  protected  against  loss  arising  from  the 
insolvency  of  their  debtors.  To  these  conflict- 
ing rights,  which  are  responsible  for  the  wide 
fluctuations  of  legislative  endeavour  in  the  past, 
may  be  added  a  third — namely,  the  equitable 
rights  of  the  debtor  who  has  suffered  financial 
shipwreck  to  be  allowed  to  escape,  on  condition 
that  he  surrenders  all  his  property — provided,  of 
course,  that  he  has  committed  no  crime.  Each 
one  of  these  three  aspects  might  be  readily 
catered  for  if  it  stood  alone.  It  is  their 
essentially  antagonistic  claims  that  make  the 
difficulty  in  connection  with  all  matters  of 
bankruptcy  procedure. 

Undoubtedly  the  aim  of  the  Acts  of  1883  and 
1890  was  to  discourage  an  undesirable  amount 
of  irresponsibility  on  the  part  of  speculative 
debtors  by  refusing,  or  suspending,  their 
discharge  in  all  cases  of  bad  failures.  It  has 
been  abundantly  shown,  however,  that  these 
provisions,  while  intended  in  the  interests  of 
creditors  and  of  the  community  generally,  have 
not  always  had  the  desired  effect.  The  small 
percentage  of  bankrupts  who  apply  for  their 
discharge  and  the  very  large  number  of  undis- 
charged bankrupts  at  present  resident  in  this 
country  (estimated  at  no  less  than  fifty 
housand)  shows  that,  in  the  vast  majority  of 


cases  at  least,  non-discharge  causes  no  practical 
inconvenience  to  the  debtor.  The  persons 
who  are  inconvenienced  are  those  who  may 
give  credit  to  the  undischarged  bankrupt  with- 
out a  knowledge  of  the  facts,  and  who  under 
the  existing  law  are  deprived  of  all  po^ibilit}' 
of  recovering  anything  out  of  the  second  bank- 
ruptcy until  the  creditors  in  the  first  failure 
have  received  twenty  shillings  in  the  £  and 
4  per  cent,  interest  on  their  claims.  This  in 
effect  means  that  they  stand  to  gain  nothing 
by  proceeding  against  an  undischarged  bank- 
rupt, and  thus  these  unscrupulous  debtors 
become  for  all  practical  purposes  bankrupt- 
proof— a  position  which  affords  them  many 
substantial  advantages  as  compared  with  a 
mere  discharge.  They  are,  of  course,  liable  to 
be  proceeded  against  for  obtaining  credit  for 
£20  or  more  from  any  one  person,  but  this  is 
a  liability  that  does  not  seriously  disturb  them 
in  the  majority  of  cases,  in  that  it  is  extremely 
rare  for  conviction  to  follow  such  a  prosecu- 
tion. We  do  not  agree  with  Mr.  Price  that 
it  would  be  desirable  to  compel  undischarged 
bankrupts  to  clearly  state  their  position  upon 
every  document  issued  by  them,  or  connected 
even  remotely  with  the  obtaining  of  credit,  for 
we  consider  such  a  provision  would  be  imprac- 
ticable. What  we  think  is  required  to  meet 
the  justice  of  cases  of  this  description  is  that 
in  the  event  of  more  than  one  bankruptcy  the 
available  assets  should  be  distributed  in  the 
first  instance  among  the  creditors  in  the  latest 
bankruptcy, and  so  on  backwards;  instead  of,  as 
under  the  existing  procedure,  the  creditoi^  in 
the  first  failure  having  the  prior  claim.  As 
against  the  debtor  they  may  equitably  claim 
after-acquired  property  so  long  as  the  bankrupt 
remains  undischarged,  but  with  regard  to 
creditors    in    sucq^^y^  by^^^^j^ilc  the 
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equities  are,  we  think,  entirely  the  other  way 
about. 

On  the  subject  of  private  arrangements  Mr. 
Price  has  not  apparently  very  much  to  say 
that  is  new.  It  occurs  to  us,  however,  to 
mention  here  a  point  that  seems  to  have  been 
hitherto  overlooked — namely,  the  position  of 
those  who  have  become  creditors  of  a  debtor 
after  knowledge  of  an  act  of  bankruptcy.  At 
the  present  time  they  are  debarred  from  prov- 
ing against  the  estate,  and  the  practical  effect 
of  this  seems  to  be  that,  in  the  event  of 
the  assets  subsequently  realising  more  than 
twenty  shillings  in  the  pound  and  interest,  the 
surplus  is  handed  back  to  the  bankrupt,  and 
the  creditors  having  dealings  with  the  bankrupt 
after  knowledge  of  an  act  of  bankruptcy  are 
left  entirely  out  in  the  cold.  This  would  be 
sufficiently  inequitable  in  ordinary  commercial 
cases,  but  it  &lls  exceptionally  hardly  upon 
members  of  the  profession  who  may  have  acted 
as  trustees  under  deeds  of  assignment,  and,  as 
such,  have  been  afterwards  called  upon  to 
account  to  trustees  in  subsequent  bank- 
ruptcies for  moneys  received  by  them,  without 
being  allowed  to  take  credit  for  payments 
properly  made  in  the  ordinary  course.  How- 
ever opinions  may  be  divided  as  to  the  right  of 
a  trustee  in  bankruptcy  to  treat  the  trustee 
under  a  deed  of  arrangement  as  a  trespasser, 
there  can,  it  seems  to  us,  be  no  question  as  to 
the  equitable  right  of  that  trustee  to  be  paid 
his  out-of- pockets  and  reasonable  remuneration 
out  of  any  surplus  that  may  be  available  after 
all  claims  in  the  bankruptcy  have  been  paid  in 
faU. 

In  the  course  of  the  discussion  that  followed 
this  paper  Mr.  C.  F.  Sharp  suggested  that  in 
connection  with  deeds  of  arrangement  all 
solicitors'  costs  should  be  taxed.   Such  taxa- 


tion would  doubtless  relieve  the  trustee  from 
the  discharge  of  an  unpleasant  duty,  but  it  is 
extremely  open  to  question  whether  the  costs 
would  suffer  any  diminution  in  consequence.  So 
long  as  a  solicitor  employs  a  competent  costs 
clerk,  we  have  not  observed  that  he  experiences 
any  difficulty  in  securing,  upon  taxation,  a  very 
ample  payment  for  services  rendered  by  him  to 
trustees  in  bankruptcy ;  indeed,  there  are,  we 
believe,  few  branches  of  solicitors'  work  that 
are  more  lucrative.  Thus  taxation  per  se  can 
hardly  be  said  to  produce  economy. 

Mr.  H.  K.  SiBsoN  gave  utterance  to  a  view 
which  is,  we  believe,  widely  entertained  among 
creditors,  but  is,  for  all  that,  absolutely  unten- 
able— namely,  that  trade  creditors,  as  such, 
have  a  right  to  be  considered  before  cash 
creditors.  Prior  to  the  passing  of  the  Money- 
lending  Act  there  were  no  doubt  good  reasons 
for  assuming  that  the  claims  of  money-lenders 
included  an  enormous  loading  for  interest,  and 
that  it  was  therefore  quite  conceivable  for  a 
money-lender  to  take  (say)  five  shillings  in  the 
pound  on  his  claim,  and  yet  make  a  profit. 
AH  that  has  now  been  altered,  and  it  must  be 
borne  in  mind  not  merely  that  money  borrowed 
from  money-lenders  at  a  quite  reasonable  rate 
of  interest  now  generally  finds  its  way  into 
trade  creditors'  pockets,  and  thus  reduces  their 
losses,  but  further  that  the  terms  "  cash  credi- 
tors "  and  "  money-lenders  *'  are  by  no  means 
interchangeable.  In  a  great  many  cases 
members  of  a  debtor's  family  have  advanced 
him  money  at  little  or  no  interest  to  enable  him 
to  caity  on  business.  Such  advances  are  all 
to  the  advantage  of  trade  creditors,  and  there 
is  certainly  no  reason  why  a  man  who  loses 
hard  cash  through  the  insolvency  of  a  debtor 
should  be  regarded  as  less  deserving  of 
synfpathy  or  consideratiouy  Vtbdd0^4Cwho 
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merely  loses  goods  which  have  been  charged 
ap  to  the  debtor  at  an  inflated  price  to  cover  a 
trading  profit. 

It  may,  of  course,  be  said,  and  ofttimes  very 
properly,  that  cash  creditors'  claims  require 
very  careful  investigation;  but  the  trustee  who 
desires  to  perform  his  duty  would  be  well- 
advised  to  make  equally  careful  inquiry  into 
the  claims  of  trade  creditofs,  for  cases  are  by 
no  means  so  infrequent  as  they  should  be  in 
which,  upon  the  eve  of  bankruptcy,  a  debtor 
has  been  induced  to  return  large  parcels  of 
goods  to  a  &voured  creditor  in  order  to  reduce 
his  loss.  It  is  important,  therefore,  that,  by 
whomsoever  appointed,  the  trustee  should 
occupy  such  a  position  as  will  enable  him 
to  act  independently,  and  without  fear  or 
favour ;  and  the  very  common  practice  among 
trade  creditors  of  supporting  the  nominee  of 
the  largest  trade  creditor  only  secures  this  end 
if  that  nominee  be  a  professional  accountant 
whose  position  and  repute  are  beyond  question. 

At  the  banquet  held  at  the  Whitehall  Rooms 
on  the  conclusion  of  the  Conference,  when  the 
President,  Mr.  W.  G.  Rayner,  again  presided, 
there  were  a  large  number  of  influential  guests, 
a  complete  list  of  which  appeared  in  our  issue 
of  the  13th  ult.  We  are  very  glad  to  ob^rve 
that  these  included  the  Presidents  of  the  Insti- 
tute of  Chartered  Accountants  and  of  the 
Edinburgh  Chartered  Society — facts  which 
speak  for  themselves,  as  showing  that  the 
Society  of  Accountants  and  Auditors,  having 
DOW  come  into  its  majority,  has  succeeded  in 
securing  a  measure  of  recognition  from  the 
older  Societies  which  places  it  in  a  more 
assured  position,  which  can  hardly  fail  to  pave  the 
way  for  some  reasonable  scheme  of  registration 
for  the  profession  as  a  whole  in  the  near  future. 
We  cannot,  however,  too  often  draw  attention 


to  the  fact  that  there  are  other  still  younger 
associations  of  accountants  now  in  the  field 
which,  if  inconsiderable  in  themselves,  yet 
place  difficulties  in  the  way  of  any  desirable 
scheme  of  registration;  and  the  longer  the 
problem  is  shelved,  the  greater  in  the  nature 
of  things  will  these  difliculties  become,  as  these 
numerous  Societies  multiply  and  their  mem- 
bership increases. 


The  Interpretation  of  Les^al  Decisions. 

^pHE  decision  of  the  Court  of  Appeal  in  In  re 
Gorringe  (1906,  a  Ch.  341);  dealing  as  it 
does  with  the  construction  of  wills  and  the 
ascertainment  of  classes  of  beneficiaries  where 
some  of  the  children  of  the  testator  are  already 
dead  at  the  date  of  the  will,  is  not  one  that  has 
any  very  direct  or  special  interest  for  our  readers. 
They  are  mostly  concerned  with  decisions 
afl^ecting  the  estates  of  deceased  persons 
as  to  matters  of  account  arising  there- 
out ;  but  the  utterances  of  Lord  Justice 
RoMER  (who  dissented  from  the  judgment  of 
the  majority,  consisting  of  Vaughan-Williams 
and  MouLTON,  L.JJ.)  give  rise  to  some  reflec- 
tions that  cannot  fail  to  be  of  considerable 
value  to  the  intelligent  laymen  who  may  from 
time  to  time  seek  guidance  from  the  judgments 
delivered  in  past  cases. 

As  has  already  been  indicated,  the  point 
before  the  Courts  in  this  case  was  entirely  one 
as  to  the  construction  of  the  will  in  question. 
And  although  in  connection  with  wills  it  is  the 
true  construction  of  the  words  employed  that  of 
necessity  has  to  prevail,  rather  than  the  inten- 
tion of  the  testator  (inasmuch  as  naturally  no 
direct  evidence  is  available  on  the  subject  of  his 
intentions),  the  consideratioi^  that  Lord  Justice 
RoMER  applied  are  aj  lea^  e@^^-^|^ble 
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to  the  layman  who  is  desirous  of  deducing 
general  principles  from  legal  decisions,  in  that 
he  also  has  no  opportunity,  other  than  that  to 
be  derived  from  the  report  before  him,,  of  ascer- 
taining what  vf&s  really  passing  in  the  minds  of 
those  whose  views  or  intentions  he  is  desirous 
of  ascertaining.  His  Lordship's  recipe  for  the 
construction  of  such  documents  is  to  read  the 
document  itself  carefully  before  referring  to  any 
authorities,  and  to  see  whether,  apart  from 
those  authorities,  the  meaning  of  the  compiler  of 
the  document  can  be  ascertained.  "  Of  course," 
his  Lordship  added,  "  I  must  bring  in  aid  all 
"  those  rules  of  law  and  construction  which  the 
"  authorities  have  laid  down ;  but  if,  in  doing  so, 
"  and  construing  the  will  for  myself,  I  come  to 
"  one  conclusion,  I  do  not  think  it  a  wise  or  a 
'*  right  thing  to  attempt  to  construe  one  will — a 
"  will  like  this — by  the  determination  put  by  a 
"Judge  on  another  will,  merely  because  the 
"  other  will  is  something  like  the  present." 

From  this  we  may  gather  that  where  words 
suggest  an  obvicus  and  reasonable  meaning 
taken  in  themselves,  that  natural  meaning  is 
to  be  preferred  rather  than  an  artificial  or 
purely  technical  meaning  that  may  be 
suggested  by  a  study  of  previous  authorities. 
And  if  the  document  that  it  has  been  sought  to 
construe  has  been  prepared  by  a  layman,  there 
is,  no  doubt,  much  to  be  said  in  favour  of  this 
method  of  procedure,  in  that  the  layman  will, 
in  the  nature  of  things,  in  all  probability  be 
ignorant  of  the  precise  effect  of  all  recorded 
decisions  bearing  upon  the  matter,  and  there- 
fore most  likely  to  express  his  views  in  natural 
and  non-technical  form.  Another  reason  that 
might  be  advanced  in  favour  of  Lord  Justice 
Romer's  modus  operandi  is  that,  even  in  such  a 
matter  as  the  construction  of  wills,  where  the 
meaniDg  of  the  words  is  supposed  to  prevail 


over  the  intention  of  the  testator,  and  a  fortiori 
in  the  construction  of  documents  that  are  more 
liberally  construed  by  the  Courts,  outside 
circumstances  are  not  altogether  without  their 
effect  upon  the  minds  of  the  Judges;  as,  for 
instance,  in  In  re  Gorringe,  where  his  Lordship, 
referring  to  the  decision  of  y ice- Chancellor 
KiNDERSLEY  in  Loritig  v.  Thomas^  referred  to 
the  disinclination  of  the  Courts  to  exclude  the 
child  of  a  deceased  child.  In  the  majority  of 
cases  there  is  a  more  or  less  marked  disinclina- 
tion upon  the  part  of  the  Courts  to  decide  in 
one  particular  direction,  if  only  they  can  find  a 
good  reason  for  holding  the  contrary.  But  this 
unacknowledged  bias  may  be  quite  inoperati\e 
in  another  case  to  which  it  is  sought  to  apply 
the  same  decision,  and  it  is,  we  think,  due  to 
this  circumstance  that  the  layman  of  average 
intelligence  and  deductive  powers  finds  the 
greatest  difficulty  in  foretelling  what  the 
decision  of  the  Courts  will  be  in  any  case  from 
a  careful  study  of  the  authorities.  The  Courts 
allow  for  this  unacknowledged  bias,  and  decide 
accordingly  if  their  previous  decisions — primA 
fade  given  under  almost  identical  conditions 
— are  or  are  not  to  apply,  whereas  the 
layman,  particularly  if  he  is  working  from  a 
condensed  report,  is  unable  to  make  the  same 
allowance.  For  instance,  in  connection  with 
apparently  conflicting  decisions  of  the  Courts 
with  regard  to  the  question  of  what  are 
divisible  profits,  we  think  it  would  be  found 
that  what  we  have  called  the  "unacknowledged 
bias  "  is  in  all  cases  more  or  less  evident,  and 
takes  the  form  of  a  marked  disinclination  to 
interfere  with  the  existing  condition  of  afDairs 
unless  such  interference  appears  to  be  neces- 
sary in  the  public  interest.  And  it  is  to  this 
disinclination  we  attribute  the  confiicting  and 
often  unsound  reasoo^itittay  £i^(B$weput 
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forward  in  support  of  the  judgment  given — as, 
for  instance,  in  the  case  of  Bond  v.  The  Barrow 
Hamatitc  Steel  Company,  Lim.,  where  Mr.  (now 
Lord)  Justice  Farwell  held  that  a  mine 
owned  by  a  smelting  company  was  a  floating 
asset.  If  upon  that  ground  alone  anyone  were 
to  assume  that  a  mine  owned  by  a  smelting 
company,  or  any  similar  company,  was  in  all 
cases  to  be  regarded  as  a  floating  asset,  and  to 
be  treated  in  accounts  accordingly,  he  would 
speedily  arrive  at  conclusions  in  which  the 
Courts,  however  inconsistent  it  might  appear, 
would  not  uphold  him,  because  the  unacknow- 
ledged bias  to  regard  them  as  floating  assets 
would  be  absent. 

But,  to  return  to  the  decision  in  In  re 
Gorringe,  while  we  regard  Lord  Justice 
Romer's  view  as  most  helpful  for  general 
purposes,  we  cannot  but  think  that  in  this  par- 
ticular instance  he  was  in  the  wrong  as  well  as 
in  the  minority.  Assuming  the  will  in  question 
to  have  been  drawn  up  by  a  lawyer  (which 
from  the  report  before  us  seems  an  entirely 
reasonable  assumption),  we  very  much  ques- 
tion whether  it  is  ever  wise  or  right  to 
invariably  adopt  the  natural  as  opposed  to 
the  technical  construction  of  the  sentences 
employed.  Wills  drawn  by  lawyers  are,  it 
seems  to  us,  rarely  (if  ever)  constructed  of 
natural  sentences.  They  are  rather  a  collec- 
tion of  phrases,  the  exact  meaning  of  which 
has  been  stereotyped  by  past  decisions ;  and, 
that  being  so,  a  sentence  the  meaning  of  which 
has  been  already  decided  years  since  by  a 
learned  Vice-Chancellor  may,  we  think,  both 
wisely  and  rightly  be  regarded  under  normal 
circumstances  as  having  been  deliberately 
employed  because  its  meaning  has  been 
judicially  interpreted  as  being  the  precise 
meaning  intended  to  be  conveyed   by  the 


testator.  So  long  as  precedents  are  to  be 
regarded  as  authorities  it  is,  we  think,  difficult 
to  arrive  at  any  other  conclusion  than  that 
where  a  lawyer  has  been  employed  he  is 
acquainted,  at  all  events,  with  all  dedsions 
delivered  up  to  the  date  of  his  employment, 
and  has  constructed  whatever  documents  he 
may  be  responsible  for  accordingly.  This 
attitude,  which  apparently  commended  itself 
to  the  majority  of  the  Court  of  Appeal, 
is,  we  think,  the  only  safe  one  to  employ 
where  a  clear  understanding  of  the  authorities 
can  be  reasonably  imputed  ,*  but,  of  course, 
in  interpreting  the  words  employed  by  lay- 
men no  such  assumption  can  with  safety  be 
made,  and  in  their  case  the  natural  rather  than 
the  technical  interpretation  is  more  likely  to 
be  correct.  Per  contra,  however,  when  a 
layman  attempts  to  construe  the  meaning  oi  a 
judicial  judgment,  he  must  remember  that  it 
has  to  be  interpreted  according  to  the  technical 
rather  than  the  natural  formulse. 


The  Form  of  Company  Accounts. 

'THE  letter  signed  "  Investor,*'  which  appeared 
in  our  last  issue,  raises  a  question  of  some 
interest  which,  if  we  remember  rightly,  has 
already  been  dealt  with  in  these  columns, 
although  perhaps  not  very  recently.  Shortly 
stated,  the  points  raised  by  our  correspondent 
may  be  divided  under  two  headings  : — Do  the 
accounts  which  he  reproduces  exhibit  a  true 
and  correct  view  of  the  company's  aflairs?  and, 
if  not,  what  is  the  duty  of  the  auditor  under 
these  or  similar  circumstances  ?  Assuming  the 
accuracy  of  the  statements  of  fact  put  for\i'ard, 
there  can,  we  think,  be  no  doubt  that  it  is 
incorrect  to  debit  expenditure  in  connection 
with  the  repaymentx^i^eh^BtiuiSkOl^tevenue 
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Account.  The  balance  of  Revenue  Account 
after  making  those  charges  must  of  necessity 
be  something  correspondingly  less  than  the 
true  net  profit,  and  the  fact  that  the  balance  is 
described  not  as  Net  Profit,  but  "as  "  Balance 
carried  to  Balance  Sheet,"  does  not  seem  to 
help  matters,  being  in  point  of  fact  a  complete 
misstatement  of  £aicts.  The  balance  of  the 
Revenue  Account  is  never  carried  to  the  Balance 
Sheet,  but  is  carried  to  the  Appropriation 
Account,  where  it  stands  as  a  balance,  and  for 
that  reason,  like  all  other  outstanding  balances, 
is  incorporated  In  the  Balance  Sheet ;  but  no 
Ledger  balance  is  ever  carried  to  the  Balance 
Sheet  under  the  English  system  of  bookkeeping. 
The  employment  of  this  incorrect  expression, 
of  course,  to  some  extent  avoids  the  necessity 
of  defining  what  this  hybrid  balance  is  supposed 
to  be,  but  we  do  not  suppose  that  this  incorrect 
nomenclature  has  been  employed  for  that 
reason,  as  it  is  quite  a  common  expression, 
albeit  most  inaccurate.  On  the  facts  stated  by 
our  correspondent  undoubtedly  the  balance  to 
the  credit  of  Revenue  for  the  current  year  is 
considerably  more  than  ^^406. 

Turning  to  the  Balance  Sheet,  it  seems  equally 
clear  that  the  debit  balance  on  Revenue  Account 
of  :^"3i,402  is  wrong,  having  been  arrived  at 
by  debiting  Revenue  at  various  times  with 
^80,878  as  Debenture  Sinking  Fund.  A 
Sinking  Fund  presupposes  the  existence  of 
investments  outside  the  business  in  the  process 
of  being  accumulated  at  compound  interest, 
whereas  no  such  investments  exist  in  this  case. 
We  gather  that  the  true  facts  are  that  deben- 
tures have  been  redeemed — whether  under  the 
terms  of  their  issue  or  voluntarily — to  the 
extent  of  ,^80,440.  In  the  case  of  a  company, 
assuming  that  there  is  no  unnecessary  working 
capita],  debentures  can  only  be  redeemed  either 


as  further  shares  are  issued  to  provide  the 
funds  for  redemption,  by  borrowing  a  corre- 
sponding amount  elsewhere,  or  by  setting  aside 
and  reserving  net  profits  instead  of  dividing 
the  same  among  the  shareholders.  Apparently, 
in  the  case  under  review  the  latter  plan  has 
been  adopted  so  far  as  the  profits  sufficed,  but 
the  undivided  profits  have  been  insufficient  to 
pay  for  the  redeemed  debentures  to  the  extent 
of  5^31,402.  It  thus  seems  to  be  quite  incorrect 
to  suggest  in  any  form  whatever  that  3^80,878 
has  been  set  aside  out  of  profits  to  redeem 
debentures,  which  is  the  statement  suggested 
by  the  expression  "  Debenture  Sinking  Fund/' 
if  it  means  anything  at  all. 

How  the  ;f  49,000  odd  has  been  provided  it  is 
impossible  to  say  on  the  facts  submitted  to  us, 
but  presumably  part  of  it  has  been  borrowed 
elsewhere,  and  is  included  in  the  item  "  Creditors, 
£35,467,"  and  part  by  depleting  the  working 
capital ;  or,  for  all  we  know  to  the  contrary, 
there  may  have  been  subsequent  issues  of 
capital  to  account  for  the  balance.  But, 
however  that  may  be,  the  impression  we  gather 
from  the  Balance  Sheet  submitted  is  that  there 
are  undivided  profits  to  the  extent  of  £"49,476 ; 
and  as  this  is  not  clearly  shown  upon  the  face  of 
the  Balance  Sheet,  it  seems  to  us  to  follow 
that  this  Balance  Sheet  fails  to  exhibit  a  true 
and  correct  view  of  the  company's  affairs. 
Doubtless  the  auditors  have  drawn  attention 
to  this  fact  in  their  report  to  the  shareholders, 
which  is  not  before  us ;  and,  if  so,  they  have, 
we  think,  done  all  that  is  necessary  in  the 
discharge  of  their  statutory  duty.  As  we  read 
Section  23  of  the  Companies  Act,  1900,  it  is 
not  competent  for  an  auditor  to  require  a 
Balance  Sheet  to  be  amended  before  submis- 
sion to  the  shareholders  so  as  to  disclose 
all  that  he  may  think  n^es^^^^^be 
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disclosed.  The  Balance  Sheet  is  the  directors' 
Balance  Sheet,  and  its  form  rests  with  them. 
The  auditor's  statutory  certificate  is  confined 
to  a  mere  statement  as  to  whether  all  his 
requirements  as  auditor  have  been  complied 
with,  and  in  our  view  the  word  "require- 
ments "  must  be  interpreted  as  it  is  defined  in 
Section  23. 


The  Annual  Bankruptcy  Report. 

IN  our  issues  of  the  20th  and  27th  ult.  we 
reproduced  the  Twenty-third  General 
Annual  Report  of  the  President  of  the  Board  of 
Trade  under  Section  131  of  the  Bankruptcy 
Act,  1883.  This  Report,  like  that  in  company 
liquidation,  contains  nothing  of  a  sensational 
character,  and  is  indeed  chiefly  remarkable  for 
the  changes  of  personnel  among  the  ofiicialsi 
Mr.  H.  Llewellyn  Smith  being  now  the 
Secretary  of  the  Board  of  Trade,  and  Mr. 
William  Evans  the  Inspector-General  in 
Bankruptcy — both  being,  like  the  President  of 
the  Board  of  Trade,  Welshmen.  We  should 
have  thought,  however,  that  Metropolitan 
Official  Receivers  were  far  better  acquainted 
with  High  Court  practice  than  one  chosen  as 
Inspector- General  from  the  Chester  and  North 
Wales  district. 

It  is  doubtless  owing  to  the  fact  that 
the  Departmental  Committee  on  Bankruptcy 
Reform  has  not  yet  reported  that  the  Report 
before  us  is  so  colourless.  Not  unnaturally 
the  Department  is  desirous  of  ascertaining  the 
nature  of  the  Committee*s  views  before  com- 
mitting itself  to  any  very  definite  expression 
of  opinion  on  the  matter.  We  find,  however, 
that  in  the  meantime  the  old  fiction  is  pre- 
served of  including  as  receipts  of  the  Depart- 
ment dividends  on  cancelled  stock  which 


have  never  been  received,  and  that  by  the 
aid  of  this  device  an  apparent  surplus  of 
j^3,9i4  is  shown  upon  the  year's  working. 
Only  in  the  years  1890,  i8gi,  and  1896  has 
the  position  been  less  favourable,  the  true 
fact  being  that  the  Department  costs  the 
nation  just  upon  ^^30,000  per  annum,  and  has 
upon  an  average  cost  £28,000  per  annum  since 
the  1883  Act  came  into  force.  These  figures 
would  be  largely  exceeded  were  it  not  for  the 
interest  earned  by  the  Department  on  creditors* 
moneys  lodged  in  the  Bank  of  England.  The 
amount  of  such  moneys  is  not  clearly  shown  by 
the  Report,  but  the  fact  that  during  the  past  six 
years  the  payments  in  have  averaged  il  millions 
sterling  undoubtedly  suggests  that  the  accumu- 
lated balance  must  be  very  considerable. 

Turning  to  the  Inspector- General's  Report, 
it  is,  perhaps,  a  little  surprising  to  find  that 
the  total  amount  of  insolvency  for  the  year 
under  review  shows  some  reduction.  Taking 
bankruptcies  and  deeds  of  arrangement 
together,  there  are  28  less  cases,  involving  an 
estimated  loss  to  creditors  of  £1,706,692  less 
than  in  1904.  There  is,  however,  an  actual 
increase  of  218  in  the  number  of  receiving 
orders  and  administration  orders,  and  a  reduc- 
tion  of  246  in  the  number  of  deeds  of  arrange- 
ment registered.  The  explanation  of  these 
figures  is,  we  take  it,  not  that  bankruptcy  is 
becoming  incrrasingly  popular,  but  that  a 
larger  proportion  of  the  failures  do  not  show  a 
sufficient  proportion  of  assets  to  make  it  worth 
while  for  the  creditors  to  try  and  keep  them 
out  of  bankruptcy.  Although  the  bankruptcies 
for  1905  were  4,764,  as  against  4,546  in  the 
previous  year,  the  assets  were  estimated  by  the 
debtors  at  £459,967  less.  There  was,  however, 
an  approximately  corresponding  reduction  in 
the  amount  of  aggr§^^|ia^]^ies^soJmt  the 
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general  conclusion  to  be  drawn  is  that  there 
has  been  an  increase  in  the  ntimber  of  small 
&ilures  and  fraudulent  failures,  but  a  decrease 
in  the  number  of  feilures  suitable  for  arrange- 
ment under  the  1887  Act.  It  should  be  added, 
however,  that  although  the  number  of  deeds  of 
arrangement  registered  in  1905  was  246  less 
than  in  1904,  it  is  greater  than  the  number 
registered  in  any  of  the  other  years  recorded 
in  the  Table  now  before  us.  An  interesting 
feature  of  this  Report  is  the  trifling  number  of 
failures  recorded  in  Scotland  and  Ireland, 
which  figures  are  now  given  for  the  Rrst  time. 
Of  course,  a  very  much  larger  percentage  of 
the  population  of  both  Scotland  and  Ireland 
is  engaged  in  occupations  which  would  make 
financial  failure  practically  inexcusable;  but, 
after  every  allowance  has  been  made  under 
that  heading,  the  conclusion  seems  irresistible 
that  a  certain  class  of  person  residing  in 
England  and  Wales  regards  bankruptcy  as  a 
luxury,  and  even,  indirectly,  as  a  sort  of 
livelihood. 

Under  the  heading  of  Prosecutions  it  is  noted 
that  ten  bankrupts  were  prosecuted  by  the 
Treasury  during  the  year  under  review,  and  in 
nine  cases  the  offence  was  that  of  having 
received  moneys  on  behalf  of  clients  which 
they  were  unable  to  subsequently  hand  over. 
The  figures  are  not  very  large,  but  they 
undoubtedly  emphasise  the  importance  of  all 
trust  moneys  being  paid  into  a  separate  bank- 
ing account,  and  never,  even  for  one  moment, 
being  mixed  up  with  the  moneys  of  the  agent. 
Of  coarse,  so  long  as  the  agent  is  solvent,  and 
is  able  to  pay  over  upon  demand  what  he  is 
accountable  for  as  a  trustee,  the  objections  to  the 
single  banking  account  are  not  obvious ;  but, 
so  far  as  accountants  are  concerned,  it 
would  be  well  for  them  never  to  overlook  the 


fact  that  although  their  calling  is  not  in  itself 
a  speculative  one,  it  is  one  which  imposes  upon 
them  an  altogether  exceptional  amount  of 
personal  responsibility  for  the  deeds  of  others, 
and  that  thus,  so  long  as  they  remain  in  active 
practice,  unless  they  are  persons  of  consider- 
able wealth,  there  is  always  just  the  possibility 
that  owing  to  an  adverse  judgment  they  may 
find  themselves  insolvent.  Hence  in  their  case 
the  great  importance  of  the  second  banking 
account.  With  regard  to  solicitors  the  case  is 
certainly  not  so  strong,  as  the  liabilities  of  a 
solicitor  are,  comparatively  speaking,  incon- 
siderable. Still  the  Law  Society,  which 
undoubtedly  is  best  able  to  judge,  has  very 
strongly  recommended  a  second  banking 
account  for  solicitors ;  and  if  it  be  necessary  in 
their  case,  d  fortiori  is  it  ^ential  in  the  case 
of  an  accountant. 

With  regard  to  the  various  statistical  tables, 
we  observe  that  the  new  Inspector-General 
adopts  and  endorses  all  the  fallacies  per- 
petrated by  his  predecessor  —  a  state  of 
afbirs  which  suggests  an  indifference  to 
the  true  facts.  For  our  own  part,  we  have 
a  somewhat  limited  reverence  for  statistics  as 
such;  but  a  most  rudimentary  study  of  the 
science  of  statistics  should  suffice  to  convince 
anyone  of  the  absolute  absurdity  of  a  state- 
ment to  the  effect  that  the  cost  of  winding-up 
any  selected  number  of  bankruptcies  can  by 
any  possibility  amount  to  127*97  P^'"  cent,  of 
the  assets  realised.  It  is  a  physical  impossi- 
bility to  devote  more  than  100  per  cent,  of 
anything  to  any  purpose  or  purposes ;  and  this 
same  fidlacy  underlies  the  whole  of  Table  XIII. 
in  that  if  it  means  anything  at  all  it  certainly 
suggests  that  the  deficiencies  of  any  one  estate 
may  be  defrayed  by  a  levy  upon  all  other 
estates  belonging  tocitfef^^(ii@10«fl^ass. 
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Lest,  however,  it  should  be  thought  that  our 
objection  to  Table  XIII.  is  purely  technical,  we 
should  like  to  point  out  that  if  it  were  desired 
to  honestly  compare  the  efficiency  of  official 
and  non-official  realisations,  the  proper  course 
would  obviously  be  to  compare  the  dividend 
shown  by  the  statement  of  affairs  in  each  case 
with  the  dividends  actually  produced ;  and  for 
such  purposes  all  cases  in  which  the  statement 
of  affiiirs  disclosed  practically  no  assets  should 
be  eliminated,  for,  as  our  readers  will  be  well 
aware,  non-official  trustees  frequently  spend 
considerable  sums  out  of  their  own  pockets  in 
the  unsuccessful  endeavour  to  secure  possession 
of  assets  which  have  been  concealed  by  fraudu- 
lent bankrupts.  The  money  so  expended 
should  be  regarded  as  entirely  creditable  to 
non-official  trusteeships,  whereas  in  the  form 
employed  for  these  official  statistics  it  is  directly 
to  the  disadvantage  of  non-official  trusteeships, 
as  compared  with  those  undertaken  by  Official 
Receivers. 


TPQleeftlsf  notes. 


KyoAohitUn.,    ^®  mentioned  recently  that  Messrs. 

and  tht  ii«trto  Kynochs,  Lim.,  had  decided  to  intro- 
BritMD.  dnce  without  delay  the  metric  system 
of  weights  and  measures  into  all  their  works.  It  is 
reported  that  all  complicated  English  standards  are 
being  done  away  with,  and  the  French  system  adopted 
in  Its  oatlrety,  with  the  metre  as  the  anit.  With  regard 
to  the  calculation  of  costs,  however,  the  pound 
sterling  is  being  adopted  as  the  unit,  and  is  to  be 
worked  up  to  four  places  of  decimals.  In  an  interview, 
Mr.  Arthur  Chamberlain  is  reported  tohave  said  that  the 
metric  system  had  been  made  legal  bat  permissive,  and 
It  had  been  expected  that  Parliament  would  make  If 
compulsory,  giving  two  or  three  years'  grace,  at  the 
end  of  which  time  only  metric  weights  and  measures 
would  be  legal.  In  the  absence,  however,  of  any  action 
by  Parliament,  the  directors  of  his  company  felt  it  was 
oaeless  to  wait  any  longer,  and  set  about  giving  an 
example  themselves.   It  is  understood  that,  so  br  as 


Eoglish  catalogues  are  concerned,  tlie  old  system  of 
notation  will  still  be  used,  but  as  regards  the  large 
foreign  trade  done  by  the  company  the  change  will 
doubtless  be  very  much  appreciated.  It  will  be  verj' 
interesting  to  hear  what  measure  of  success  results 
from  this  courageous  experiment  During  the  inter- 
regnum it  seems  to  us  that  the  difficulties  must  be 
enormous,  and  that  the  most  straightforward  measure- 
ments and  the  simplest  sums  of  money  will  have 
almost  invariably  to  be  expressed  in  three  or  four 
places  of  decimals.  At  a  later  stage,  doubtless, 
dimensions  and  weights  can  in  many  cases  be  modified 
to  enable  quantities  more  easily  sxpressed  to  be 
generally  used ;  but  while  Kynochs  work  single-handed 
the  chief  difficulty  in  connection  with  its  decimal 
money  will,  we  think,  be  found  io  the  reconciliation  of 
its  bank  Pass  Book  with  its  Cash  Book,  and  in  the 
conversion  of  every  single  payment  into  pounds, 
shillings,  and  pence  before  a  cheque  can  be  drawn 
therefor,  and  in  the  conversion  into  decimal  money  of 
all  sums  received  from  customers.  So  far  as  wages  are 
concerned,  doubtless  calculations  can  be  simplified  by 
modifying  the  existing  arrangements  as  to  employee&* 
pay,  but  dealings  with  the  outside  world,  for  the  most 
part  at  least,  must  continue  to  be  upon  the  old  basis — a 
circumstance  which  will  practically  involve  many 
records  being  kept  In  daplicate.  While  fully  a.ppn- 
ciating  the  difficulties  that  lie  before  this  company, 
however,  we  do  not  wish  to  throw  doubt  upon  the 
expediency  of  the  new  departure.  Doubtless,  the  dis- 
advantages as  well  as  the  advantages  have  been  care- 
fully calculated  in  advance.  None  the  less,  however, 
shall  we  be  interested  to  hear  how  the  new  scheme 
works,  and,  of  course,  it  is  particularly  the  problems  in 
connection  with  the  alteration  of  coinage  that  raise 
points  on  which  accountants  would  be  glad  to  have 
such  information  as  experience  may  be  able  to  give  at 
a  later  stage. 


Dtbt^oUMtiatf  A  somewhat  amusing  controversy  has 
SoUeiton.  been  going  on  of  late  between  The 
Fmancial  News  and  Law  Notes  on  the  subject  of  the 
prc^riety  of  a  solicitor  applying  for  payment  of  a  debt 
due  to  his  client  claiming  at  the  same  time  payment  of 
his  charges  in  connection  with  the  appUcation.  Our 
legal  contemporary  sugjiests  that  if  the  debtor  should 
by  any  chance  pay  the  solicitor's  chafes,  the 
solidtcr'8  dient  benefits,  and  that  therefore  the  appU* 

cation  is  justified,  whereas  The  Fini^fictal^NiKsJtifiliinB 
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why  a  solicitor  alone  of  all  men  in  tbe  community 
should  be  allowed  to  obtain  money  by  knowingly  repre- 
senting a  certain  Ualnlity  to  exist  when  he  knows  that 
it  does  not  exist.  There  can  be  little  doubt  that 
no  one  would  ever  pay  a  solicitor's  charges  for  apply- 
ing for  a  debt  save  under  the  mistaken  impression  that, 
like  the  costs  of  a  summons,  they  must  be  paid  to 
avoid  further  proceedings ;  and,  that  being  so,  the  mere 
fact  that  tbe  client  benefits  rather  than  the  solicitor 
strikes  us  as  being  a  weak  argument,  more  especially 
when  it  is  home  in  mind  that  in  many  cases  the 
amount  that  the  client  would  have  paid  would  by 
arrangement  have  been  very  much  less  than  the  amount 
charged  to  the  debtCM:.  Tbe  Law  Society  is  very 
properly  active  in  preventing  unqualified  persons  from 
posing  as  solicitors  and  applying  to  debtors  for  the 
payment  of  costs  that  are  not  owing  by  them ;  but,  like 
The  Financial  Ntms^  we  must  admit  that  we  think  it 
would  do  well  to  sometimes  look  a  little  nearer  home, 
and  to  discourage  its  members  from  threatening  legal 
proceedings  unless  an  entirely  unjustifiable  claim  be 
met  by  prompt  payment. 


"  I  am  not  intending  to  join  in  tbe  reconstruction  of 
Compaoy,  Lim.,  and  as  I  note  that  the  reso- 


■ofaw  OnmiboMa  Some  interesting  statements  were  made 
and  DepreoUtloD.  by  the  chairman,  at  the  recent  meeting 
of  tbe  London  Motor  Omnibus  Company,  Lim.,  con- 
cerning tbe  dilBcult  question  of  depredation  as  it  affects 
motor  vehicles  of  a  large  type.  The  average  cost  of  a 
motor  omnibus  was  said  to  be  j^i,ooo,  including  garage 
accommodationf  and  the  company's  engineers  had 
reported  that  even  the  oldest  of  the  'buses  were  good 
for  a  life  of  ten  years.  The  board  had,  however, 
decided,  after  allowing  for  all  repairs  and  mahitenance 
to  be  charged  to  revenue,  to  write  off  the  whole  of  their 
stock  in  five  years,  or  tn  tbe  reported  words  of  the 
chairman,  "  in  less  than  one-half  of  the  above-mentioned 
engineers'  estimate  of  the  life  of  the  'bus  in  running." 
It  may,  therefore,  be  assumed  that  the  provtnon  for 
depreciation  is  on  a  20  per  cent,  basis.  This  will 
doubtless  be  noted  by  those  among  our  readers  who 
may  be  interested  in  this  still  young  and  untried 
industry. 


Form  ^  VeUca  ^  shareholder  In  a  limited  company 
bjrDlHMtiaBt  which  is  undergoing  the  process  of 
ibAMholden.     reconstruction  made  up  his  mind  that 

he  would  not  join  the  scheme,  and  accordii^ly  wrote 

to  the  Uqnidator  as  follows : — 


lutions  to  reconstruct,  &c.,  were  confirmed  on  tbe  4th 
inst.,  I  wish  to  give  you  notice  heretiy  of  my  dissent, 
and  to  request  you  to  dispose  of  my  proportion  of  the 
assets  of  the  old  company  and  remit  tbe  proceeds  to 
me." 

This  letter  was  replied  to  by  the  solidtors  to  the  liqul* 
dator  in  the  following  terms : — 

"Tbe  liquidator  has  handed  us  your  letter  with 
instructions  to  deal  therewith.  We  have  advised  him 
that  your  letter  does  not  ctmstitnte  a  valid  notice  of 
dissent,  and  that  he  should  treat  yon  as  a  dissentient 
shareholder." 

On  writing  again  to  the  solicitors  to  ask  upon  what 
grounds  they  had  advised  the  liquidator  that  the  notice 
was  not  valid,  the  following  explanation  was  afforded : — 

"  The  Companies  Act,  x86z,  provides  that  a  dissen- 
tient shareholder's  notice  most  state  not  merely  that  he 
dissents,  but  that  he  dissents  and  reqoires  the  liquidator 
to  adopt  one  of  the  two  alternative  courses  mentioned 

in  the  Act. 

"  Your  letter  does  not,  as  provided  by  the  Act,  give 
to  the  liquidator  the  choice  of  the  two  alternatives,  but 
merely  requests  that  he  shall  adopt  one  of  them." 

A  financial  contemporary  in  commenting  upon  the 
matter  says  that,  while  this  is  doubtless  l^ally  sound, 
it  is  hard  measure,  and  dissentients  from  fnture  recon* 
structions  should  note  what  care  and  nicety  is  required 
from  them.  Subsequently  a  correspondent  provides 
the  following  form  of  notice : — 

"  In  the  niatter  of  the  Companies  Act,  1862.  and  in 
the  matter  of  -  Company,  Lim. 

To  tbe  Liquidator  of  the  above-named  company. 
Take  notice  that  1  dissent  from  the  special  resolu- 
tions of  the  company  passed  anA  confirmed  at  general 

meetii^  thereof  held  respectively  on  ■■■   • 

and  1  hereby  require  you  dther  to  abstiun  from  carry- 
ing such  resolutions  into  effect  or  to  purchase  the 
Interest  in  the  said  company  held  by  me  at  a  price  to  be 
determined  in  accordance  with  Section  162  of  the  above- 
mentioned  Act. 

Signed   

Dated  " 

For  tbe  benefit  of  those  readers  whose  recollection  of 
the  Companies  Act,  1863,  may  be  short,  we  may  say 
that  the  point  arises  on  the  interpretation  to  be  placed 
on  Section  161  of  that  Act. 


The  Stat*  fbe  Michaelmas  Sittings,  which 
0f  La««l  BaiiBus.  opened  on  tbe  24th  ult,  showed  a 
greater  accumulation  ofp^^g^^  ^^^^f^^ 
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some  little  time  past.  In  the  King's  Bench  Division 
1,058  cases  are  awaiting  trial,  as  against  962  in  the 
previous  yeax^ittdeed,  one  has  to  go  back  to  1897  to 
find  so  heavy  a  list  as  that  which  now  faces  the 
Common  Law  Judges.  In  the  Chancery  Division, 
althou^  there  are  but  336  causes  on  the  Ust,  this 
represents  an  increase  of  12,  showing  that  even  this 
Department  is  not  keeping  up  with  its  work ;  while  in 
the  Court  of  Appeal  there  are  366  cases  awaiting  trial, 
against  303  in  1905,  Not  since  1902  has  the  list  been 
so  heavy.  Taking  all  cases  together  the  total  is  now 
2,230,  as  against  2,069  in  i905<  It  is  ten  years  since 
the  aggregate  arrears  stood  at  anything  like  their 
present  figure,  and  it  Is  difficult  to  say  whether  the 
congestion  in  the  King's  Bench  Division  or  in  the  Court 
<rf  A[^>eal  is  the  more  serious. 


How  "Sbopi "  '^be  directors  of  a  certain  limited  com- 
mn  Mad*.  pany  recently  addressed  a  circular  to 
the  shareholders  in  which  it  was  stated  that  the  board 
had  some  reason  to  believe  that  the  shares  of  the 
company  were  the  subject  of  attention  on  the  part  of 
certain  outside  brokers.  It  was  remarked  that  the 
directors  had  already  experienced  a  great  deal  of 
trouble  and  annoyance  from  this  source,  and  they 
therefore  appealed  to  every  shareholder  who  should  be 
desirous  of  either  buying  or  selling  shares  in  the  com- 
pany not  to  deal  with  any  outside  broker,  but  to 
address  themselves  to  the  secretary  of  the  company. 
The  final  paragraph  of  the  circular  in  question  ran  as 
follows : — 

"  The  directors  constaotly  have  applications  for 
shares,  and  in  the  last  transfers  of  shares  that  have  t>een 
arranged  by  them  the  shares  have  changed  hands  at  a 
considerable  premium." 

The  Financial  News,  in  discussing  this  circular,  remarks 
that  the  circularising  touting  brokers  have  become  a 
podtive  pest  to  investors,  one  favourite  device  of  the 
less  reputable  of  the  fraternity  being  to  offer  shares  in 
industrial  companies  "  to  close  an  executor's  estate," 
at  a  price  which  on  examination  proves  to  be  consider- 
ably higher  than  the  market  value.  Our  contemporary, 
however,  points  out  that  the  suggestion  that  a  share- 
holder in  any  company  should  not  buy  or  sell  shares  in 
that  company  without  previously  notifying  the  directors 
is  one  that  cannot  posribly  be  endorsed.  It  is  said 
that  such  a  system  would  give  the  directors  a  know- 
ledge which  in  the  first  place  they  ought  not  to  possess. 


and  which,  in  the  second  place,  might  lead  to  very 
grave  abuses  of  their  position,  for  the  power  which  the 
directors  would  be  able  to  exert  over  the  market  might 
be  exceedingly  profitable.  For  instance,  if  a  "  rig " 
were  in  process,  it  would  be  a  very  easy  matter  for 
directors  to  tell  all  shareholders  wishing  to  sell  that 
there  were  no  buyers,  while  they  themselves  were  con- 
tentedly seizing  the  opportunity  of  unloading  on  the 
public  ;  on  the  other  band,  it  would  be  quite  possiUe 
for  the  board  in  favourable  times  to  acquire  a  great 
number  of  shares  without  any  material  rise  in  the 
price.  Of  course,  if  the  directors  intend  to  act  in  bad 
faith,  they  will  not  have  much  difficulty  in  doing  so, 
but  dnce  a  shareholder  can  always  deal  through  a 
member  of  the  Stock  Exchange  instead  of  with  an 
outside  broker,  there  certainly  does  not  seem  any 
reason  why  he  should  put  temptation  in  the  way  of 
the  directors  by  playing,  as  it  might  prove  to  be,  into 
the  hands  of  the  **  shop." 


Th*  lBMin«  Tax  We  understand  that  the  Income  Tax 
OMmnlttM.  Committee,  presided  over  by  Sir  Chas. 
Dilke,  is  now  engaged  upon  its  draft  report,  the  settle- 
ment and  publication  of  which  may  be  expected  very 
shortly.  It  has  been  stated,  although  we  do  not  know 
upon  what  authority,  that  the  Committee  will  probably 
express  the  view  that  a  graduated  income-tax  is  not 
impracticable. 


Amuioan  Vnut  Attention  to  the  question  of  official 
^^'''mmu  examination  of  banking  and  trust  com- 
BsamlaatlMu.  panics  has  again  been  occasioned  by 
the  failure  of  the  Real  Estate  Trust  Company,  of 
Philadelphia.  The  Banking  Commissioner  of  Pennsyl- 
vania is  reported  to  have  admitted  in  an  interview  that 
while  this  particular  trust  company  had  filed  its  usual 
annual  statements,  no  independent  examination  by  the 
State  officials  had  taken  place  for  more  than  two  and  a 
half  years.  By  way  of  explanation,  the  Commisrioner, 
in  whose  discretion  these  examinations  lie  entirely,  is 
said  to  have  complained  that  the  fifteen  examiners 
which  he  was  allowed  under  the  recent  amendment  of 
the  Pennsylvania  Banking  Law  were  not  sufficioit  for 
the  proper  examination  of  the  1,650  State  Banks  and 
Trust  Companies  domiciled  in  that  State.  From  all 
accounts  it  appears  that  the  Real  fstate  Trust  Com- 
pany  and  Its  decrased  I^t^destbf^  @  ^^S^'x  thought 
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of  that  the  question  of  examination  was  shelved  by  the 
State  offidala  nntil  time  should  permit  of  Its  perform- 
ance. A  financial  contemporary  says  that  this  incident 
only  shows  that  too  much  reliance  must  not  be  placed 
apon  official  examination,  and  a  sworn  annual  statement 
by  a  Chartered  Accountant  would  possibly  be  more 
effective  than  examinations  which  are  not  compulsory 
in  any  fixed  time.  We  need  hardly  say  that  we  entirely 
agree  with  this  expression  of  opinion. 


OoU 


In  the  course  of  an  exceedingly  interest* 
ing  article  on  the  6  percent.  Bank  Rate, 
in  the  columns  of  The  Financial  Timest  Mr.  W.  R. 
Lawson  complains  that  no  practical  step  has  ever  been 
taken  towa^  the  provision  of  adequate  gold  reserves 
for  the  nine  hundred  millions  of  depodts  held  by  the 
banks  of  the  United  Kingdom.  It  is  said  that  the 
question  must  first  of  all  turn  on  what  they  consider 
their  deposits  to  be ;  if  they  are  to  be  regarded  as  legal 
money  placed  in  the  banks'  keeping,  then  those  institu- 
tions must  be  prepared  to  repay  legal  money  when 
called  upon,  bnt  If  they  are  to  be  regarded,  says  Mr 
Lawson,  as  bank  credits,  which  fully  90  per  cent,  of 
them  in  his  opinion  are,  then  only  bank  credits  can  be 
reclaimed.  In  a  very  luminous  paragraph  it  is  said 
that  in  the  latter  event  the  orthodox  banking  doctrine, 
that  a  golden  sovereign  can  be  demanded  for  every 
pound  of  bank  deposits,  would  have  to  be  given  up. 
The  suggestion  is  made  that  the  position  of  the  London 
banks  woold  be  completely  protected  If  their  depositors 
were  informed  that  on  and  after  a  certain  date  deposits 
would  be  repayable  in  coin  only  op  to  £100  at  a  time, 
and  that  all  payments  over  £100  might,  at  the  option  of 
the  bank,  be  made  in  Clearing  House  notes.  The 
matter  is  one  that  will  well  repay  attention,  and  we 
conmiend  Mr,  Lawson's  article  to  the  notice  of  our 
readers. 


Following  npon  our  Weekly  Note  under 
impertaBMot  this  heading  of  the  a7th  ult,  we  otaerve 
T0M1MXS.     jIj^        jjj^j  jj^y      Justice  Jelf  had 

before  him  an  action  brought  by  the  administratrix  of 
the  late  Henry  Sutton  against  Mr.  William  Pea  to 
recover  ;^ioo  on  a  promissory  oote.  The  defendant 
alleged  that  he  had  paid  the  deceased  two  sums  of 
^35  and  £so  respectively  in  April  last  for  which  he 
took  no  receipts*  and  paid  the  balance  into  Court,  In 


delivering  judgment  his  Lordship  stated  that  in  the 
case  of  a  dead  man's  estate  the  burden  of  proof  rested 
on  the  defendant,  and  that  as  that  burden  had  not 
been  discharged  by  him,  he  must  enter  judgment  for 
the  plaintiff  for  the  amount  claimed,  with  interest  and 
costs. 


Holding 


At  the  loth  ordinary  general  meeting  of 
Oera^l«i'aiia  the  Consolidated  Mines  ISelection  Co., 
DevMolatlon.  Hm.,  held  on  the  19th  ult.,  the  Chairman 
stated  that  the  board  had  conferred  with  the  auditors, 
Messrs.  Deloitte,  Plender,  Griffiths  &  Co.,  as  to  the  best 
way  of  dealing  with  the  question  of  depreciation,  and  in 
accordance  with  their  advice  bad  decided  to  adopt  the 
plan  of  upholding  all  securities  at  cost,  no  matter  what 
their  realisable  value  might  be  thought  to  be  from 
time  to  time,  but  when  there  was  a  depreciation  of 
aggregate  value  to  clearly  state  upon  the  face  of  the 
accounts  the  extent  of  such  depreciation.  So  long  as 
the  regulations  of  the  company  are  such  that  profits 
may  be  distributed  without  providing  for  known  depre- 
ciation of  securities  this  would  appear  to  be  the  most 
convenient  course  to  pursue,  but  prudence  would  in  all 
cases  suggest  that  from  time  to  time  transfers  should 
be  made  from  Appropriation  Account  to  a  reserve  for 
Depreciation  Account  to  an  extent  sufficient  to  cover 
all  known  losses  to  date. 


^1  In  its  "Answers  to  Correspondents" 
of  Jla4iun*  column  our  contemporary  The  Muni' 
fi^fO^^***^  cipal  Journal  has  expressed  the  view 
that,  strictly  speaking,  it  is  quite  in  order  for  an 
urban  district  council  to  publish  its  Balance  Sheet 
without  the  auditor's  certificate  and  signature,  although 
no  doubt  the  proper  coarse  would  he  to  include  such 
certificate  at  the  foot  of  the  Balance  Sheet  in  the 
printed  abstract.  There  can,  of  course,  be  no  question 
as  to  the  propriety  of  the  latter  part  of  our  correspon- 
dent's advice,  but  with  regard  to  the  first  part,  although 
the  point  is  not  free  from  doubt,  it  may  well  be  held 
that  any  form  of  certificate  or  report  which  an  auditor 
is  required  by  law  to  append  to  the  foot  of  a  Balance 
Sheet  or  other  account  becomes  ipso  facto  incorporated 
therein  ;  and  if  the  matter  ever  came  before  the  Courts 
we  venture  to  think  that  they  would,  if  possible,  hold 
that  the  suppression  of  the  auditor's  report  was  a 
suppression  of  a  part — and  a  somewhat  material  part 

— of  the.  accounts  themselves.  G|f5^qn^}yi,-Vt)*^ver, 
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the  question  is  of  only  academic  interest  so  long  as 
councillors  follow  what  our  conteoiporary  regards  as 
the  "  proper  "  course. 


IncomsTu  letter  from   our  correspondent 

Barweysnuid  "O.  P.,"  which  we  reproduced  under 
BaiuMtt  ihMtt.  jjjg  above  heading  in  our  last  issue,  is 
of  interest  as  showing  that  the  growing  practice  of 
requiring  Balance  Sheets  to  be  produced  in  support  of 
an  Income-tax  return  is  not  confined  to  limited  com- 
panics.  We  think,  however,  that  our  readers  will  not 
be  acting  in  the  best  interests  of  their  clients  if  they 
throw  any  difficulties  in  the  way  of  all  such  informa- 
tion as  may  be  called  for  being  produced.  The  ques- 
tion as  to  whether  or  not  the  Income  Tax  Acts  give  the 
Inland  Revenue  authorities  power  to  require  the  pro- 
duction of  Balance  Sheets  is  a  comparatively  triBiog 
matter.  The  Acts  undoubtedly  give  them  power  to 
make  such  assessment  as  they  may  think  fit,  and,  as  we 
pointed  out  last  week,  failure  or  refusal  to  produce  any 
particulars  that  have  been  asked  for  will  not  unnatu- 
rally be  interpreted  as  a  ground  for  supposing  that 
something  is  being  concealed,  and  that  the  return  is 
wrong.  Of  course,  before  producing  Balance  Sheets 
it  would  be  desirable  for  the  accountant  to  point  out 
to  his  client  that  be  does  nut  think  the  Inland  Revenue 
authorities  have  power  to  compel  its  production ;  but 
at  the  same  time  he  should,  we  think,  point  out  the 
probable,  and  indeed  natural,  consequences  of  the 
refusal  to  produce.  Unquestionably,  if  it  comes  to  a 
matter  of  appeal,  failure  to  produce  Balance  Sheets, 
If  they  are  known  to  be  in  existence,  will  be  interpreted 
most  unfavourably. 


Correspondence  an&  Snquirtes- 


All  communications  to  the  Editor  slioald  be 
by  letter  only. 


Debenture-Holders  and  Apprentices. 

[To  the  . Editor  of  The  Aecouniani.) 

Sir, — Section  lo  of  the  Judicature  Act  reads: — 
"...  and  in  the  winding-up  of  any  company  under 
**  the  Companies  Acts,  1862  and  1867,  whose  assets  may 
"prove  insufficient  for  the  payment  of  its  debts  and 
"  liabilities  and  the  costs  of  winding-up,  the  same  rales 


"  shall  prevail  and  be  observed  as  to  the  respective 
"  rights  of  secured  and  unsecured  creditors,  and  as  to 
'*  debts  and  liabilities  provable,  and  as  to  the  valuation 
"of  annuities  and  future  and  contingent  liabilities 
"  respectively,  as  may  be  in  force  for  the  time  being 
"  under  the  law  of  bankruptcy.   .    .  ." 

Having  settled  the  point  in  your  issue  of  the  isth 
September,  that  the  apprentices  must  rank  as  unsecured 
creditors^  I  suggest  that  the  above  quotation  is  suffi- 
ciently explicit  to  entitle  such  apprentices  to  payment 
iu  priority  to  other  unsecured  creditors  in  the 
winding-up. 

Yours  truly, 

2yd  October  igo6.  G.  F.  C. 

[We  agree :  the  section  quoted  appears  to  settle  the 
matter.— Ed.  Acct.'\ 

Municipal  AudltA  and  Officialism. 

{To  the  Editor  of  The  AceounfatU.) 

Sir,— I  do  not  know  whether  you  noticed  in  the  Z>ai^ 
Mail  of  the  25tb  inst.  that  Mr.  John  Bums  informed 
the  Mayor  of  East  Ham  (J.  H.  Bethell,  Esq.,  M.P.)  that 
the  Government  intends  to  bring  in  a  measure  compel- 
ling the  auditing  of  the  accounts  of  all  municipal 
authorities  by  a  Local  Government  Board  Auditor. 

This  will  strike  seriously  at  the  profession  of  accoon- 
ants,  and  1  shall  be  glad  if  you  will  make  some 
reference  to  it  in  your  next  issue. 

I  have  brought  the  matter  to  the  notice  of  the 
Institute  of  Chartered  Accountants. 

Yours  faithfully, 

Cardiff,  30th  October  1906.  C.  E.  DOVEY. 


Annuities. 

{Te  ike  Editor  of  The  Aeeountant.) 
Sir, — Possibly  some  of  my  professional  brethren 
may  be  glad  to  have  side  by  side  the  two  distinct 
annuity  formula,  which  give  respectively  the  payments 
that  will 

"  Repay  a  given  sum  with  interest," 
and  will 

"  Amount  to,  or  provide,  a  given  sum.** 
Therefore,  I  trouble  you  with  same  and  examples 
thereof. 

I  admit  to  having  myself  floundered  for  some  time 
between  the  two  formulx. 

Yours, 

October  1906. 
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ANNUITIES. 


The  Annuity  or  Periodical  Payment 


That  will  "  r^ay  "  a  given  sum  and  interest  in  a  given 
number  of  payments  or  periods — 

P  =,  ^  ^  * 

X  —  T 
Rn 

Log.  P  =  Log.  S  +  Log.  1  +  It  Log.  R 
-  Log.  (Jf  -  1) 
What  half-yearly  payment  will  repay  /73s  and  interest 
in  thiee  years  at  4  per  cent,  per  annum  ? 

Log.  (i'02"  —  1)  ="1-1009217 

A.  C.  —  0*1990783 
Log.  6  Log.  1-02  =  0-0516010 
Log.  '02  =  2-3010300 

Log.  735  -  2-86fo873 


131 'ai 


2-1179966 
=  /131  4S-  «4«l- 


That  will  "amount "  to  a  given  sum  by  a  given  number 

of  payments  or  periods — 

"  Sinking  Fund." 

P  -   ^  X  t 
Rn  _  I 

Log.  P  =  Log.  S  +  Log.  I 

-  Log.  (Rn  -  I) 

What  half-yearly  payment  will  "  amoimt "  to  (or  provide) 

^735  in  three  years  at  4  pet  cent,  per  annam  ? 

Log.  (I-02''  —  i)  =  1*1009217 


Log.  -02 
Log.  735 


A.  C.  =  0^8990783 
=  3-3010300 
=  2'8662873 

2*0663956 


ii6'5ig 

5  "  Sum  to  ba  rapaid  or  provided  for, 
P  B  Paymenm  or  Annuity. 
i  =  Interest  oa£ihr  one  period. 
A  —  "  Amount  "  at  end  of  payments. 
R  =  Amount  of  £1  at  end  of  one  period. 
«  =  Nnmberof  pajrmentsotperioda. 


£ii6  los,  4Sd. 


Check  Flxures.  The  difficulty  is  no  less  if  it  is  found  for  the  Sales  Book 

(To  the  Editor  of  The  Accountant.)  before  transference  to  (or  copying  in)  the  Ledger. 


The  common  denominator  being  240  (pence)  varies 
with  the  numerator  every  line  (even  or  odd).  Being  a 
non-constant  factor  (the  nomerator  in  a  marked  degree) 
it  is  incapable  of  analysis. 


Sir* — ^The  reticence  of  some  who  might  be  primd  facie 
expected  to  give  thdr  views  may  be  attributable,  partly, 
to  some  of  the  considerations  which  I  wonld  ask  you 
to  allow  me  to  suggest. 

The  first  thongbt  I  had  on  reading  Mr.  Mitcheson's 
letter  was,  "  why  not  17  or  19"  ?  Our  acknowledgments  ought  to  be  expressed  to  Mr. 

Then  I  thought  of  my  "common  denominator,"  Mitcheson  and  Mr.  Crawford.  The  figures  of  the  latter 
always  uncertain  (in  this  r^ard).  and  varying  with  |  saf^  up  to  a  point ;  but  I  need  say  no  more  to  your 
every  line;  and  "to  this  complexion."  with  a  varying   aWe  calculators. 

numerator  (!)  must  he  come  at  last.  .  jj^^^^  „  ^.^ ^j^jg 

I  have  before  me,  say,  a  Ledger  with  a  posting  of  1  denominations  and  the  non-varying  numerators  are 
50  lines,  among  them  is  175.  gd.,  in  a  "  Rent  and  Taxes  "  <  giants  in  the  way. 

entry  it  may  be.  Going  on,  one  finds,  for  a  shop  in  the  '  .  .  .  ^ 

.   J  e    ..^    M  „     ,  /.  .       ,j  t    \    And  I  think  we  do  not  need  short  cuts  (they  are  for 

conntry,  if46  17s.  7d.  for  "Goods,"  and  ^36  14s.  6d.  for  -  m  ^-1  ^^ 
Silk,  and  so  on.  At  foot  of  the  page  the  total,  may  be  '  Admirable  Crichtons  only). 

£574  188.  9d.  I         ^ubt  tlje  decimal  system,  when  we  get  it,  wiU 

Can  yon  not  fancy  the  person  posting  this  Ledger  do  much  for  ua.  It  may  even,  but  I  donbt  it,  find  a 
having  to  find  the  "  check-figure  "  for  these  four  sums  ?  |  unit  capable  of  being  apportion^^  t<y^^^ii^lf^^l»nd 
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measure!  If  "our  clients"  attain  tbis  th^  may 
criticise  even  Admirable  Crichton. 

Very  faithfully  yours, 

DECIMAL. 

[We  reproduce  this  letter  for  the  iuformatioD  of  our 
readersi  but  we  may  say  at  once  that  we  do  not 
profess  to  kaow  what  it  is  all  about.  Perhaps  some- 
one versed  in  cT]rptograms  can  explain  ? — Ed,  Acct.\ 


{Ta  the  Editor  of  The  Accounlant.) 

Sir, — Probably  a  little  more  information  on  the 
above  will  be  acceptable.  Seeing  that  the  question 
has  been  considerably  discussed  in  your  columns  since 
my  first  letter  on  the  subject,  Mr.  Mitcheson  states  his 
doubts  as  to  the  13  method  catching  postings  to  wrong 
accounts.  It  will  do  so,  as  I  discovered  a  few  weeks 
back  when  thinking  the  matter  over,  by  the  following 
method : — 

Against  folios  of  Ledger  Accounts  in  index  place 
check-figures  of  the  folio  numbers ;  when  posting 
amounts  firom  Day  Book,  &c.,  to  Ledger,  immediately 
on  turning  to  Ledger  Account  folio  iu  index  write 
check-figure  of  Ledger  folio  against  amount  in  Day 
Book ;  then  when  money  amonnt  has  been  posted  to 
Ledger  Account,  enter  folio  in  Day  Book  in  the  usual 
manner.  The  check  of  total  of  the  folio  column  in  Day 
Book  should  then  agree  with  check  of  the  total  of  fbtio 
check-fignre  column  in  same;  if  not,  error  somewhere. 
The  whole  point  of  this  check  lies  in  entering  Ledger 
folio  check-figure  in  Day  Book  immediately  on  referring 
to  Ledger  index  .and  ordinary  Ledger  folio  in  Day 
Book  after  cash  amount  is  posted.  Whether  It  is  worth 
the  titne  occupied  is  a  matter  for  consideration. 

Another  way  of  arriving  at  a  quick  check-fignre  is  as 

follows : — 

'  Take  check  of  pounds,  and  divide  it  by  a,  or 
multiply  it  by  7  as  convenient,  deduct  check  of  pence 
from  check  of  shillings,  and  add  to  check  of  pounds 
as  absve.    Example: — 

£1^  los.  3d.,  check  of  14  is  i  x  7  =  7 

10  -  3  =  7  +  7  =  14.  }|  =  I  (check-fignre). 

Add  13  to  shillings  where  necessary. 

None  of  your  correspondents  Appear  to  mention  how 


they  would  deal  with  fractions.  The  check  of  i  is  10, 
of  i  7,  of  }  4  or  30,  and  so  ol  To  arrive  at  check  of 
an  amount  containing  fractions,  add  check  o£  whole 
amount  to  check  of  fraction. 

There  are  also  several  short  cuts  for  arriving  at 
checks  of  large  amounts,  and  it  will  be  noted  that 
check  of  any  number  up  to  and  including  12  Is  that 
number  itself. 

Mr.  Norman  will  find  that  the  system  of  *'  casting 
out  the  nines  "  will  not  check  transpositions  of  figures, 
and  that,  all  round,  13  is  the  most  useful  number. 

Much  can  be  said  for  the  check-figure  system  as  a 
check  of  arithmetical  accuracy,  but  from  the  auditing 
point  of  view  it  is  useless  as  a  check  i^nst  fraud,  &c. 

Yours  faithfully, 

30fA  October  1906.  H.  T.  L. 


Bankruptcy  Statistics. 

{To  the  Editor  of  Tke  Aeatrntant.) 
Sir, — As  an  instance  of  the  manner  in  which  the 
Board  of  Trade  Returns  of  percentages  of  Costs  are 
prepared,  I  enclose  for  your  perusal  the  statement 
showing  the  realisation  by  an  Official  Receiver  of  a 
small  bankruptcy  estate.  The  bankrupt  filed  his 
own  petition  without  legal  assistance,  and  you  will 
observe  that  no  mention  is  made  of  the  £5  stamp 
which  undoubtedly  was'  provided  out  of  the  assets. 
The  inclusion  of  this  item  would  have  increased  the 
costs  by  over  2}  per  cent 

Under  a  deed  of  arrangement,  if  the  costs  of  prepar- 
ing the  deed,  &c.,  are  paid  or  provided  for  before  its 
execution,  and  this  Item  does  not  consequently  appear 
in  the  trustee's  annual  account,  the  Board  of  Trade 
promptly  address  an  inquiry  to  him  as  to  their  amoant 
and  how  they  were  defrayed ;  upon  receipt  of  thb 
information  undoubtedly  the  figures  are  at  once 
included  in  their  Return  of  percentages  of  Costs  for 
comparison  of  the  two  systems.  Is  this  playing  the 
game  ?  "  What  is  sauce  for  the  goose  is  sauce  for  the 
gander  "  is  clearly  an  obsolete  proverb  with  the  Board 
of  Trade. 

You  will  observe  that  the  Depomt  on  Petition, 
j^5,"  is  carefully  Included  so  as  to  swell  the  realisation  I 

Yours  filthfally, 
^kOMerrgce.      ,  ,,  ,,,  GoOgM*''- 
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Dr. 


STATBinuT  showing  positioa  of  Estate  at  date  of  ApplicatiGO  for  Release. 


Cr- 


To  Total  Receipts  from  date  of  Receiving 
Order,  vij!,  :— 

Deposit  on  Peiitkm   

Stock-in-Trade   

Machinery  

Trade  Fistaret,  ntUngs,  Utensils,  &e. 

Book  Debts  

Surplus  from  Securities  in  the  handset 

Creditors  full]'  secured  

Beceipis  per  Trading  Account  . . 


ToUl 


Lets  :— 

Payments  lo  Redeem  Securities 
Paymeots  per  Trading  Account 


Total 


By  Court  Fees   

,  Board  of  Trade  and  Court  Fees,  viz. : —        £   s  d 

Fees  in  rc£^pect  ot  68  Creditors  and  54 
Debtors,  and  including  Stationery, 
Priniine,  Postages,  Rooms  for  Meetings 
of  Cteaiiors  9  14  o 

5  per  cent,  cn  amount  of  Assets  realised, 
£174  68.  lod   ..      ..   8  14  9 

2i  per  cent,  on  amount  of  DivUend, 
£25 .7s  a  7  b 

Ad-valorem  Duty  on  Audit,  &c  300 

Other  Fees   3«8 

Petson  ajppolnted  10  assist  Debtor  lo  prej  arc  Stale- 
men  t  01  Affairs  

Shoriband  Writer's  Charges   

Auctioneer's.  Surveyor's,  and  Valuer's  Charges 

Costs  of  Notices  in  fiatetl*  and  Local  Paper    , . 

Court  Fees,  Ac.,  in  connection  with  recovery  of  Book 
Debts  

Incidental  Out^y   

Allowance  lo  Debtor  

CndUoTS.vix.:—  £    t  a 

1  for  Rent    at  13  o 

2  Preferential,  Rates   17  13  6 

j8  Unsecured- 
First  and  Final  Dividend  now  declared 

of  31.  id.  in  the  £  on  £618  gs.  id.    . .      93  7  o 

TAc  Debtor's  ntimale  of  amount  txptcltil  to  rank  fcr 
Dividtnd  troi  £S50  U.  Jf,d. 

Balance  

Total   


Bad  Debts  and  Income  Tax  Returns. 

{T9  tkt  Editor  of  The  Aeeomtant.) 

Sir, — I  should  be  glad  to  have  your  valuable  opiuioii 
on  the  followiog  point. 

A  finn  for  some  years  past  has  been  in  tbe  habit  o( 
supplying  goods  to  a  customer,  on  a  system  of  eicteoded 
*^credit,  to'  enable  him  lo  work  up  a*  business.'  The 
customer  had  practically  paid  nothing  off  his  account 
when  be  recently  failed.  The  firm  had  charged  these 
goods  to  the  debit  of  Drawing  Account  for  privatt 
reasons. 

Now  that  the  firm  has  incurred  a  bad  debt,  is  ii 
entitled  to  charge  same  against  profits  for  income-tax 
purposes  ?  The  goods  were  such  as  were  supplied  in 
the  ordinary  conrae  of  business. 

I  enclose  my  card,  and  beg  to  subsciibe  myself, 

Yours  faithfully, 
October  igo6.  AN  ENQUIRER. 


[On  the  facts  stated  we  see  no  reat  on  why  the  loss 
should  not  be  claimed  as  a  deduction  for  income  tax 
purposes.—  Ed.  Acct.} 


Income  Tex— Abatement  Claim  by  Trustees. 

(To  /Ac  Editor  of  The  Accountant.^ 

I  Sir,— I  shall  be  glad  if  you,  or  your  readers,  will 
I  express  views  upon  the  following. 

^  Z.  dies  and  leaves  the  whole  of  his  estate  upon  trust, 
I  the  trustees  to  pay  nu  annuity  to  the  widow  and 
i  accumulate  all  other  income  until  her  death,  when 
1  the  estate  is  to  be  realised  and  distributed  to  the 
!  beneficiaries. 

The  entire  income  is  derived  firom  property ;  Schedule 
A  assessment  being  chargeable  to,  and  paid  by  the 
trustees.  The  net  income,  after  deducting  interest, 
&c.,  is  about   150  per  annum. 

The  trustees  claim  ej^pti^i^,  @  of 
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difference  between  the  amount  paid  under  Schedule  A 
and  amount  deducted  when  paying  interest,  annuity, 
and  ground  rents. 

Are  they  entitled  to  this,  or  must  the  trust  estate  pay 
income-tax  on  the  income  not  distributed  (although 
the  income  is  under  £160)  ? 


Yours  faithfully. 


29^  October  1906. 


ALPHA. 


[The  tax  must  be  paid,  beneficiaries  entitled  to 
exemption  may,  upon  application  in  the  proper  form, 
obtain  a  refund  of  the  tax  deducted  from  their  respec- 
tive interests.— Ed.  Acet.\ 


Bankers  and  Borrowera. 

ITo  tMe  Editor  of  The  Aceouniant.) 

Sir,— Referring  to  the  Weekly  Note  in  your  current 
issue  with  regard  to  my  lecture  at  Liverpool  on  the 
above  snbject,  your  query  is  founded  on  a  misprint  in 
the  newspaper  on  which  the  commeot  is  based. 
Instead  of  "  a  full  analysis  of  the  Balance  Sheet  of  a 
typical  lender  to  a  limited  liability  company,"  the 
sentence  should  have  read,  "  a  full  analysis  of  the 
"  Balance  Sheet  of  a  typical  trader  and  of  a  limited 
"  liability  company."  The  mistake  must  have  arisen 
when  the  account  was  telegraphed  from  Liverpool  to 
Lcmdon. 

Yours  faithfully^ 
London,  30th  October  1906.  F.  E.  STEELE. 


Reserve  Fund  Account"  or  "Reserve  Account." 

{To  ike  Editor  of  The  Accountant.) 

S(R, — A  trading  concern  working  under  a  special  Act 
is  subject  to  Government  audit. 

The  capital  is  raised  by  debentures  which  are  placed 
with  the  State  Treasury. 

The  Act  provides  for  a  Snking  Fund  for  debenture 
redemption. 

By  arrangement  with  the  Treasury  the  periodical 
ap^opriations  to   Sinking   Fund  are  applied  in 


immediate  cancellation  of  a  corresponding  porticm  of 
the  debenture  indebtedness. 

The  accounts  are  prepared  on  the  ungle  account 
system,  and  it  can  be  assumed  that  the  assets  have 
been  kept  up  to  book  value  out  of  revenue. 

In  the  books,  in  order  to  literally  comply  with  the 
statutory  requirements,  the  amounts  periodically  due 
for  debenture  redemption  are  in  the  first  place  delated 
to  Net  Revenue  Account  and  credited  to  Sinking  Fund 
Account  As  the  amount  is  immediately  apptied  in 
cancellation  of  debenture  indebtedness,  entries  are 
simultaneously  passed  debiting  Sinking  P'und  Account 
and  crediting  a  special  account  called  "  Reserve  Fund 
"  Account,  being  amount  of  debentures  redeemed  oat 
"  of  Sinking  Fund,"  and  the  item  is  shown  in  imdsely 
the  same  form  on  the  Dr.  side  of  the  Balance  Sheet. 

In  his  report  on  the  accounts,  the  State  Auditor- 
General  has  remarked  on  this  item  in  the  Balance 
Sheet  as  follows  :— 

"  The  debentures  redeemed  out  of  Sinking  Fund 
to  date  amount  io  £  i  :  ,  The  contra  entry, 
shown  in  the  Balance  Sheet  as  '  Rraerve  Fund 

Account,'  I  consider  would  be  more  correctly 
expressed  as  '  Reserve '  or  '  Surplus '  Account." 

The  procedure  adopted  in  the  accounts  is  strictly  in 
accordance  with  that  stated  in  Dicksee's "  Advanced 
Accounting,"  and  the  Auditor-General's  opinion  is 
!  supported  by  Pixley. 

It  seems  to  the  writer  that  neither  of  the  titles 
mentioned  conveys  a  clear  idea  as  to  the  nature  of  the 
^  account  in  this  particular  case,  and  that  some  such 
^  title  as  "  Appropriations  from  Revenue  in  reduction  of 
Debenture  Capital "  would  be  more  appropriate ;  but 
the  case  gives  an  example  of  the  confusion  caused  by 
the  publication  by  very  eminent  authorities  of 
diametrically  opposed  views,  and  it  is  thought  that 
some  leference  in  your  valuable  paper  to  (he  point 
raised  might  lead  to  a  better  underslandiog  of  the 
correct  procedure. 

I  Yours  faithfully, 

JOHN  BROWN. 
[We  will  deal  with  this  point  at  an  early  date. — Ed. 

D  g  t  zed  by  Google 
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Uhc  Bitter  Ccs  ot  tbe  Itatepavers. 

Its  Remedy :  An  Intelligible  System  of  Accounts, 
wHh  fall  Pnbliclty  and  a  Qovernineat  Audit. 

By  MAJOR-<^BIfBltAL  H.  F.  Babbage. 

During  the  present  year  the  cry  of  the  ratepayers 
against  tbeir  local  rulers  has  been  loud  and  bitter.  In 
theory  they  have  been  left  by  tbe  Legislature  to  govern 
themselves,  but  in  practice  it  has  resulted  in  reckless 
extravagance  and  a  huge  accumulated  debt. 

(3)  Few  of  our  elected  rulers  have  been  qualified  for  theit 
duties  by  business  aptitude,  knowledge,  or  special  train* 
ing,  and  few  indeed  take  the  trouble  after  election  to 
acquaint  t^mselves  with  their  duties,  which  they  mostly 
perform  in  a  perfunctory  manner. 

(3)  Good  administration  depends  on  the  choice  of 
capable  agents  and  careful  surpervision  afterwards. 

(4)  It  is  tbt  object  here  to  show  bow  the  latter  may  be 
carried  oat. 

(5]  Tbe  general  cry  is  for  a  Government  auditor,  but  he 
audits  tbe  accounts  after  the  money  is  spent  and  the  mis- 
chief ia  done ;  it  is  far  better  to  provide  some  check 
beforehand,  and  the  problem  is  to  find  out  how  that  may 
be  efiected. 

(6)  Tbe  first  thing  is  to  have  a  clear  definition  by  law  of 
the  powers  and  duties  of  a  town  council.  That  can  only 
be  done  by  Parliament. 

(7]  The  next  to  select  capable  agents,  which  can  only  be 
done  locally  by  the  ratepayers  at  each  place. 

(8)  What  I  shall  endeavour  to  do  is  to  show  how  tbe 
careful  supervision  may  be  carried  out. 

(9)  Clearly,  it  is  advisable  to  make  the  local  public  super- 
vise its  own  afiairs,  if  possible,  and  for  this  purpose  there 
sfaoold  be — ^First,  the  utmost  publicity  in  alt  affairs ; 
second,  an  intelligible  form  of  accounts ;  third,  a  compre- 
hensive annual  budget  estimate ;  fourth,  an  audit  in  the 
interests  of  Ae  ratepayers ;  and,  lastly,  an  appropriation 
audit. 

(10)  The  business  of  a  town  council  is  conducted  by  com- 
mattees  who  hold  meetings  and  make  minutes.  Those  of 
the  Finance  Committee  embody  a  financial  statement,  with 
a  schedule  of  bills  to  be  paid.  These  are  submitted  to  the 
committee,  and  are  altered,  amended,  or  confirmed  at  a 
council  meeting.  All  these  minutes  of  committees  thus 
become  part  of  the  minutes  of  the  council  itself,  which 
are  printed  for  the  use  of  the  town  council,  and  every 
ratepayers'  association  should  get  copies  of  the  minutes 
and  financial  statement,  and  discuss  them  with  the  pro- 
ceedings of  the  meetings  of  the  town  council  as  published 


month  by  month  in  the  local  press.  Ct^ties  of  the  council 
minutes  as  passed  by  the  council  oi^ht  to  be,  if  they  are 
not,  placed  in  the  public  library  for  general  information, 
and  also  supplied  for  a  small  fee  to  ratepayers'  associa- 
tions and  individual  bui^esses  who  ask  for  Aem. 

(ii)  Any  burgess  is  entitled  by  Section  333  (i)  of  the 
Municipal  Corporation  Act,  1882,  to  see  and  take  copies 
of  these  minutes ;  and  (7)  [a]  anyone  havii^  custody  of 
them  obstructing  him  is  liable  to  a  penalty  of  £$. 

(la)  I  will  now  deal  wntfa  the  administration  and  accounts 
of  municipal  finance. 

Ttte  dominant  idea  should  be  to  make  the  accounts  in  a 
uniform  riiape,  applicable  to  every  borough,  and  as  intel* 
ligible  as  possible  to  an  ordiiuny  ratepayer;  everything 
ought  to  give  way  to  that.  And  with  that  view  the  national 
system  should  be  adopted,  as  far  as  applicable,  and  leave 
nothing  to  be  desired  as  regards  coherence,  continuity, 
and  harmony ;  and.  where  possible,  the  accounts  should 
be  arnu^ed  so  as  to  give  double  entry. 

{14)  First,  there  should  be  an  annual  budget  estimate  for 
receipts  and  payments,  to  the  last  penny,  including  both 
revenue  and  capital  (loan)  expenditure.  It  would,  of 
course,  include  the  estimates  for  the  rates  as  required  by 
law.  It  would  be  framed  on  the  "  receipts  and  payments  " 
of  the  three  previous  years,  under  the  same  heads  and 
sub-heads  from  year  to  year.  No  doubt  this  would  be 
strongly  opposed  by  town  councils ;  for  even  honest  men 
would,  at  first,  find  the  restraint  irksome,  and  probably 
oppose  it  with  all  their  might. 

(15)  The  cash  should  be  kept  in  a  bank  and  in  one  general 
account,  except  the  sinking  fund. 

(16)  Tliere  should  be  separate  office  Cash  Books  for  each 
department  or  head,  as  "Borough  Fund,"  "General  Dis- 
trict Fund,"  Water,  Electricity,  &c.  &c. 

(17)  Once  a  week,  or  oftener,  the  bank  will  inform  th« 
Borough  Accountant  of  every  item  of  receipt  and  payment 
made  to  or  by  the  bank  to  date. 

(iS)  The  Borough  Accountant,  or  his  chief  assistant,  will 
find  the  aggregate  total  of  all  the  office  Cash  Books  of  tne 
various  departments,  and  see  that  it  agrees  with  the  Bank 
Pass  Book,  which,  it  need  scarcely  be  said,  should  be  kept 
under  lock  and  key.  That  is  a  most  effective  check. 

(ig)  The  bank  must  have  regular  authority  for  every  pay- 
ment shown  in  the  Pass  Book.  No  charges  for  interest  or 
for  services  rendered,  &c.,  must  appear  there,  unless  duly 
authorised  by  the  Finance  Committee. 

(20)  Tbe  Bank  Account  will  be  balanced  periodically, 
but,  at  the  end  of  each  month,  a  space  of  two  or  three  lines 
should  be  left  blank  wher^fli^e  Jji^^i^^^f^^^can 
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enter  in  an  inner  colama  and  in  red  ink  the  monthly  totalj 
and  adjust  payments*  refunds,  &c. 

(21)  The  monthly  financial  statement  should  contain  on 
one  side  two  columns — one  for  the  names  of  the  payees  of  | 
cheques  and  Hie  amounts  due  to  each,  and  the  other  with 
the  items  dissected  according  to  the  committees  responsible 
lor  them ;  the  totals  of  the  two  should,  of  course,  agree. 
On  the  otber  side  of  tlie  folio  the  receipts  for  the  month 
previous  should  be  given,  agreeing  with  the  Bank  Pass 
Book. 

(22)  It  follows  that  at  the  end  of  the  twelve  months  the 
aggregate  total  of  the  monthly  schedules  (see  Paragraph 
19  above)  will  agree  with  the  total  of  the  Bank  Pass  Book 
(allowing  for  unpaid  cheques,  if  any),  giving  a  double 
entry. 

(23)  The  Monthly  Statements  have  to  be  printed  for  the 
use  of  the  town  cotmcallors;  and  it  will  cost  no  more  to 
set  them  up  in  type  for  the  use  of  the  Finance  Committee, 


so  that  each  membei  may  have  a  copy,  instead  of  merely 
hearing  a  list  read  out.  After  approval  by  the  conunitlee 

copies  should  be  struck  off  for  the  use  of  the  town  couu- 
I  cillors,  and  after  approval  by  the  council  copies  would 
be  struck  ofi,  with  any  necessary  alterations,  as  part  of 
the  minutes  of  the  council. 

(24)  There  can  be  no  doubt  that  this  will  secure  accuracy 
and  speed  ;  for  type  errors  could  not  escape  detectian,  and 
several  cotdd  be  working  simtiltaneously  at  the  same 
figures,  arranging  them  in  the  various  ways  requited.  It 
would  deprive  town  councillors  themselves  of  any  excuse 
for  ignorance  when  they  each  had  a  printed  copy,  and 
copies  might  be  disposed  of  for  the  use  of  the  ratepayers, 
as  suggested  above  in  Paragraph  lo. 

(35)  I  give  here  a  pattern  for  the  Monthly  Statemeots, 
and  I  must  explain  that,  in  order  to  save  space,  this  and 
ihe  otber  forms  here  are  given  in  skeleton,  sufficient  to 
make  them  intelligible  and  show  '  how  they  check 
themselves. 


BOROUGH  OF  SLOCUM. 

I1IONTHI.Y -SCBBDnLK,  SBPTEMBBa 


Rbckipts  to  Datb. 


£     »  d 
3^  0  a 
a.733  10  3 
31  to  0 
8,iS6  II  4 

Total 

> 

£13.963  11  7 

*  As  in  the  Bank  Pau  Bocrii. 


Paymuts  to  bs  Mads. 


Name  of  FayM  and  Purpose 


£    •  A 

Anderson,  G.,  Iroamongery   aSo 

Bnll,  A.,  Harness  Repairs    3  B  4 

Carey,  j.,  Materials      39i73 

Many  others  18,31a  ts  i 


Amount 


Tout   f  18,33c  3  8 


Name  of  Coaunlttae 


Public  Hbalth— 
StaticMiery 
Unions  for  Hose 
I>nLwing  Materials 
Other  Items 

Gbnbbal  Purposxs— 
Committee  Books 
Lighting  OOces. . 
Staiioner7        . .      . . 
Other  Items 

OTHn  COUMITTBBa 

ToUl 


S 

s 

"3 


18 

8 

6 

19 

7 

7 

t 

It 

t 

47 

9 

No/4— The  aggregate  total  of  the  twelve  months'  Schedules  rnnst  agree  with  the  Bank  Pass  Book  (barring  the 

endolthenar.  ~. 
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(36)  The  MoQthly  Stateawnts  (being  arranged  in  the  first 
instance  according  to  committees)  have  be  dissected  and 
rearranged  under  the  budget  heads.  For  this  purpose  a 
responsible  official  will  mark  ia  the  margin  of  each  Monthly 
Statement  the  proper  budget  head,  as  A  17,  D  13,  N  6  for 
each  item.  The  result  will  be  a  set  of  accounts  which  are 
nothing  more  than  a  classified  list  of  receipts  and  pay- 
ments ujider  each  head,  which  any  ordinary  ratepayer  can 
onderstand. 

{27)  But  in  order  to  bring  them  together,  and  to  give  a 
double  entiy,  there  should  be  an  abstract  from  the  Bank 
Pass  Book  for  the  year  as  under  :  — 


iqay 
il  I 


Apn 


In  Bank 
Received 
in  Year 

1904. 
Mar.  31  Die  to 
Bank.. 


s  d 


313,0+4  14  4 


39.839  ?  a 


352,904  I  6 


PaymnUt. 


April  I  Due  to  Bank 
I  .  Paid  in  Year 
1904- 

Mac.  31  Balance  . . 


78396  3  II 
174,007  17  7 

000 


353,904    I  6 


And  a  summary  of  all  the  separate  accounts  above 
mentioned  as  under : — 


BOROUGH  OF  SLOCUM. 
ScusiARY  OF  Receipts,  Payments,  and  Cash. 
Rbcbipts. 


In  Bank 
I  St  April  190  J 


Received  in 
the  year 


Deficit 
31st  Match  1904 


Total 


Reveooe : — 

Boroogli  Fond  

Public  Librarv  

Uitan  Autiionty  

Other  Items     

Total 

CapitAl  :— 

victoria  Park  

Town  Hall  

Sewage  Farau  

Other  items   

ToUl 
GraBd  Total 
Nett 


I.5B9  "  3 
3,993  13  o 


I      *  d 

25. '65  3  o 

1.33a  4  6 

57.7'*   o  7 

73,411  13  7 


I  d 


956  3  9 
1,364  3  3 


£     »  d 

!l6,754  14  5 

1,788   7  3 

38,978    3  9 

76.403    5  7 


£3,583   4  S 


£156,833  o  8 


£i,32.>  5  II 


£163,916  II  o 


466  16  II 
6,376  10  10 


18  3  4 

33,000  o  o 

4.490  14  7 

37,63a  16  9 


4,516  o  o 

638  o  5 

90  5  6 

30.910  16  4 


4.5M  ■■'  4 

35,638  o  3 

5.0+7  I?  o 

65,140  3  11 


£7.0*3  7  9 


£57.t6l  13   8     £36.189  3  3 


£100,370  3  8 


£11,626  13  2 


£313,044  14  4 


£53,913  9  10 


£381,583  t6  4 


£313.044  14  4 


£38.830  7  9 


Payments. 


Revenue  :— 

Boroogb  Fund  

Public  Library   

Urban  Authority  

Other  items   

Total 

Captal:— 

Victoria  Park  

Tm  Hall    

Sewan  Ftnns  

Other  itema   

'  Total 

Grand  Total 
Nett 


Deficit  (if  any) 
tst  April  1903 


£    «  d 


347  "  8 
3,106  3  3 


£3.353  M  " 


Paid  in  the  Balance 
year         '  3iKt  March  1904 


s  d 


36.350  la 
1,540  15 
55.873  o 
66,067  It 


£149.830  19  4 


4<544    3  4 
20,926  II  10 
56  10  o 
40ii93ii  7 


4.7<9 
4,9^ 


8  7 


£  <  d 
404  3  4 

"0,337.14  5 


£10,741  16  9 


7a  15  o 
9,438  13  3 


Total 


£      s  A 

a6,754  14  5 

'.788  7  3 

38,978  3  9 

T^oi  3  7 


£163.936  II  o 


4.544  a  4 
33,638  o  s 

S,047  17  o 
83.140  3  II 


£63,7331)  9 


£35,116  o  9 


£9i13i  7  X 


£100,370  3  8 


£97,640  9  3 


£174.007  17  7 


£«>.«73  3  " 


£981,383  16  4 


£78,896  3  ti 


£(74.007  »?  7 


Digininod  b;. 
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(28}  It  Trill  scarcely  escape  notice  that  this  statement 
affords  a  most  effective  dieck  on  the  whole  body  of 
accounts  by  the  double  entry  of  the  horizontal  and  vertical 
figures,  and  gives  to  ithe  ratepayers  a  bird's-eye  view  of 
their  affairs,  besides  being  an  exhaostive  exposition  of  the 
financial  condition  of  the  corporation,  from  which  the 
character  of  the  administration  may  be  judged.  I  doubt 
whether  this  form  Is  in  use  in  many  corporations,  metro- 
politan or  conntry.  The  Incorporated  Accountants  no 
doubt  take  immense  pains  over  their  printed  abstracts  of 
accounts,  but  until  they  study  what  will  render  them  intel- 
ligible to  Iftie  ratepayers,  for  whose  use  tiiey  are  intended, 
they  labour  in  vain. 

(29)  I  will  here  quote  from  an  article  in  The  Financial 
Times  last  July,  written  by  W.  R.  Lawson,  on  the  accounts 
of  the  London  County  Council,  but  of  general 
application  :  — 

"This  112  millions  (of  national  revenue)  is  all  in  one 
account,  very  little  encumbered  with  transfers  and  cross 
entries.  The  voting  of  it  is  comparatively  plain  sailing, 
and  the  account  itself  is  as  simple  as  human  skill  can 
make  \i.  In  the  midst  of  our  grumbling  about  Imperial 
extravagance,  let  us  not  forget  our  obligatioas  to  the 
Treasury  for  giving  us  the  plainest  and  most  intelligible 
system  of  public  accounts  in  existence.  Why  so  credit- 
able an  example  is  not  followed  by  our  municipal  autho- 
rities is  a  wonder }  but  instead  of  emnlating  it,  most  of 
them  seem  anxious  to  get  as  far  away  fn»n  it  as  they 
possibly  can." 

(30)  It  is  necessary  to  explain  that  the  advances  with 
oflScials  are  usnally  kept  separate  from  the  treasurer's 
[i.e.,  banker's)  balances  at  the  begituiing  and  sod  of  tbe 
year ;  tliis  tends  to  confuse  the  account.  If  the  officials 
were  directed  to  pay  into  the  bank  on  the  last  day  of  the 
financial  year  the  balances  in  their  hands,  and  get  a  fresh 
advance  on  the  next  day,  it  would  simpHfy  matters,  and 
the  foregoing  forms  have  been  arranged  as  if  it  had  been 
done.  From  time  to  time  the  officials  should  present  their 
vouchers  and  receive  a  cheque  for  the  exact  amount.  There 
would  then  be  voudiers  for  each  cheque,  and  they  would 
be  scrutinised  at  once  instead  of  as  pairt  of  a  running 
account,  perhaps  months  afterwards. 

(31)  The  Petty  Cash  Books  of  all  officials  should  be  sub- 
mitted to  the  Borough  Accountant  each  month,  and  he 
should  have  authority  to  call  for  and  inspect  every  book 
of  account  in  any  department  belonging  to  the  corporation 
whenever  he  thinks  fit.  He  should  not  be  allowed  or 
required,  either  by  himself  or  his  assistants,  to  receive 
or  pay  money.  It  is  his  business  to  record  transactions, 
and  no  further  responsibili^  should  be  put  on  bim. 


(32)  By  these  arrangements  the  Monthly  Statements  can 
be  added  together  month  by  month,  and  the  yearly 
Account  of  Receipts  and  Payments  be  ready  shortly  after 
the  end  of  the  financial  year. 

(33)  I  will  now  show  2iow  the  "Income  and  Expenditure 
Accounts  "  can  be  worked  out  from  the  receipts  and  pay- 
ments by  incorporating  with  them  the  outstanding 
balances  "for  "  and  "against "  at  the  end  of  the  year. 

(34)  It  is  the  fashion  of  Incorporated  Accountants  to  urge 
that  the  official  system  of  the  Local  Government  Board 
Ignores  these  balaiues,  and  does  not  give  a  complete  view 
of  the  transactions  of  the  twelve  months.  If  they  looked 
beyond  the  narrow  trammels  of  their  art  they  would  see 
that  these  balances  are  not  ignored,  bnt  come  under  audit 
in  the  next  year's  accounts.  Municipal  undertakings  give 
no  dividends,  and,  one  year  with  another,  it  is  of  no  con- 
sequence in  which  year  the  balances  are  audited.  They 
should  be  transcribed  in  the  new  year's  Ledger  as  the  first 
er  tries  "  for  "  or  "  against "  under  each  head  of  account, 
and  nothing  but  gross  carelessness  would  then  pteveol 
their  early  adjustment. 

(35)  There  will,  of  course,  be  "Personal"  or  "Bought 
and  Sold  "  Ledgers  for  each  undertaking  or  department, 
and,  at  the  end  of  each  year,  a  separate  statement  for  each 
should  be  made  and  entered  in  the  Lec^^er  in  the  follow 
ing  form: — 

Water  Undertaking. 
Incohb  and  Expendititrb  for  the  Year  to  31st  March  1904. 


Recdved  in  the  Year  {a). . 

Dtdud,  Received  for 
praviom  Year. . 

Toul 

Add,  Due  It  end  of  Year 
Income  for  the  Year 


£  s  d 


Paid  in  the  Year  (a) 

Dtduel,  Paid  foe  pre- 
vious Year  ,. 

Tout 

Add,  Owing  at  end  of 
Year  

Expenditure  fiv  the  Year 


£  8  d 


(fl)  This  nn«t  agree  with  the  Bank  Pass  Book. 

(36}  If  bad  debts  have  occqrrad,  or  other  adjustments  are 
required,  they  will  be  made  here. 

(37)  In  order  to  arrive  at  the  gross  "revenue  income  and 
expenditure  "  of  Ae  corporation  for  the  year,  it  is  neces- 
sary to  tabulate  all  these  separate  statements  together, 
thus:— 
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BOROUGH   OF  SLOCUM. 
Income  and  Expbnditdrb  for  tbe  Year  aoded  31st  March  1904. 

RXVKNUE  INCOHS. 


Name  of  Account 
I 

Recel%-ed  in 
the  Year 

1 

Received  for  thej  Total 
previous  year 

3  4 

Add 
Oue  at  the  end 
of  tbe  year 
3 

Total  Income 
for  tbe  year 

6 

Water  Works   

I     s  d 
>6.754  U  5 
1.533    7  9 
15  10 
19.043  10  II 
56,803  13  10 
21.544    3  9 

i      8  d 
350  3  0 
78  a  3 
3S   S  »o 
1.79a  14  8 

1.33S  "  3 
4.5>3    3  5 

i     a  d 
26,404  II  5 

1.455    3  6 
a,ott7  10  0 
17.250  16  3 
55.448   I  7 

17,031   0  4 

i      s  d 
423  10  10 
73  "5  9 
34  10  5 
3.647  U  7 
i.aga  16  6 
3,654  16  8 

£     s  d 

36,»a8  a  3 
1,528   I  3 
a,  122  Q  5 
20,896  10  10 
56,740  iS  i 
20,685  17  0 

£i37.8oz   6  6  1       8,iJ5    i    5  '    119,677   5  i 

9,126  4  9 

ia8,8o3    9  10 

1 

Revenue  Expenditdre. 


Name  erf  Account 

Paid  in  the 

year 

7 

Dtdtict 
Paid  for  the 

previous  year 

a 

ToUl 

9 

Add 
Due  at  the  end 
of  the  year 
10 

Total  Eiptiidi- 
ture  for  the  year 

11 

i     s  d 
a6,350  14  5 
1.557  8  0 
a,86j  6  8 

«?J3i  4  I 
35,ir3  13  lo 

ig.73'  13  4 

£  »  d 
1,730  14  2 

133  Ifi  7 
95   5  5 

270  14  7 
J. 436  4  8 
i,fi4<>  10  6 

£      3  d 
34,63a  0  3 
1.431  11  5 
3,768    I  3 
22,081    9  6 
53.647  9  a 
18,086  3  10 

£  s  d 
3,195    0  8 

106    1  9 

131  18  8 
i^a4  7  3 
1^435  6  II 

991  14  I 

£    8  d 
36,833  0  It 
1-537  13  3 
3.899  19  II 
3.505  16  9 
55,102  16  I 
igfin  16  II 

U7,g6a  0  4 

3,313   3  11 

123,644  14  9 

6.304  9  4 

13B449  3  9 

(3S)  This  statement  does  for  the  Ledger  balances  what 
the  statement  with  Paragraph  37  does  for  the  receipts  and 
payments ;  it  should  be  entered  among  the  general  returns 
for  publication  to  ^e  ratepayers.  A  good  many  rate- 
payers do  not  understand  the  difference  between  a 
"Receipt  and  Payment  Account"  and  an  "Income  and 
Expenditure  Account."  This  would  show  them  how  the 
one  should  be  deduced  from  the  other,  and  its  correctness 
proved  by  the  cross  addition. 

(39)  A  similar  statement  is  not  required  for  (loan)  capital 
expenditure,  which  goes  on  continuously  without  regard 
to  any  particular  twelvemonth,  but.  of  couxse,  it  should 
be  controlled  by  the  yearly  budget  estimate. 

Estimate  for  Rate. 

(40)  The  estimate  for  the  rate  is  based  on  the  receipts 
and  payments  of  the  previous  year,  or  of  the  two  previous 
years.  It  should  be  printed  of  a  uniform  size  with  the 
annual  volume  of  accounts  and  the  minutes  of  the  council. 

(41)  Section  144  (i)  of  the  Municipal  Corporation  Act, 
i88z,  says  that  the  council  shall  "  frcm  time  to  time'' 
estimate  what  "will  be  sufficient"  ;  and  {2)  says  that  tbe 
council  shall  from  time  to  time  order  a  rate,  to  be  called  a 
borough  rate,  to  be  made.  Clearly  that  rate  cannot  include 
any  retrospective  item,  bat  if  there  is  any  doubt  on  the 
subject  it  is  cured  by  (3),  which  authoTises  a  rate  to  be 
made  retrospectively  to  cover  expenses  already  incurred. 


(42)  Section  310,  Public  Health  Act,  1S75,  empowers  an 
urban  authority  to  make  from  time  to  time  a  rate,  or 
rates,  to  be  called  "general  district  rates,"  and  says,  "Any 
"such  rate  may  be  made  and  levied  eitiier  prospectively 
"  in  order  to  raise  money  for  the  payment  of  future  chaises 
"  and  expenses,  or  retrospectively  in  order  to  raise  money 
"  for  the  payment  of  charges  and  expenses  incurred  at  any 
"  time  within  six  months  before  the  making  of  tbe  rate." 

(43)  Thus  no  rate  can  be  made  imder  either  Act  including 
items  both  prospective  and  retrospective.  The  object  evi- 
dently is  to  make  the  rates  for  the  year  cover  the  expenses 
of  the  year  and  secure  careful  management.  Yet  in  some 
boroughs  this  salutaiy  provision  is  habitually  disregarded, 
and  ratepayers  are  deceived  as  to  the  true  poundage  of  tbe 
rate.  If  there  was  a  large  deficit,  and  a  retrospective  rate 
was  made,  there  would  be  an  outcry  from  the  ratepayers 
which  tbe  council  would  not  like,  and  the  result  would  be 
that  estimates  would  be  more  carefully  framed  to  cover 
expenses,  and  it  would  not  be  possible,  for  election  pur- 
poses, to  defer  payments  so  as  to  throw  the  burden  of  one 
year  on  to  the  next,  or  to  excuse  mismanagement  by  say< 
ing  it  was  due  to  the  last  year's  cotmcil. 

(44)  in  the  slipshod  way  in  which  the  town  business  is 
too  often  done  no  notice  of  this  is  taken  by  the  Town 
Clerk,  who  is  responsible  for  it,  who,  when  callol  upon, 
usually  gives  his  opinion  e«|b^y,LteaKiBg  aO^Jt^of  it. 
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(45)  In  the  case  of  the  authorised  trading  undertakings 
of  a  corporatioa— as  Water,  Gas,  Electric  lighting,  and 
so  on — the  budget  should  take  the  place  of  tbib  estimate 
for  the  rate. 

(46)  No  balance  "for"  or  "against"  in  the  previous  year 
should  be  brought  forward  in  the  estimate  or  in  the 
budget,  but  future  pro&  and  loss  should  be  estimated  for 
in  the  rates.  Any  realised  cash  profit  or  loss  should  be 
carried  each  year  to  the  General  District  Fund,  after 
allowance  for  depreciation,  reserve  fund,  and  a  reason- 
able working  balance.  Should  there  be  any  further  balance 
available  it  should  go  to  reduction  of  debt. 

(47}  Under  such  management  every  proposal  would  be 
received  with  due  consideration,  and  no  wild-cat  scheme 
could  be  suddenly  brought  forward  and  adopted  without 
due  consideration  and  regard  to  expense. 

Ca^tal. 

(48)  At  present  Water,  Gas,  Electricity  unden^akings, 
and  so  on,  are  carried  on  under  general  Acts  and  Pro- 
visional Orders  of  the  Local  Government  Board,  and  no 
expense  may  be  incurred  except  under  these  or  the 
Municipal  Corporation  Act,  1882  and  the  Public  Health 
Act,  1875,  and,  before  loans  can  be  raised  for  such  pur- 
poses, the  sanction  of  the  Local  Government  Board  must 
be  obtained. 

Capital  for  these  undertakings  can  only  be  obtained 
by  loan,  and  the  accounting  of  it  should  be  kept  most 
carefully  distinct  from  the  revenue,  as  shown  in  the 
Summary  of  Receipts,  Payments,  and  Cash  Balances 
above  given  in  Paragraph  37. 

Commercial  Undertakings. 

(49)  Of  course,  for  each  separate  wurk  or  undertaking 
there  should  be  a  complete  set  of  books  based  on 
"receipts  and  payments  "  (Bank  Pass  Book),  and  Ledgers, 


and  an  Income  and  Expendittve  Account  for  each,  as 
shown  in  Paragraph  40. 

(50)  lliere  AouHd  also  be  a  Profit  and  Lois  Account  and 
a  Balance  Sheet. 

(51)  A  good  deal  of  misundeistaading  has  arisen  from  the 
form  of  Net  Revenue  Account  on  electrical  undert^ings 
laid  down  by  the  Board  of  Trade.  It  omits  the  charges  for 
interest  on  and  repayment  of  loans,  and  then  shows  a 
handsome  profit,  but,  to  make  a  comparison  fair,  the 
shareholders'  capital  ^K>uld  be  put  in  the  Balance  Sheet 
against  the  loan  capital  of  the  municipal  undertaking, 
and  the  same  rate  of  interest  be  charged  on  both.  When  a 
dividend  is  declared  in  a  commercial  company  the  whole 
of  it  is  not  profit,  but  only  the  excess  over  the  current  rate 
of  interest,  and  in  a  muaicipal  undertaking  the  interest 
on  the  loan  capital  must  be  reckoned  before  a  profit  can 
be  honestly  claimed. 

(53}  Every  Capital  Account  will  be  included  in  its  proper 
place  in  the  "Summary  of  Receipts,  Payments,  and  Cash 
Balances  "  (Paragrafdi  27). 

Sinking  Funds. 

(SJ)  The  accounts  of  ^e  sinking  funds  should  be  kept 
entirely  separate  from  all  other  accounts. 

(54)  There  should  be  a  "  General  Investment  Ledger,"  in 
which  all  interest  received  from  investments  should  be 
entered,  as  well  as  contentions  from  the  rates.  Each 
loan  will  have  a  head,  under  which  its  Sinking  Fund 
Accounts  will  be  put ;  but  the  interest  payments  need  not 
be  allocated  till  the  end  of  the  year,  and  then  done  all 
together  and  recorded  in  the  annexed  forms. 

(55)  These  are  given  here,  in  two  skeleton  forms  to  save 
space,  with  only  the  headings  and  a  few  items  and  the 
totals.  It  will  be  observed  that  the  tabular  form,  here  as 
elsewhere,  lends  itself  to  ^low  the  correctness  of  the 
wtiole,  whidi  is  further  proved,  if  need  be,  by  the  final 
total  of  the  two  statements  agreeing. 


BOROUGH  OP  SLOCUM. 
Sinking  and  Consolidated  Loans  Fdnds  cohbinbd.      31st  March  1905. 

SiKKIKG  FUKD. 


liivestfd  on 

Unfnvesied 
Balance 
on  3igl  March 
1904 

Added  durinn  Yeir 

Total  of 
Cols.  I,3,3&  4 

NaiLa  of  Account 

31st  Much 

From  Rates 

Intvrest  on 
Investmenia 

I 

1 

3 

4 

5 

Victoria  Park 
Sewafte  Farms 
Public  Batbs 
Other  Items 

1,560  0  0 
880  0  0 

33.156   5  6 

£  »  d 
33  8  7 
15  18  8 

I. 141    a  5 

£     B  d 
>9*   3  6 
168   9  5 
80    3  11 
e.470    8  11 

f    s  d 
50   4  S 
»9   >  3 
too 
1,107  7  8 

£     s  d 
iji36  16  6 
1.093  9  4 
81    3  11 
4' .875   4  6 

Toul  Sinking  Fund 

3S.596  3  6 

1,169  9  8 

6,913    S  9 

1,187  13  4 

44,886  14  3 
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CONSOLIDATID  LOAMS  Fl'ND. 


Town  Hall  .. 
Stmtt  Improvement 
Refuse  Destructor  . . 
Other  Itnns . . 


Total  Consolidated  Loans  Fund 
Grand  Total 


769  0  0 
12,483  14  8 

240  0  0 
33,926  0  0 

769,       as  7  3 

tq  6  10   ,       *os  3  * 
231,         14  0  0 
«7  14  8          738  3  0 

»4  a  5 

393   3  0 
893 
687  2  6 

875  "6  5 
n.30»  7  8 

264  13  3 

«4.379  0  « 

 .  

33>437  M  8 

56  II    4    1       1,313  13  5 

1,114  17  I 

37,831  16  6 

£71,034    0  3 

£1,343   «  0 

£8,135  19  a 

£2.3oa  10  5 

£82.708  10  9 

1 

SiNxmo  FuxD. 


Victoria  Park 
Sewage  Farrna 
Public  Baths 
Other  Items 


Name  of  Account 

Invested 
dariDg  Year 

6 

Principal 
Repaid  daring 
Year 

7 

Total  Invested 
on  31st  March 
1903 

8 

Uninvested 
Balance 
on  31st  March 
1905 

9 

Total  of  Fund 

(Cols.  8  &  9) 

10 

Total  SlnkinR  Fuft 

£    s  d 
i6g  0  0 
200  0  0 
60  0  0 
7.3*7  0  0 

£     B  d 

1,829  0  0 
1,080  0  0 
60  0  0 
40,733  5  6 

£  s  d 
7  16  6 
13   9  4 
21    3  II 
1,131  ig  0 

£     »  d 
1,630  16  6 

>.«>3  9  4 
81   3  II 

41 1873  4  < 

8,096  0  0 

43fi9*  3  C 

t.194  8  9 

44.886  14  3 

CONSOLIDATRD  LOAMS  FuNO. 


aa 

0 

0 

869  0 

0 

6  16  s 

875  16 

a 

0 

331  16  It 

13,300  17 

9 

I  9  11 

>3JM  7 

I 

0 

0 

360  0 

0 

4  "  3 

364  13 

3 

0 

0 

300  0  0 

33,386  0 

0 

93  0  a 

33.379  0 

3 

Total  Consolidated  Loans  Fund 
Grand  Total 

3,000 

0 

0 

731  16  II 

37.713  1? 

9 

103  iB  9 

37,821  16 

6 

.  £11,096 

0 

0 

£721  16  u 

f8>.4oB  3 

3 

£1,300    7  6 

£82,708  10 

9 

■   1 

Borough  op  Slocuu  Sinking  Fund  Invsstments,  31st  March  1905. 


Name 


SiwKiNO  Fund — 
Water  Works 
Public  Library 
Sewaice  Farms 

Othrr  Items 


Total  Sinking  Fund  . 


CoMSoLtDATKD  Loans  Fumd— 

26      Victoria  Park  

130  Streets  Improvement  Fond  . . 
i^      Yoili  Cottage  


Other  Items 


Tecal  Consotidatad  Loan*  Fund . . 


11 

(A  o 

u 


3.670 
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(56)  Years  ago  the  loans  used  to  be  raised  by  terminable 
annuity  of  fixed  amounts,  calculated  so  that  interest  and 
coital  were  both  paid  off  in  a  fixed  time,  and  the  instal- 
ments nsed  to  be  paid  regularly.  The  terminate  annuities 
afforded  no  facilities  for  paying  off  intermediately, 
but,  on  the  whole,  the  f,ystem  seems  the  best  for  town 
councils,  and  ratepayers  could  understand  it. 

(57)  Then  the  sinking  fund  arrangement  came  into  use. 
It  gave  something  to  play  with ;  there  were  loans  to  be 
negotiated  and  sinking  fund  money  to  be  invested ;  there 
were  commissions  to  be  got,  and  it  required  an  expert  to 
tell  the  exact  yearly  payment  required.  Some  town  councils 
have  wished  to  invest  their  sinking  funds  in  loans  to  their 
own  undertakings,  and  they  are  habitually  invested  with 
other  corporations  who  are  themselves  heavily  sunk  in 
debt  and  insolvent,  were  it  not  for  their  power  to  extort 
money  from  the  ratepayers  in  the  shape  of  rates.  I  could 
quote  an  example  of  two  corporations  mutually  investing 
equal  sums  with  the  other  and  exchanging  cheques,  every- 
thing being  in  apparent  order  I  Is  not  the  investment  a 
sham  and  the  system  rotten? 

(58)  Every  year  there  is  an  instalment  to  be  invested  and 
there  is  difficulty  about  it,  so  that  there  is  usually  an  unin- 
vested balance  at  the  end  of  the  year  and  a  loss  of  interest. 
The  fundamental  rule  foe  sinking  funds  is  that  money  must 
be  quickly  invested. 

(59)  Lastly,  there  came  the  plan  of  issuing  stock  to  be 
redeemed  by  sinking  fund.  Loans  were  consolidated  and 
stock  issued,  but  almost  invariably  under  par,  with  a  con- 
sequent increase  in  the  face  value  of  the  debt,  and  at  the 
present  moment  ihe  selling  value  has  fallen  considerably 
below  the  price  of  ibsue.  It  would  be  dangerous  to  give 
any  corporation  power  to  deal  with  its  own  or  any  other 
stock,  and  I  give  a  newspaper  cutting  from  the  report  of 
the  professional  paid  auditors  of  a  borough  (there  were  the 
usual  elective  auditors  besides)  to  prove  it : — 

"We  have  verified  the  several  investments,  and  they 
appear  in  the  Balance  Sheet  at  their  cost  price.  A  portion 
of  the  investments  existing  on  the  31st  March  rgoj  were 
realised  during  the  period  under  review,  and  a  deficiency 
of  ^498  3s.  4d.  was  thereby  occasioned.  As  against  this 
deficiency,  a  surplus  of  £^,3^0  8s.  2d.,  arising  from  pur- 
chase and  cancellation  of  the  tK>rough's  redeemable 
stock,  is  included  in  the  sum  standing  to  the  credit  of  the 
sinking  fund,  and,  after  providing  for  the  above-men- 
tioned deficiency,  leaves  £i,8ta  43.  lod.  available  as  pro- 
vision for  any  contingent  loss." 

But  poaribly  they  might  be  trusted  with  power  to  buy  stock 
by  public  tender  and  cancel  it,  using  the  annual  instalment 
provided  for  the  payment  of  debt. 

Tie  Audit. 

(60}  Tlie  aadil  of  the  accounts  of  metropolitan  boroughs. 


and  a  few  of  the  country  ones,  and  of  the  educational  com- 
mittees, is  now  conducted  by  auditors  nominated  by  the 
Local  Government  Board,  but  the  nest  of  the  provincial 
boroughs  elect  their  own  atiditors,  one  nominated  by  the 
council  and  two  elected  by  the  ratepayers,  who  can  only 
vote  for  one  candidate  apiece. 

For  the  most  part  the  audit  by  the  elective  auditors 
resolves  itself  into  a  verification  of  the  arithmetical 
accuracy  of  the  figures,  which  is  unnecessary,  because  the 
accounts  may  be  so  arranged  as  to  show  double  entries  and 
prove  themselves  to  the  eye,  and  so  satisfy  the  ratepayers 
of  their  correctness ;  and  nott,  because  an  error  very  raidy 
occurs.  The  real  work  of  the  auditor  comes  after  the 
arithmetical  test  is  completed. 

(61)  The  duties  of  an  auditor  of  the  accounts  of  a 
municipal  borough  are  the  same  as  for  the  accounts  of  a 

guardian  of  the  poor,  and  are  given  in  Section  95,  Chapter 
56  of  I  and  3  Victoria,  1838,  which  1  will  here  transcribe : 

'And  9uA,  auditors  shall  examine  into  the  matter  of 

such  account,  and  shall  disallow  and  strike  out  of  every 
such  account  all  such  charges  and  payments  as  they  shall 
deem  to  be  illegal  or  unfounded,  and  shall  reduce  such 
as  they  deem  to  be  exorbitant,  and  shall  insert  in  every 
such  account  such  charges  gainst  the  person  accounting 
as  they  deem  such  person  liable  to,  specifying  upon  or  at 
the  foot  of  such  account  every  such  charge  or  payment, 
and  its  amount,  so  far  as  they  shall  disallow,  reduce,  or 
insert  the  same  and  Idie  cause  for  which  the  same  is  dis- 
allowed, reduced,  or  inserted." 

(6a)  In  the  appeal  case,  Thomas  v.  Devenforl  Corporation^ 
the  Lord  Qiief  Justice  (Russell),  in  announcing  judgment, 
said :  — 

"I  do  not  subscribe  to  the  doctrine  that  a  borough 
auditor's  sole  duty  is  to  see  whether  there  are  vouchers 
apparently  formal  and  r^lar  justifying  each  item  in 
respect  of  which  the  authority  seeks  to  get  credit  upon 
the  accounts.  I  think  that  that  is  an  incomplete  and 
imperfect  view  of  the  duties  of  an  auditor.  I  think  he  is 
not  only  entitled,  but  justified  and  bound,  to  go  further 
than  that,  and  by  fair  and  reasonable  examination  of  die 
vouchers  to  see  whether  there  may  not  be  amongst  the 
payments  so  made  payments  which  are  not  authorised 
by  the  duty  of  the  authority  or  contrary  to  the  duty  of 
the  authority,  or  in  any  other  way  illegal  or  improper, 
and  if  he  so  discover  such  payments  it  would  be  bis  duty 
to  make  tiheni  public,  certainly  to  report  them  to  the 
authority  itself,  and  certainly  to  report  them  to  the 
burgesses  who  had  created  that  authority." 

(63)  Now,  in  contrast  with  the  above,  I  give  here  a  copy 
of  the  remarks  of  an  elective  auditor,  who  stated  his 
reasons  for  not  signing  At)^^g'd*^^y'6^?i^9?l"C 
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"  I  have  not  signed  the  above  report  for  the  following 
reason :  — 

"The  Municipal  Corporatioos  Act,  1882,  defines  the 
andit  as  follows: —  * 

"'The  treasurer  shall  make  up  his  accounts  in  each 
half-year,  and  submit  them  with  the  necessary  vouchers 
and  papers  to  the  borongh  anditorsj  and  they  shall  audit 
them.' 

"'I'liis  has  been  done  by  my  colleague  and  myself,  and 
the  accounts  duly  passed  as  correct. 

"The  above  report  is  a  criticism  of  the  book  issued  by 
the  Borough  Accountant  with  the  sanction  of  the  town 
council  and  a  general  criticism  of  the  town  council's  pro- 
ceedings, for  which  in  each  case  there  may  or  may  not  be 
grounds,  and  which  in  my  opinion  is  not  the  duty  of 
elective  auditors. 

"  If  there  had  been  anything  wrong  in  the  accuunts,  or 
any  spending  of  money  without  the  sanction  of  the  coun- 
cil, I  sbonld  have  drawn  the  attention  of  the  rat^ayers 
to  the  same. 

(Signed)   ,  Elective  Auditor." 

(€4)  This  represents  the  position  taken  up  by  most  of  the 
elective  auditors,  and,  of  coursci  such  audit  can  be  of  little 
use,  especially  if  the  accounts  are  reliable  and  arranged 
on  a  proper  system  of  double-entry  and  coherence  and  con- 
tinuity. It  may,  however,  be  observed  that  the  remunera- 
tion of  the  elective  auditors  is  usnally  not  too  much  for  the 
work  they  do. 

(65  Section  37  of  the  Municipal  Corporation  Act,  18S2, 
provides  for  the  audit  of  borough  council  accounts  by  three 
auditors,  and  Section  346  of  the  Public  Health  Act,  1875, 
provides  for  the  audit  of  the  urban  autiiority  by  the  same 
auditors.  The  intention  evidently  is  to  leave  the  burgesses 
as  much  as  possible  to  manage  their  own  affairs.  One 
resnlt  of  this  is  that  the  auditors  have  no  power  of  sur- 
charge, and  their  only  weapon  is  publicity. 

(66)  They  can  call  for  any  and  everything  connected  with 
the  accounts,  and,  if  necesBary,  enforce  its  production  in 
the  Police  CourL  Ratepayers*  associations  must  be  a  poor 
lot  if,  besides  their  rights  of  inspection  mentioned  in  Para- 
graph It  above,  they  cannot  get  all  the  information  they 
want  through  their  chosen  auditor,  who  can  at  the  audit 
take  what  notes  he  likes  and  report  fully  to  them. 

(67)  Mnch  may  be  done  by  the  ratepayers  even  now,  with 
their  present  powers,  if  they  will  be  alive,  follow  the  advice 
of  Lord  Roaebery  and  be  aggresuve.  Where  there  is  a 
Government  auditor  and  a  public  audit  they  ^ould  show 
their  interest  by  attending  it,  and,  if  they  cannot,  they 
should  pay  and  instrurt  some  capable  man  to  act  for  them, 
and.  in  bad  cases,  ask  for  the  intervention  of  the  High 
Court  or  the  Public  Prosecator. 


(68)  But  the  repeal  of  Section  346  of  the  Public  Health 
Act,  1S75,  and  the  sixth  word  "not "  of  Section  247,  would 
give  adequate  power  for  the  auditors,  however  appointed, 
and  possibly  the  present  system  of  elective  auditors  might 
then  be  fotuid  woricable. 

(69)  Section  347  is  too  long  to  give  here,  but  a  short  sum- 
mary of  its  clauses  will  be  useful. 

Clause — 

(3)  Requires  notice  of  the  time  and  place  of  audit  to 
be  given. 

(4)  Accounts  to  be  thrown  open  for  seven  cljar  days 
before  audit. 

(s)  Gives  power  ito  auditor  to  require  production  before 
him  of  all  books,  vouchers,  &c.  &c. 

(6)  Ratepayers  may  be  present  and  object. 

(7)  Auditor  shall  disallow  illegal  payments. 

(8)  A^ieved  person  may  apply  to  Court  of  King's 
Bench. 

(9)  Stmi  surcharged  to  be  paid  within  fourteen  days, 
and,  if  not  paid,  auditor  shall  recover  amount. 

(to)  Auditor  shall  report  on  the  accounts  within  fourteen 
days  to  the  clerk  of  the  authority. 

Surely  these  provisions  are  adequate,  and  if  ratepayers 
wilt  not  take  the  [>roper  steps  to  enforce  them  it  is  their 
own  fault. 

Clause  (g)  is  so  important  that  I  will  transcribe  it  here : 
"  Every  sum  certified  to  be  due  from  any  person  by  an 
auditor  under  this  Act  shall  be  paid  by  such  person  to 
the  treasurer  of  such  authority  within  fourteen  days  after 
the  same  has  been  so  certified,  unless  there  is  an  appeal 
against  the  decision ;  and  if  such  sum  is  not  so  paid,  and 
there  is  no  such  appeal,  the  auditor  shall  recover  the 
same  from  the  person  against  whom  the  same  has  been 
certified  to  be  due  by  the  like  process  and  with  the  like 
powers  as  in  the  case  of  sums  certified  on  the  audit  of 
the  poor  rate  accounts,  and  shall  be  paid  by  such  autho- 
rity all  such  costs  and  expenses,  including  a  reasonable 
compensation  for  loss  of  time  incurred  by  him  in  such 
proceedings  as  are  not  recovered  by  him  from  such 
person." 

(70)  When  the  audit  is  completed  and  all  the  items  have 
been  properly  supported  by  vouchos,  the  appropriation 
audit  will  not  be  found  troublesome.  The  actual  receipts 
and  payments  in  the  year  must  be  put  alongside  the  estimate 
for  the  rate ;  the  excess  or  deficiency  noted  in  adjacent 
columns,  and  all  four  columns  on  each  side  totalled.  No 
opening  or  closing  balances  on  either  ude  should  be 
included.  Where  there  is  any  striking  divergence  from  the 
estimate  on  either  side  the  reason  should  be  explained,  and 
if  the  actual  payment?  have  exceeded  the  actual  receipts, 
the  auditor  should  report  it  with  a  view  to  a  retroactive 
rat«  being  msde  to  cover  ihg^l^byGoOgle 
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(71)  In  coiiclusion,  I  would  agaio  say  to  property  owners 
and  ratqiayera'  associations,  be  wide  awake  and  aggresnve. 
Do  the  best  yon  can  nader  the  law  as  it  stands  if  you  cannot 
get  it  altered.  In  Loudon  you  have  Government  auditors : 
attend  the  audit,  notice  irregularities,  press  for  surcharges, 
help  and  support  the  auditor.  Boroughs  shonld  select  a 
qualified  and  resolute  man  as  thdr  elective  auditor,  who  will 
report  to  the  council  and  to  them  all  irr^ularities.  He  will, 
of  course,  get  the  authorised  salary  (which  is  far  too  small 
for  a  proper  audit),  but  let  the  ratepajrera  not  think  in  pence 
but  pay  thdr  auditor  sufficient  to  attract  a  competent  man. 
Nor  need  an  honest  town  councillor  fear  an  audit,  however 
strict — indeed,  he  may  sometimes  be  glad  to  be  protected 
against  himself  and  his  colleagues. 


Ube  Cbartere6  Hccountant  Students 
Sodcts  of  XonDon. 


Compensation  under  the  Ucendnc  Act*  i904> 


By  W.  C.  NOKTHCOTT. 


A  FAFEK  read  before  the  Chartered  Accountant 
Students  Society  of  London  on  October  17th  1906, 
Mr.  W.  Plendek,  F.C.A.,  presiding. 


The  subject  of  compensation  has  been  previously  dealt 
with  in  the  history  of  tins  Society,  as  reference  to  the 
published  "  Transactions  *'  will  show,  and  Mr.  F.  N.  Keen, 
one  of  my  most  distingui^ied  predecessors  in  the  Chair- 
manshdp  of  the  Committee,  delivered  a  very  interesting 
lecture  on  the  subject  in  the  autumn  of  190a,  but  to-night 
I  ask  you  to  consider  for  a  short  time  a  special  branch  of 
compensation,  which  has  only  come  into  prominence 
during  the  last  year,  and  which  had  its  being  in  the  pass- 
ing of  the  I^icensing  Act,  1904  (4  Edw.  VIL,  c.  23).  As  to 
the  merits  or  demerits  of  that  Act,  and  the  justification  or 
otherwise  for  styling  it  a  "  Brewers'  Endowment  Bill,"  I  do 
not  propose  to  go,  neither  do  I  propose  to  discuss  its 
influence  or  effect  on  the  accounts  of  brewery  concerns, 
as  these  aie  fully  dealt  with  in  the  chapter  on  the  Act 
which  I  contributed  to  Mr.  Herbert  Lanham's  book  on 
"  Brewery  Accounts,"  but  I  shall  confine  myself  this  even- 
ing entirely  to  the  question  of  compensation  under  the  Act, 
its  history,  how  it  is  to  he  assessed,  and  how  distributed 
among  the  interested  parties. 

Before  dealing  with  figures,  it  may  be  interesting  to 
consider  for  a  brief  space  the  history  of  the  subject  and 
the  precedents  for  and  against  compensation,  in  order  to 
see  how  far  these  may  have  influenced  the  framers  of  the 


Act.  To  those  wishing  to  go  more  fuUy  into  the 
historical  part  of  the  subject  I  would  commend  a  perusal 

of  the  very  interesting  little  book  by  Mr.  C.  P.  Sanger 
euititled  "The  Place  of  Compensation  in  Temperance 
Refonn." 

Of  the  many  attempts  made  to  reduce  the  number  of 
licensed  properties  in  this  country  the  following,  all  of 
which  failed  foi  vacions  reasons,  are  the  bast  known : — 

Mr.  Bmce's  (afterwards  Lord  Aberdare)  scheme,  brought 
before  Parliament  in  1871,  whereby  no  money  compensa- 
tion was  offered  to  persons  dispossessed  <A  ihtar  licences, 
but  existing  licences  were  continned  for  ten  years  and  then 
ceased.  The  Licensing  Act,  1872,  was  the  outcome  of  this 
scheme. 

Mr.  Goschen,  by  the  Local  Taxation  (Customs  and 
Excise)  Duties  Bill,  1890,  proposed  that  ^^350,000  should 
be  applied  for  extinction  of  licences  in  England,  such 
money  to  be  provided  by  the  State,  and  to  be  nndec  the 
control  of  the  County  Councils. 

The  Bishop  of  Chester's  Authorised  Companies  (Liquor) 
Bill,  1893,  provided  for  the  formation  of  auttiorised  com- 
panies, and  in  districts  where  such  companies  were  to  be 
formed  no  new  licences  should  be  granted,  except  to  such 
companies,  and  after  five  years  from  the  date  of  the 
establishment  of  an  authorised  company  in  any  district 
any  licence  not  held  by  the  company  should  not,  save  as 
provided  in  the  Act,  be  renewed,  and  should  ex[»re  at  the 
close  of  the  period  for  which  it  was  granted. 

Lord  Peel's  scheme  (Minority  Report  of  the  Royal  Com- 
mission on  Liquor  Licensing  Laws,  Part  5,  Ch.  3) 
suggested  that  after  seven  years  from  the  passing  of  the 
Act  the  licensee  should  be  considered  as  entitled  to  no 
compensation  for  the  loss  of  his  licence,  and  that  mean* 
while  the  maximum  of  compensation  paid  should  be  seven 
times  the  rateable  value  of  the  premises. 

Sir  W.  Harcourt's  Local  Option  Bill,  1894,  which  did 
not  provide  for  any  compensation. 

On  tlie  other  hand,  in  several  of  our  Colonies,  and  some 
foreign  countries  where  it  has  been  thought  necessary  to 
reduce  licences,  the  Legislature,  where  compensation  has 
been  provided  for,  has  f airiy  definitely  laid  down  the  basis 
upon  which  compensation  is  to  be  paid.  The  following 
are  a  few  representative  examples:  — 

In  South  Australia,  by  the  Licensed  Victuallers  Amend- 
ment Act,  1891,  the  basis  of  compensation  is  fifteen  yeaxs* 
purchase,  which  is  provided  by  the  Treasury. 

By  the  Licensing  Act,  1890,  of  the  Colony  of  'N^ctoria, 
provision  is  made  for  the  compensation  of  those  persons 
whose  licences  are  taken  away,  the  amount  being  arrived 
at  by  arbitration  on  a  "  fur  and^e^vj^l^^^'|^ection 
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44),  and  the  compensation  fund  being  provided  by  the 
trade  itself. 

In  Norway,  by  the  law  of  1880,  permanent  licences  were 
compensated  on  a  basis  of  a  Ufe  annuity  equal  to  the 
annual  profit  based  on  the  three  previous  years. 

la  Russia,  where  a  Government  spirit  monopoly  has 
recently  been  introduced,  as  may  be  supposed  there  was 
no  intention  to  pay  compensatioa  i  but  in  Poland  and  the 
Baltic  Provinces,  where  ancient  vested  rights  existed,  it 
was  found  impossible  to  extinguish  them  without  any  com- 
pensation, and  these  vested  interests  have  been  com- 
pensated on  a  basis  the  annual  profit  over  a  period  of 
five  years,  multqilied  by  twenty. 

From  a  Blue  Book  recently  published  by  the  Home 
Uflfice,  entitled  "Licensing  Statistics,  1905,"  the  effect  of 
the  Act  of  1904  may  be  seen  in  relation  to  the  reduction  of 
licences. 

In  the  year  1905  the  total  number  of  licences  tost  by  the 
action  of  the  licensing  justices  was  594,  of  these  514  were 
extinguished  by  payment  of  compensation,  and  80  on  the 
ground  of  misconduct,  &c.,  without  compensation. 
Although  rather  outside  the  scope  of  4his  paper,  it  is 
interesting  to  note  that  226  licences  lapsed  owing  to  there 
being  no  application  for  their  renewal,  making  the  total 
reduction  of  on-licences  at  Brewster  Sessions  820,  whilst 
onJy  47  new  Uceoces  were  granted  uoder  the  provisions  of 
Section  4  of  Act  of  1904.  The  total  amotuit  of  com- 
pensation levy  received  in  respect  oi  Ibe  year  1905  up  to 
February  36th  1906  was  120,669  4^-  ^^-t  ^^'^  '^^e  amount 
paid  out  in  compensation  was  ^109,474  155.  iid.,  the 
balance,  subject  to  outstanding  claims,  remaining  to  form 
the  basis  of  the  Compensation  Fund.  Assuming  that  the 
maximum  levy  were  made  ia  every  district,  the  total 
amount  received  would  have  been  j^i,2og,572  13s.  4d. 

It  must  not  be  forgotten  that  a  licence  is  a  very  special 
form  of  property,  which  carries  with  it  certain  benefits  to 
the  holder  thereof,  but,  at  the  same  time,  great  responsi- 
bilities. One  special  feature  of  interest  to  accountants  is 
that  it  does  not  vest  in  the  trustee  in  bankruptcy  on  the 
failure  of  a  licence-holder ;  and  where  a  lease  of  a  public- 
house  determinable  on  tbe  bankruptcy  of  the  lessee  con- 
tained a  covenant  by  the  lessee  upon  the  determination  of 
the  term  to  assign  the  business  to  the  lessor,  and  the  lessee 
became  bankrupt  before  the  expiration  of  the  term,  it  was 
held  that  his  trustee  in  bankruptcy  took  no  interest  in  the 
licence  and  that  the  covenant  was  valid,  entitling  the 
lessor  to  have  the  licences  delivered  up  to  him,  though 
they  were  not  assignable.  {Ex  parte  Rcyle;  re  Britnor.) 
On  the  other  hand,  in  practice,  where  a  licence-holder 
becomes  bankrupt,  the  licence  is  usually  transferred  to  hix 
trustee. 

In  considering  Che  question  of  con^nsation  it  is 
impossible  to  overlook  the  reasonable  expectation  that 


Ucencfls  would  usually  be  renewed  from  year  to  year, 
wliich  the  Legislature  held  out.  Tbaa  is  clearly  shown  by 
the  rights  given  to  owners,  as  apart  from  licensees,  under 
the  Licensing  Act,  1873,  Section  56,  and  Section  15  of  the 
Licensing  Act,  1874.  By  the  former,  upon  conviction  of  a 
tenant  of  an  offence  the  repetitioQ  of  which  may  render 
the  premises  liable  to  be  disqualified,  notice  thereof  is  to 
be  served  on  the  owner,  who,  when  the  premises  are  dis- 
qualified, is  given  the  opportunity  of  appealing  on  certain 
grounds  ;  whilst  the  latter  gives  the  owner  of  the  premises 
authority  to  apply  to  carry  on  the  business  until  the  xntxX 
special  sessions,  where  the  tenant  by  conviction  becomes 
personal^  disqualified.  The  owner  also  has,  under 
Section  37  of  the  Alehouse  Act,  1828,  the  nght  to  appeal  to 
quarter  sessions  as  a  person  aggrieved  by  the  refusal  to 
renew  the  licence  of  his  tenant.  It  was  under  this  enact- 
ment that  the  appeal  of  Sharp  v.  Wakefield  arose.  An 
even  stronger  case  is  presented  in  the  instance  of  what  ue 
generally  termed  ante  '69  beer-houses,  as,  prior  to  the 
passing  of  the  1904  Act,  these  had  a  legal  right  to  renewal, 
and  tiids  could  not  be  refused  except  on  foui  stated 
grounds. 

The  compeasation  is  not  provided  by  the  State,  but  by 

tbe  trade  itself — that  is  to  say,  the  trade  Is  obliged  under 
the  Act  to  bring  itself  under  the  mutual  insurance  scheme 
instituted  by  the  Act. 

The  basis  upon  which  compensation  is  to  be  paid  is 
laid  down  in  Section  a.  Sub-section  i,  of  the  Act,  which 
runs  as  follows  :  — 

"Where  quarter  sessions  refuse  the  renewal  of  an 
existing  on  licence  under  this  Act,  a  sum  ejual  it;  the 
difference  between  the  value  of  the  licensed  premises  (cal- 
culated as  if  the  licence  were  subject  to  the  same 
conditions  of  renewal  as  were  applicable  immediately 
before  the  passing  of  this  Act,  and  including  in  that 
value  the  amount  of  any  depreciation  of  trade  fixtures 
arising  by  reason  of  the  refusal  to  renew  the  licence), 
and  the  value  which  those  premises  would  dear  if  they 
were  not  licensed  premises,  shall  be  paid  as  compensa- 
tion to  the  persons  interested  in  the  licensed  premises." 
In  the  majority  of  cases  where  quarter  sessions  had 
refused  to  revoke  the  decisions  of  tbe  licensing  magis- 
trates confiscating  licences,  the  amount  of  compensation 
offered  by  quarter  sessions  was  agreed  with  the  interested 
parties,  and  in  due  course  paid  over ;  but  in  many  cases  the 
amounts  were  not  so  agreed,  and  were  referred  to  the  Com- 
missioners of  Inland  Revenue,  as  provided  by  Section  2, 
Sub-section  2,  of  tbe  Act. 

The  amount  awarded  by  the  Commissioners  of  Inland 
Revenue,  however,  appeared  to  the  interested  parties  in 
most  cases  so  meagre  as  to  be  impossible  of  acceptance, 
with  the  result  that  appeal  was  made^tq.  the  High  Court 
for  a  ruling  as  to  tbe  prQE^i^i^^iS^VjfOO^F^ 
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proceeding  under  the  Act  in  order  to  assess  the  difference 
in  value  between  licensed  and  ualicensed  premises. 

In  the  two  test  cases  which  came  before  the  Court  in 
the  form  of  petdtiona  on  appeal  from  valuations  made  by 
the  Commissioners  of  Inland  Revenue,  the  appeUanjts 
were  Ashby's  Cobham  Brewery  Company  and  Ashby's 
Staines  Brewery  Company.  The  former  company  had 
claimed  in  respect  of  a  fully  licensed  house,  which  was 
to  be  closed  under  the  Act,  their  ctum  for  compensation 
£^fi39-  Quarter  sessions  agreed  to  allow  £i,S3g, 
aiul  the  Commissioners  awarded  ;^455i  whilst  in  the  High 
Court  judgment  was  given  for  £1,497  10s.  In  the  latter 
appeal  the  house  to  be  closed  was  an  ante  '69  beer-house. 
The  claim  was  for  £1,809  Quarter  sessions  had 

refused  to  fix  any  amount,  the  Commissioners  of  Inland 
Uevenue  awarded  ^^500,  and  the  judgment  of  the  High 
Court  was  for  ^£1,123. 

In  these  test  cases  the  main  contenton  of  the  Commis- 
sioners of  Inland  Revenue  (evidently  inspired  by  Lord 
Peers  Minority  Report)  was  that  compensation  should  be 
based  on  the  value  of  the  premises  for  the  purposes  of 
income-tax  under  Schedule  A  (subject  to  certain  modifica- 
tions), and  that  they  could  not  take  into  consideration  any 
claim  on  the  part  of  the  brewing  owner  in  respect  of  loss 
of  brewery  profits  00  beer  supplied  to  the  house;  whilst 
counsel  for  the  appellants  claimed  that  tbe  profit  earned 
was  the  true  basis  upon  which  the  compensation  should 
be  calculated,  to  which  sAiould  be  added  a  further  sum  for 
the  tenant's  interest-  The  view  advanced  by  the 
Attorney-General  on  behalf  of  tbe  Commissioners  of 
Inland  Revenue  found  no  favour  with  Mr.  Justice 
Kennedy,  who,  in  delivering  his  reserved  judgment,  said  : 
"  It  cannot  be  li^t  for  the  tribtmal  or  authority  which  has 
"to  ascertain  the  market  value  of  licensed  premises  to 
"refuse  to  admit  evidence  of  profit  which  the  possible  pur- 
"  chaser  would  certainly  treat  as  a  most  material  factor  in 
"  the  formation  of  a  right  judgment  as  to  the  value  of  tbe 
"licensed  premises."  The  alternative  suggestion  of  the 
Attorney -General  was  that  three  years'  purchase  would  be 
reasonable,  as  in  the  case  of  Page  v.  Ratcliffe,  but  the 
learned  Judge  would  not  entertain  the  suggestion,  as  that 
was  a  partnership  case,  where  the  term  was  seven  years 
and  the  valuers  for  all  parties  agreed  that  three  years'  pur- 
chase was  proper  ;  nor  would  be  admit  the  claim  advanced 
by  the  appellants  that  the  sum  payable  for  the  tenant's 
interest  should  be  in  addition  to  the  claim  for  profits. 
Although  many  cases  had  previously  been  settled  in  their 
early  stages  on  the  foregoing  lines,  by  the  result  of  these 
test  cases  the  principle  was  legally  laid  down  that  the 
valuation  fur  compensation  shnulil  be  on  a  pmfits  basiH, 
nnd  It  is  on  these  lines  that  future  rases  will  be  ccjiisiilurcil. 

Having  briefly  referred  to  the  history  of  the  subject,  ami 
to  the  cases  iimnediately  bearing  on  the  question  of  assess- 


ment of  compensation,  I  will  now  endeavour  to  describe 
one  method  of  the  preparation  and  apportionment  of  a 
claim  for  compensation.  I  say  one  method  advisedly, 
because  there  are  other  ways  of  preparing  claims,  vaiyiiig 
with  the  natuse  of  the  property,  but  the  method  here 
shown  will,  I  think,  be  one  of  frequent  use,  and  has  been 
drawn  up  in  order  to  show  the  vaaious  interests  concerned. 

Assume  that  a  fully  licensed  house  has  been  scheduled 
for  closure,  and  the  decision  of  the  licensing  magistrates 
upheld  on  appeal  to  quarter  sessions.  The  average  trade 
of  the  house  for  the  last  three  years  has  been  as 
follows : — 

450  Barrels  of  Beer, 
10  Dozen  Wine, 

aoo  Gallons  Spirits, 

800  Dozen  Bottled  Beer, 
and  the  rent  paid  by  the  occupier  £io  per  annum. 

Average  trade  for  three  years  in  bulk  beers :  — 

£   a  d     £    E  d 
300  Bairdi  of  X  at  in.  per  bsrrel,  profit  . .   iSo  e  a 
130    do.     I.P.A.  ai  MS.  pec  l»rrd,  profit  150  o  o 

4S0  Barrels,  average  at  ijs.  <atx>ut) . ,      . .  330  o  o 

Average  trade  for  three  years  in  wines  and  spirits:  — 
10  Dozen  at  js.  per  Aoten,  profit    , .  a  10  o 

100  Gallons  at  2s.  Gd.  p«r  gallon,  profit     ..     23  o 


27  10  o 


Average  trade  for  three  years  in  bottled  beer :  — 
800  Dozen  at  6d.  per  dosen,  profit  .. 


Yoare  PnrchaBfl 


Difftrenet  in  Rent : — 

Rent  Reserved,  £Za  pur  annum— 

Capitalised  on  3  per  cent,  basis    ..      ..1,600  o  o 
Rental  Value  of  Premises  Unlicensed,  £70 — 
Capitalised  on  7per  cent. Table  £997  o  o 
Ltss  Cost  of  Alterations  (o  make 
leiabla  aoo  o  o 


377  ro  o 


4J30  e  o 


797  o  o 


Depredation  of  Fixtoroi 


Total  Claim 


803  a  e 
100  a  o 

£3^433  O  o 


Care  nmst  be  taken  to  provide  that  the  period  over 
which  the  average  barrelage  is  taken  is  sufficient  to 
elimdnate  the  chances  of  any  fictitious  increase  or  decrease 
in  the  trade  owing  to  exceptional  circumstances.  The 
barrelage  is  usually  based  on  a  three  years'  average,  as 
shown  in  the  example;  but  when  the  trade  has  been 
increased  by  exceptional  circumstances  which  are  not 
likely  to  be  pennanent,  an  average  over  a  longer  number 
of  years  would  be  taken. 

The  number  of  years'  purchase  to  be  ^plied  as  a  factor 
is  a  question  for  a  valuer  ;  but  it  will  be  obvious  that  owing 
to  the  diversified  nature  of  licensed  properties  the  number 
of  yeais'  |>n»fits  to  be  pai<l  cannot  be  the  same  for  each 
house,  so  much  depending  upon  the  position  and  locality 
of  the  house,  its  ^"^t'^'^iJ^^f^^l^^pC^O^^^O^'  the 
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iieigbbouthood  as  to  its  growA,  le'rogresiHon,  or  the  state 
•if  trade  ia  the  district,  bat  the  figare  which  I  have  adopted 
is,  I  think,  a  fair  average  multiplier.  When  the  brewery 
boom  ia  London  was  at  its  height  as  much  as  twenty-eight 
years'  purchase  was  given  for  houses,  hence  the  difficulties 
which,  aome  of  the  brewery  companies  have  got  into. 

The  cx>mpeiisation  given  in  respect  of  ante  '69  licences 
will  be  at  a  higher  rate  than  in  the  case  of  other  licences, 
owing  to  their  superior  parMamentary  title.  Ia  a  recent 
case  which  came  under  my  notice  an  additional  year's 
value  was  given  when  the  licence  to  be  taken  away  was 
granted  prior  to  1869,  and  I  brieve  this  is  the  general 
practice  now  in  force. 

The  question  of  the  appreciation  of  the  premises  owing 
to  the  escheatment  of  the  licence  mnst  not  be  entirely 
overlooked,  although,  at  first  si^t  it  may  not  appear  to  be 
reasonable.  In  order  to  keep  down  the  assessments  on 
their  houses,  and  thns  counterbalance  the  increase  in  rates 
which  has  occurred  all  over  the  country,  brewers  have  in 
many  cases  charged  only  a  nominal  rent  for  the  premises 
and  recouped  tfaemaelves  for  tbe  small  rent  by  charging  an 
extra  price  for  their  beers.  This  has  acted  very  satisfac- 
torily in  the  past,  as  the  brewer  has  obtained  his  full  rent 
from  his  property  (cent  plus  increased  price),  whilst  the 
small  rental  charged  to  the  tenant,  according  to  his  lease 
or  agreement,  and  returned  by  him  for  assessment,  has 
succeeded  in  keeping  down  the  rates  on  the  premises. 
When,  however,  the  house  is  scheduled  for  closure  under 
the  Act,  and  the  value  of  the  property  after  escheatment  of 
the  licence  is  ascertained,  this  will  in  such  cases  exceed 
the  assessed  value  of  the  premises  as  licensed,  and  a  pro- 
portionate deduction  wiU  have  to  be  made  from  the  com- 
pensation paid  for  the  loss  of  tiie  licence  and  goodwill. 
In  a  settlement  which  was  approved  by  quarter 
sessions  quite  recently  a  deduction  of  £$0^  was  made, 
or  nearly  one-third  of  the  award.  The  property  was 
a  small  fully  licensed  house,  let  on  an  annual  tenancy  by 
the  brewers,  and  the  rent,  according  to  the  agreement^  was 
^22,  whereas  the  value  of  the  premises  as  a  shop  was 
fixed  by  the  valuer  to  the  licensing  authority,  and  agreed 
by  the  interested  parties,  at  ;^50,  a  difference  of  ^28, 
which,  multiplied  by  18  (the  number  of  years'  purchase 
^ven  in  this  instance),  amoumts  to  ^£504.  Had  the  Act 
come  into  force  earlier  a  stiU  larger  loss  would  have  been 
made  by  flia  owners,  as  the  rent  had  only  witiiin  the  last 
two  years  been  increased  to  £21. 

Having  arrived  at  the  value  of  the  licensed  premises, 
the  next  consideration  is,  to  whom  is  the  compensation  to 
be  paid?  and  in  this  we  must  be  guided  by  the  section  of 
the  Act  previously  quoted,  tbe  concluding  words  of  which 
state,  "to  the  persons  interested  in.  the  licensed  premises." 
According  to  'Paterson's  Licensit^  Acts,"  the  persons 
interested  are  *the  holder  of  the  licence,  the  owner,  any 


"mortgagee,  and  generally  any  person  having  an  interest 
"  in  tiie  premises."  Moreover,  under  Section  a,  Sub-section 
2,  managers  of  houses,  although  not  the  holders  of  the 
licences,  are  specially  provided  for  as  having  an  interest 
in  the  compensation  paid. 

The  smq>lest  example  of  the  apportionment  of  the  com- 
pensation awarded  is  where  the  brewers  are  the  freeholders 
and  the  house  is  occupied  either  by  a  manager  on  their 
behaJf  or  by  a  yearly  tenant.  In  either  case  the  rule  ia  to 
allow  the  tenant  or  manager  one  year's  profit  out  of  tiie 
compensation  awarded,  the  remainder  going  to  the  brewer. 
In  practice  there  is  no  difBculty  in  settling  these  umple 
cases,  as  the  brewer  usually  holds  out  as  a  bait  for  a 
speedy  settlement  the  probability  of  has  having  another 
house  suitable  for  the  tenant,  who  is  only  too  pleased  to 
see  an  early  prospect  of  again  settling  into  business. 

In  order,  however,  to  show  the  working  of  somewhat 
more  involved  cases,  we  will  assume  that  the  property 
upon  which  the  licence  is  to  be  extinguished  is  held  upon 
the  following  tenure : — Hdd  by  a  firm  of  brewers  on  a 
lease  from  a  private  individual  (to  whom  they  paid  a 
premium),  of  which  thirty  years  is  unexpired,  at  a  rental 
of  100  per  annum,  and  is  sub-leased  by  the  brewers  for 
seven  years  to  a  tenant  who  is  fully  tied,  at  a  rental  of 
£&o  per  annum,  the  tenant  having  the  right  of  renewing  on 
the  same  terms  for  the  remainder  of  the  brewers'  lease. 

In  the  supposed  case  of  compensation  quoted  tiie 
interests  to  be  considered  are  the  owner,  the  lessee,  the 
sub-lessee,  and  the  owner  of  the  fixtures. 
To  take  first  0ie  interest  of  llie  owner: — 

£  9 


Estimated  Rack  Rental  of  House  and  Ground 

as  Licensed  Pcemisea,  £150— 
Cai^tallsad  at  so  years'  poichaie 
Rental  Valne  atter  escheatment  of  licence  . ,   70  o  o 
Ltss  5  per  cent.  Interest  on  cost  of  necnsary 
Alterations  from  Licensed  Premises  to 
Shop  (say  £200)  10  o  o 


£   •  d 


3,000  0  o 


£60  0  a 


Capitalised  at  ifiyeera' Fnrdiase  (7peTcent. Table)..    833  o  o 

£*Mi  a  o 

As,  however,  any  interest  which  tiie  owner  has  in  the 
property,  other  than  his  rent  secured  under  the  lease,  is 
deferred  for  thirty  years,  it  will  be  necessary  to  find  the 
preseiLt  value  of  £i,i^s  deferred  thirty  years,  which  on 
the  4  per  cent,  table  is  ;f66i. 

The  question  of  the  amount  of  the  rack  rental  of  the 
premises,  licensed  and  unlicensed,  is,  of  course,  one  for 
a  valuer  to  determioe,  and  the  figures  shown  above  are 
only  used  as  an  illustration  of  the  mode  of  procedure.  The 
assessment  for  income-tax  under  Schedule  A,  however, 
may  usualJy  be  taken  as  a  fair  criterion  of  the  true  rack 
rental  of  the  licensed  premises  as  they  stand  prior  to  the 
escheatment  of  the  licence ;  ^^^^^(^^^j^^'^K 
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▼altu  of  the  preiniMS  after  the  escheatment  of  the  licence 
may  be  obtained  by  compaiison  with  the  rents  lecttved  for 
neighbouiing  properties,  having  due  regard  to  their  respec- 
tive positions  for  business  purposes,  &c. 

Invariably  it  will  be  found  Hiat  premises  which  have 
been  licensed  will  not  be  suitable  to  the  requijements  of 
other  buunesses,  due  to  the  peculiaT  nature  of  the  trade 
carried  on  and  the  requirements  of  the  magistrates.  Pro- 
vision wall  therefore  have  to  be  made  for  alterations,  and 
this  is  usually  done  by  dednctang  from  the  annual  letting 
value  of  the  unlicensed  premises  the  interest  upon  the  cost 
of  the  necessary  alterations. 

The  interest  of  the  lessee,  in  this  case  the  brewer,  is  the 
next  to  be  considered  :  — 


It  hsa  been  shown  th»t  the  profit  on  tlqnWB  sappllad  to 

the  house  U  

But  in  order  to  do  this  the  brewer  loses  annoaUyln  rani 
£30  and  proportion  of  premium  (tay  £30) 


£ 

377 


s  d 


so  o  o 


Years'  purchase 


33700 
19 


£3.9X4  o  o 


The  remaining  interest  to  be  considered  is  that  of  the 
tenant  and  licensee,  who  is  entiUed  to  compensation  for 
loss  of  the  goodwill  and  loss  of  profits  for  the  remainder 
of  his  term.  His  compensation  is  based  on  the  profits 
earned  by  him  out  of  the  house.  Thesa  may  be  arrived  at 
as  follows : — 

Groa  Profit  pir  am  mm — 

£  s  d  £  i  d 
900  Barrels  of  X  at  14s.  per  burd  . .      ..    siD  a  o 

150     do.      I.P.A.  at32s.  perbartd    ..    ifig  o  o 

  375  o  o 

10  Dozen  Wine  at  aoa  per  dozen   10  o  o 

900  GaUona  Sptrita  at  los.  per  gallon    100  o  o 

800  Dozen  Bottled  Beer  at  gd.  per  dozen   30  o  o 

Profit  on  Minerals  and  Tobacco  (sajr)   3500 

330  o  o 

Dtdnet  ExptHits— 

Rent    8a  o  o 

Rates    3S00 

Licences  and  Compensation  Levy . .      , .      30  5  3 

Trade  Eipensss   loo  o  o 

Wages  100  o  o 

  343  S  3 

Net  Profit   204  14  9 

Years'  Purchase    13 

)Ca,456  17  o 

It  will  be  noticed  that  the  tenant  has  been  allowed  twelve 

years'  purchase,  whereas  his  lease  is  onJy  for  seven  years, 
but  it  was  provided  that  he  Jiad  the  right  of  renewal  for 
the  remainder  of  the  term  of  thirty  years.  Had  the  fenewal 
been  at  the  option  of  the  brewers  a  lesser  number  of  years' 
purchase  would  have  been  given,  as  althou^  a  mere 
expectancy  of  renewal  of  a  lease,  even  if  reasonable,  will 
not  constitute  an  interest  entitled  to  compensation,  an 
equitable  right  to  a  lease  may  be  taken  into  account. 


Probably  the  trade  fixtores  are  the  property  of  the 
occupier,  be  having  acquired  these  by  payment  on  enter- 
ing into  possession,  or  a  portion  may  be  the  property  of 
the  owner  or  lessee,  but  in  any  event  the  owner  of  the 
trade  fixtures  is  entitled  to  compensation  for  their  depre- 
ciation owing  to  removal.  The  valuation  of  these  is*  of 
course,  a  matter  for  an  expert,  but  the  amount  of  depre- 
ciation will  be  the  difference  between  their  present  value 
as  in  use  and  their  value  as  serviceable  articles  when 
removed,  less  the  cost  of  removal,  as  the  Act  only  pro- 
vides for  "  depreciation  of  trade  fixtures  arising  by  reason 
of  the  refusal  to  renew  the  licence.*' 

It  must  be  borne  in  mind  that  no  provision  is  made  in 
the  Act  for  compensation  for  disturbance,  and  therefore 
the  to  per  ceoA.  claim  under  Uus  head,  usually  allowed 
when  property  is  acquired  under  the  I^nd  Clauses  Acts,  is 
not  admissible. 

The  total  claims  of  the  interested  parties,  as  shown  by 
the  foregoing  statements,  amount  to  j^7,043 ;  but  as  the 
total  compensation  awarded  is  only  5,4331  the  individual 
claims  will  have  to  be  abated  proportionately,  leaving 
the  final  settlement  between  the  various  interests  as 
follows : — 

£   1  d 

Owner  (Fieriioldei)   303  o  o 

Lessee  4,979  o  o 

Sub-Lessee  and  Licensee   1,859  c  ° 

Owner  of  Trade  Fixtures   100  o  o 

Total  Amount  Awarded  . .    iCS.433   o  o 

It  will  be  noticed  that  I  have  not  dealt  with  the  interest 
of  the  mor^agee  in  the  licensed  premises.  I  have  pur- 
posely omitted  this,  as  although  in  theory  he  has  a  certain 
legal  interest  in  the  house— that  of  part-owner  by  right  of 
mortgage — still  in  practice  I  do  not  think  the  interest  is 
one  that  need  be  seriously  considered.  Whether  in  the 
case  of  a  private  mortgagor,  or  a  company,  the  mc»1gagee 
would  most  [Mobably  serve  notice  on  the  compensation 
authority  of  his  charge,  by  virtue  of  his  advances,  on  the 
compensation  to  be  paid  ;  and,  in  either  case,  where  the 
mortgagee  is  a  private  person,  the  amount  paid  to  the 
owner  should  be  sufficient  to  saitisfy  his  mortgage,  apart 
from  the  residual  value  of  the  property  as  tinlicensed 
premises.  Losses  will  probably  be  sustained  by  brewery 
companies  as  mortgagees,  because  in  the  past,  in  order  to 
secure  a  market  for  their  output,  tiu^  have  been  forced 
by  competition  to  advance  sums  on  moctigagB  considerably 
in  excess  of  the  value  of  the  properties,  even  as  licensed 
houses. 

In  the  London  trade  the  first  charges  are  usually  a 
private  individual's  or  insurance  company's  mortgage 
(and  sometimes  both),  ranking  prior  to  the  brewer's  and 
distiller's  charges,  and  as  a  rule,  after  allowing  for  the 
margin,  ftese  prior  charges  are  sufficiently  secured.  In 
the  country  trade  private  mortgagesja^e  generally  amply 
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la  cases  wliere  the  mortgagees  aie  the  trustees  for 
debentuxe-holders  under  a  deed  vhere  the  property  is 
specifically  mortgaged  to  the  trustees,  the  amount  of  com- 
pensation due  to  the  mortgagor  (the  hrewery  company) 
would  be  claimed  by  the  tmstees  under  the  deed,  who 
would  probably  invest  the  money  and  hand  the  interest 
thereon  over  to  tiie  company.  It  ^ould  be  pointed  out, 
however,  that  until  the  principle  laid  down  in  Re  George 
RoMtteige  Sons,  Lim^  is  modified  or  amended,  it  would 
be  distinctfy  unwise  for  the  trustees  to  invest  the  money 
in  the  company's  own  debenture  stock  ;  in  preference  they 
should  invest  the  money  in  easily  negotiable  stocks,  pend- 
ing its  later  reinvestment  in  farther  licensed  property. 

In  the  volumes  of  past  "Transactiions  "  I  have  noticed 
that  many  of  our  lectmrers  open  with  an  apology ;  by  way 
of  novelty  I  have  reserved  my  ^lology  until  the  end,  and 
it  is  for  the  subject  of  this  paper.  A  letter  recently 
appeared  in  The  Aceountant,  in  which  the  opinion  was 
expressed  that  many  of  our  lectures  were  too  far  in  advance 
of  the  junior  students,  for  whom,  it  was  suggested,  this 
Society  was  primarily  formed,  and  I  am  prepared  to  admit 
that  perh^  this  paper  will  come  widiin  that  category.  My 
object,  however,  in  dealing  with  licence'compensation  is 
that  it  is  an  entirely  new  subject,  and  one  to  which  I  have 
given  some  Hionght,  and,  in  addition,  have  been  brought 
into  contact  through  business.  I  do  not  pretend  to  have 
dealt  exhaiutivdy  with  the  subject,  because  many  of  the 
calcnlations  are  such  as  can  only  be  accurately  detumined 
by  a  valuer ;  but  1  have  endeavoured  in  the  short  time  at 
my  disposal  to  give  you  an  idea  of  the  general  principles 
of  the  subject,  leaving  its  further  consideration  to  those 
who  are  saffideutly  interested  to  take  up  the  matter.  The 
passing  of  the  Licensing  Act,  1904,  should  be  of  interest 
to  us,  as  ilt  opens  up  an  additional  sphere  of  woilc  for 
accountants,  where  tiiey  may  not  only  be  useful  to  their 
clients,  but,  in  addition,  extend  their  own  profesuonal 
practice,  as  many  points  occur  in  these  compensation 
cases  wiiich  can  only  be  saitdsfactbrily  settled  by  an 
accountant — such  as  the  preparation  of  accounts,  investiga- 
tion of  claims,  settling  or  examining  the  bans  of  a  claim~ 
all  of  which  can  be  done  by  an  accountant  wUhout  his 
necessarily  holding  himself  out  as  an  expert,  whilst  in  the 
latter  position  he  can,  of  course,  go  much  further. 

The  present  is  an  age  of  specialisation,  and  if,  when  the 
young  accountant  commences  business  for  himaelf,  in 
addition  to  the  high  standard  of  general  knowledge  of 
accounts  which  he  must  possess  in  order  to  become 
qualified,  he  can  claim  to  know  a  little  more  than  his 
fellows  in  any  special  branch,  whether  that  branch  be 
Breweries,  Banks,  Collieries,  Gas  Works,  or  any  other 
business,  he  stands  a  much  better  chance  of  success  than 
the  merely  average  man  in  the  race  for  the  material 
rewards  of  his  profession. 


At  the  close  of  the  paper  a  short  discussion  ensued,  in 
which  Messrs.  H.  I^anham,  F.  G.  Bowers,  R.  Kettle,  and 
the  Chairman  took  part. 

The  meeting  closed  with  a  vote  of  thanks  to  the  reader 
of  the  paper  and  to  Mr.  Plender  for  presiding. 


TCbe  CbaccereO  accountant  Students 
Society  ot  Xondon. 


5yllabiu— Aatnmii  SeMton,  1906. 


iV«tdM— Edwin  Waterhoose,  M.A..  F.C.A. 
SureUry    and  Lfbronm  —  Sydney   G.   Cole,    P.C.A.,  . 
lA  Frederick's  Place,  Old  Jewry,  E.C. 


Nov.  14. — Lecture,  "Compositions  and  Schemes  of  Arrai^^ 
ment  in  Bankruptcy.  A.  H.  Partridge,  A.C.A. 
„  21.— Lecture,  "  Local  Authorities  and  their  Fluanoe." 

T.  H.  Clare  (Treasurer  of  the  City  of  Bimdng- 
ham). 

Dec.  6  (Thursday). — Seventh  Annual  Dinner  at  Hotel 
Cecil.  (Further  particulars  will  be  supplied  at 
a  later  date.) 

The  lectures,  debates,  &c.,  are  held  on  Wednesdays,  and 
commence  at  six  o'clock,  unless  otherwise  stated.  All  meet- 
ings and  classes  are  held  at  the  Institute  of  Chartered 
Accountants  (entrance  in  Great  Swan  Alley). 

The  Lending  Library  at  ia  Frederick's  Place,  Old  Jewry, 
is  open  dally  from  g.45  till  5.30.   Saturdays,  9.45  till  i. 


CoACHiMG  Classes  for  the  Prbparatioh  of  Candidates 

FOR  THB  Institute  Examinations. 
The  Classes  meet  at  the  Institute. 

Tutors. 

i^^No/— Auditing— L.  Cuthbert  Cropper,  F.CA. 
Bookkeei^g  and  Accounts— Lawrence  R.  Dlckiee, 
F.C.A.    (Professor    of    Accounting,  Birmingham 

University). 
Law — Herbert  Jacobs,  B.A.,  Barrister-at-Law, 
InUnHtiiaU—Booikktfe^tig,  Accounts,   and  Auditing— 
Percy  ChUd.  A.C.A. 

Law — Herbert  Jacobs,  B.A.,  Barrister-at-Law. 
The  classes  begin  in  December  and  June  respectively.  No 
classes  are  held  during  Augnst.   Full  particulars  will  be  sent 
to  each  member  who  has  not  passed  the  examinations. 
PriMts. 

Final. — First  Prize,  Ten  Guineas  (in  books,  or  the  Com- 
mittee will  pay  the  successful  candidate's  entrance  fee  to  the 
Institute).    Second  Prize,  Three  Guineas. 

InitmiHaH. — First  Prize,  Five  Guinea^,  Second.  Prize, 
Three  Guineas.  Digitized  by       OOQ IC 
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The  above  prizes  will  only  be  awarded  in  books,  and 
provided  that : — 

(a)  Members  are  amongst  the  first  five  successful  candi- 
dates at  their  ExaminatioDs. 

(b)  In  the  Final  Examination  successful  candidates  have 
been  members  of,  and  paid  subscriptions  to,  the 
Society  for  three  consecutive  years. 

(f)  In  the  Intermediate  Examination  successful  candidates 
have  been  members  of,  and  paid  subscriptions  to,  the 
Society  for  two  consecutive  years. 

The  special  attention  of  candidates  for  the  forthcoming 
Intermediate  Examination  to  be  held  in  November  is  directed 
to  the  "  Robert  Fletcher  Memorial  Prize,"  for  which  they 
may  be  eligible.  Intending  candidates  should  apply  to  the 
Institute  for  fuller  details. 

Further  particulars  can  be  obtained  on  application  to  the 
Secretary. 

EUmintary  Frte  Clasus. 
Bookkeping,  Accounts,  and  Auditing,  conducted  by  Percy 
Child,  A.C.A. 

This  class  meets  on  ten  Monday  evenings,  at  6  o'clock, 
commencing  on  the  3rd  September  1906,  and  is  specially 
intended  for  the  junior  members  of  the  Society. 

Law,  conducted  by  Herbert  Jacobs.  B.A.,  Barrister-at- 
Law. 

This  class  meets  on  ten  Friday  evenings  at  6  o'clock, 
commencing  on  the  14th  September  190C. 
The  following  subject  will  be  dealt  with  : — 

"  NbGOTIABLS  iNSTRtlMBNTS." 


Examinations. 

Examinations  will  be  held  at  the  end  of  each  of  the  above 
courses  of  lectures  and  prizes  awarded. 

No  member  shall  be  admitted  to  the  examinations  if  at 
the  date  of  the  last  meeting  of  the  Law  or  Accounts  Class 
(whichever  shall  first  happen)  he  has  served  under  articles 
for  a  longer  period  than  two  years;  or  io  the  case  of 
University  graduates,  one  year. 

Essay  CotaptUiion. 

The  Committee  of  the  Union  of  Chartered  Accountant 
Student  Societies  offers  a  First  Prize  of  Five  Guineas,  a 
Second  Prize  of  Two  Guineas,  and  a  Third  Prize  of  One 
Guinea,  for  the  three  best  essays  on  "The  Uses  and 
"  Limitations  of  tbe  Card,  Loose-leaf  Ledgers,  and  Slip 
"  Systems  in  relation  to  Matters  of  Account." 

(For  rules  s«e  Arcountant,  October  6th,  p.  386.) 

Junior  Essay  Competition. 

Tbe  Committee  offer  a  First  Prize  of  Three  Guineas,  and 
a  Second  Prize  of  One  Guinea  for  tbe  two  best  essays 


"  The  Audit  of  small  Trading  Concerns  in  cases  where 
there  is  practically  no  Internal  Check." 

Rules. 

(1)  Essays  must  be  written  (not  typed)  on  one  side  of  the 
paper  only. 

(2)  The  name  of  the  writo-  must  not  appear  upon  his 
essay,  but  a  nom  it  plum  must  be  used.  The  essay  most  be 
accompanied  by  a  sealed  envelope,  addressed  to  tbe  Secre- 
tary, marked  on  the  outside  with  the  writer's  nom  de  plumt, 
and  the  words  "  Essay  Competition  "  ;  tbe  envelope  must 
contain  the  writer's  name  and  address.  The  envelopes  of 
the  successful  essayists  will  alone  be  opened,  the  others  will 
be  destroyed . 

(3)  Essays  must  not  exceed  twelve  pages  of  foolscap,  and 
most  be  delivered  on  or  before  31st  December  1906. 

(4)  The  essays  submitted  for  competititm  will  become  the 
property  of  the  Society,  and  will  in  no  case  be  retomed. 

(5)  In  the  event  of  there  being  less  than  three  essays  sub- 
mitted, the  Committee  reserve  the  right  to  withhold  both 
l»izes.  ' 

(6)  The  second  prize  will  be  awarded  only  in  the  event  of 
the  arbitrator  reporting  that  the  essay  placed  second  is  of 
suflScient  merit  to  deserve  the  prize. 

The  competition  is  open  to  all  members  of  the  Society 
who  have  not  passed  the  Final  Examination  of  the  Institnte. 

In  the  event  of  a  prize  being  awarded,  the  successfol 
essayist  will  be  invited  to  read  his  essay  during  the  Spring 
Session. 


Ube  Xee^0  an&  Bfetctct  Cbartered 
Bccountants  Students'  Besociation. 

{Affiliattd  with  the  Working  Union  of  Chartered  Accountant 
Stuitrnt  Societies.) 


SylUbn*— Session  1906-7. 


Presidtut—'IAT.  John  Gordon,  F.C.A. 

Hon.  Secretary — Mr.  H.  G.  Payton,  A.C.A.,  19  Bond  Street, 
Leeds.  - 

1906. 

Oct.  18.— *' Debentures  and  Receivers  for  Debenture 
Holders."    Mr.  R.  A.  Chadwick,  M.A.,  LL.M. 

Nov.  I. — Mock  Meeting  of  Shareholders  of  a  Limited 
Compsmy. 

„    15. — "  The  Preparation  of  Accountants'  Certificates 
for  purposes  of  Joint  Stock  Company  Flota- 
tions."  Mr.  A.  F.  Dodd,  F.C.A. 
Dec.    6. — Discussion  on  November  Examination  Papers. 

„  13.— "Some  Notes  on  Table  A."    Dr.  D.  F.  De 
L  HostelRari^in^.     by  GoOglC 
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1907. 

Jan.  10.— JoiDt  Debate  with  the  Northern  Students'  Society, 
to  be  held  at  Leeds. 
„   24.— The  Daties  of  Executors  and  Trustees."  Mr. 

W.  E.  Farr,  Solicitor, 
tt   50. — Joiot  Debate  with  the  Leicester  Students'  Society, 
to  be  held  at  Leicester. 
Feb.  21.— Mock  Meeting  of  Creditors.     Mr.  R.  A.  Chad- 
wick,  Solicitor,  will  represent  the  Debtor. 
Mar.    7. — "  The  Accounts  of  Professional  Men."    Mr.  M. 
Webster  jenkinson,  A.C.A. 
„   21. — "The Accounts  of  a  Builder  and  Contractor." 

Mr.  John  A.  Walbank.  A.C.A. 
The  lectures  will  be  held  at  the  Law  lostitation,  Alluon 
Place,  L«eds,  and  will  commence  at  6.30  p.m. 


The  resolution  for  the  debates  with  the  Northern  Society 
and  the  Lacester  Society  will  be  as  follows 

"  That  it  is  both  desirable  and  necessary  for  the  existing 
Income  Tax  procedure  to  be  amended  as  follows  :~ 

(a)  The  application  of  three  years'  average  system  to  all 
classes  of  income. 

(b)  The  allowance  for  Depreciation  to  be  a  compulsory 
instead  of  a  discretionary  deduction,  and  to  be 
calculated  at  uniform  rates  upon  original  values. 

(c)  The  certification  by  qualified  accountants  of  all 
returns  exceeding  £500." 


The  Union  ofler  three  prizes  for  the  best  essay  on 

"The  uses  and  limitations  of  the  Card,  Loose-leaf 
Ledgers,  and  Slip  Systems  in  relation  to  matters  of 
account." 

The  prizes  offered  are : — 

First  Prize   •  •    jfs  5S. 

Second  Prize  £^  ^■ 

Third  Prize   ;f  1  is* 

(The  Rules  governing  the  competition  appeared  in  our 
issue  of  October  6th,  p.  386.) 


Xiverpool  Cbartereb  Bcconntants 
Stnbents*  assodatfon. 


A  DEBATE  between  the  Liverpool  and  Sheffield  Chartered 
.V:couiitant8  Students'  Societies  took  place  at  the  Library 
of  the  former  on  the  a6th  ult.,  on  the  following  subjects  set 
by  the  Union  of  Chartered  Accountant  Student  Sodeties, 
viz. ; — 

{&)  The  application  of  three  years'  average  system  tn 
all  classes  of  income. 

{b)  The  allowance  for  depreciation  tu  be  a  compul- 
sory instead  of  a  discretionary  deduction,  and  to  be 
calculated  at  uniform  rates  upoa  original  values. 


(c)  The  certificatioa  by  qualified  accountants  of  all 
returns  exceeding  j^5oo. 

The  members  of  the  Liverpool  Association  took  the 
affirmative. 

After  a  very  interesting  and  instructive  debate,  a  vote 
was  taken,  with  the  following  result: — 
Clause  {a)  Negative. 
„     {b)  Affirmative. 
„     (f)  Negative. 

A  hearty  vote  of  thanks  to  the  Sheffield  representatives 
and  the  Chairmau  terminated  the  meeting. 


Arrears  for  au»  &c. 


By  A.  C.\NN1NG  Williams,  F.C.A.S. 


I^ndun,  1906:  John  Allan  ft  Co..  3  Ludgate  Circus 
Buildings,  E.G.   Price  5s.  net. 

In  view  of  the  fact  that  this  little  work  comprises 
only  thirty  pages  and  a  couple  of  insets,  it  seems 
clear  that  no  very  extensive  sale  is  anticipated,  and, 
indeed,  none  could  very  well  be  expected  under  the 
circumstances.  The  author  provides,  however,  a  system 
for  dealing  with  the  recovery  of  arrears  which,  while  pre- 
senting no  very  startlingly  novel  features,  appears  to  be 
quite  adequate.  We  must  confess,  however,  that  we  are 
somewhat  at  a  loss  to  understand  why  it  should  have  been 
thotight  necessary  to  publish  this  system  in  book  form,  as 
it  really  contains  nothing  that  any  reasonably  competent 
accountant  could  not  readily  evolve  for  himself. 


personal. 


Mr.  Jno.  M.  Modlson  announces  that  he  has  retired 
from  the  firm  of  Hardy,  Lawton  &  Moulson,  21  York 
Street,  and  has  resumed  separate  practice  as  a  Chartered 
Accotmtant  at  29  York  Street,  Sheffield. 


Will.-  The  will  of  the  late  Mr.  John  Smith,  a  member 
of  the  firm  ol  Whinnev,  Snitii  &  Wbinnhv,  who  died  on 
August  3i5t  last,  aged  80,  bas  been  wtwed  at  the  gross, 
value  of  £so,53,o  i8s.  id.  Digitized  by  V^OOQ IC 
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Aeetfnds  for  tbe  ensuing  mieeft- 

Monday  —  Institute   op    Chartered  Accountants.— 

Examication  Committee,  at  2  p.m. 
Tuesday  —  Institute    of    Chartered  Accountants.  — 

Applications  Committee,  at  3  p.m. 
H'«^sdi()>— Institute   op  Chartered   Accountants. — 

Fioance  Committee,  at  12.30  p  m. ;  Council  Meeting. 

at  2  p.m. 

London  Chartered  Accountants  Students' 
Society.— Lectare,  "  Fftrtnenhip,"  by  Mr.  Leona^ 
Mossop,  Barrister-at-Law,  at  the  Hail  of  the 
lostitate,  Moorgate  Place ;  6  p.m. 
TAHrajay— Nottingham  Chartered  Accocntants  Stu- 
dents' Society.— Joint  debate  with  the  Chartered 
Accountant  Students  Society  of  London ;  subject : 
"  Income  Tax." 

Liverpool  Chartered  Accountants  Students' 
Association. — Lecture,  "  Some  Notes  on  Income 
Tax,"  by  Mr.  Roger  N.  Carter,  F.C.A.,  at  the  Library, 
3  Lord  Street ;  6  p.m. 

Glasgow  Chartered  Accountants  Students' 
Society.— L»ebate,  Has  Trade  Unionism  retarded 
tbe  Growth  of  Commerce  in  Great  Britain  ? " 
Affirmative :  Mr.  Chas.  S.  Forsyth,  C.A. ;  Native : 
Mr.  R.  Kyle  Thomson,  B.L.,  C.A. 
Friday— Bristol  Chartered  Accountants  Students' 
Society.- Lecture,  Law  of  Agency  and  Bailments/' 
at  the  Ubrary,  AlUon  Chambers ;  5.30  p.m. 


:Bo0ton  Con0oU^ate^  Oaa  Compani?. 

An  esteemed  correspondent  has  suggested  that  the 
recently  issued  accounts  of  the  above-named  company  are 
Kkely  to  prove  of  interest  to  our  British  readers.  We 
accordingly  reproduce  them  herewith,  although  we  find  it 
difficult  to  believe  that  accounts  that  entirely  omit  all 
mention  of  the  Balance  Sheet  are  representative  of  the 
best  American  methods. 


September  20  1906. 

James  L.  Richards,  Esq., 

President  Boston  Consolidated  Gas  Company, 
24  West  Street,  Boston. 

Dear  Sir, 

In  accordance  with  yonr  instructions  we  have  audited 
the  books  and  accounts  of  the  Boston  Consolidated  Gas 
Company  from  June  isth  1905,  when  the  company  began 
business,  to  June  30  1906,  the  end  of  the  fiscal  year,  and 
report  thereon  as  follows  :  — 

Report. 

In  June  1905  the  Boston  Consolidated  Gas  Company  took 


over  the  plants  and  properties  of  eight  gas  companies, 
previously  doing  business  in  Boston  and  vicinity,  under 
the  terms  of  Chapter  421  of  the  Acts  of  1905,  which 
amended  Chapter  417  of  the  Acts  of  1903.  The  new  com- 
pany began  business  and  made  the  first  entries  in  its  books 
on  June  15th  1905,  covering  the  purchase  of  the  properties 
and  tbe  establishment  of  its  Capital  Accounts  and  float- 
ing liabilities.  We  have  verified  these  opening  entries  in 
detail  by  comparing  them  with  the  amounts  authorised  in 
the  records  of  the  stockholders'  and  directors'  meetings, 
with  the  closing  entries  in  the  books  of  the  eight  prior 
companies,  and  with  the  actual  Cash  transactions  by  which 
the  respective  purchases  were  finally  completed.  Beginning 
with  the  assets  and  liabilities  of  the  new  company  thus 
established,  we  have  verified  all  of  the  transactions  as  set 
forth  in  the  financial  books  of  the  company  to  the  close  of 
the  fiscal  year,  June  30  1906.  We  have  traced  all  receipts 
from  their  sources  to  their  final  deposit  in  bank,  have 
satisfied  ourselves  of  the  legitimacy  of  all  payments,  and 
have  given  particular  attention,  as  requested,  to  the  possi- 
bility of  the  existence  of  secret  funds  or  ludden  payments 
among  these  transactions.  Our  examination,  covering  as  it 
has  all  cash  received  and  all  disbursements  made,  has  dis- 
closed no  such  secret  funds  or  payments  during  the  period 
of  our  audit. 

During  the  progress  of  the  examination  we  assured  our- 
selves in  regard  to  t)he  adequacy  and  accuracy  of  the  book- 
keeping system  now  in  use,  and  further  investigated  care- 
fully to  discover  whether  or  not  Ihis  system  was  bein^ 
actually  carried  out  in  practice  daily  and  hourly  through* 
out  the  period,  and  whether  the  bookkeeping  details  were 
subjected  regularly  to  suitable  methods  of  internal  check 
and  audit. 

Oor  examination  in  all  of  these  respects  has  been 
entirely  satisfactory,  and  we  are  pleased  to  certify  that  the 
present  accounting  system  of  the  company  is  exceptionally 
well  designed,  and  that  during  tbe  period  of  oox  audit  it 
has  been  admirably  conducted,  the  evident  intention  of 
the  management  having  been  to  set  forth  intelligently  in 
the  books  all  of  the  actual  transactions  promptly, 
accurately,  and  honestly. 

We  were  gratified  to  find  thai  the  distributions  of  the 
various  Expense  Accounts  and  of  the  various  Construction 
and  Iin{Movement  Accounts  were  arranged  upon  lines 
which  practically  coincided  with  the  standard  and  uniform 
system  now  strongly  advised  for  public  service  corpora- 
tions and  municipal  industries  throughout  the  country,  and 
in  the  schedules  submitted  herewith  we  have  arranged  the 
"  Revenue  and  Expense  "  Statement  (income  and  expendi- 
ture) upon  the  standard  forma  su^ested  by  a  committee 
of  the  American  Associaition  of  Publk  Accoiuffl^ls  for 
all  such  statements.       Digitized  by  V^OOglC 
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The  importance  of  such  standard  forms,  upon  which  the 
reports  of  both  municipally  operated  and  privately 
operated  public  industries  can  be  cast,  is  so  evident  to  all 
who  are  interested  in  these  matters  that  it  need  not  be 
further  emphasised  here. 

In  addition  to  the  Revenue  Statement,  we  submit  here- 
with a  schedule  of  the  costs  of  making  and  distributing  gaa 
as  called  for  by  Chapter  422  of  the  Acts  of  1906.  These 
statements  are  given  here  in  consolidated  forms ;  but  in  a 
subsidiary  report,  which  we  will  submit  to  you  within  a 
short  time,  we  have  set  forth  all  of  these  matters  in  com- 
plete detail,  together  with  a  Balance  Sheet  oi  the  assets 
and  liabilities  of  the  company  at  the  close  of  the  fiscal 
year,  June  30  1906,  with  our  comments  thereon. 

Schedule  I. 
COSTS  OF  GAS 
During  the  Year  ending  June  30  igo6. 

Section  three  of  Chapter  42a  of  the  Acts  of  1906  (the 
Sliding  Scale  Act)  requires  that  the  "company  shall 
'annually  publish  in  the  month  of  September,  in  one  or 
"more  newspapers  published  in  the  City  of  Boston,  a 
"  report  showing  for  the  previous  fiscal  year,  among  other 
"  things,  the  cost  per  thousand  feet  to  such  company  of  gas 
"  in  the  holder,  itemising  said  cost  so  as  to  show  the  cost 
"•per  thousand  feet  for  gas  manufactured,  of  wages  at 
"  worhs,  and  of  the  main  items  of  materials ;  also  the  cost 
"  per  thousand  feet  of  distribution ;  also  the  amount  per 
*  thousand  feet,  if  any,  charged  as  depreciation  of  ways, 
**  works,  and  machineiy ;  also  the  amount  per  thousand 
''feet,  if  any,  charged  for  maintenance  repairs;  together 
'with  such  other  items  of  account  as  may  from  time  to 
"time  be  prescribed  by  the  board  of  gas  and  electric  light 
"  commissioners." 

Statxiient  op  the  Cost  of  Gas  as  Reodirbd  by  this  Act. 
Boston  Coksoudated  Gas  Company. 

Gaa  Parch* sed  during  the  year  t,a6ifin,7<x>  cubic  feet 

Gas  Mmnufttcturod  during  the  year. .      ..      ..   i,7as.S3+>ooo   ,  . 

Total   3,988,188,700   >  . 

Mam^aeturt. 

Cost  in  Holder  per  thousand  feet  of  Gas  Hanubctarad  . .      . .  #0.3431 

Viz. :  Wans  at  Works  $o.t>6t8 

Coal  and  Coke  lued  ia  making  Gaa  139B 

Coal,  Coke,  ate.,  used  In  maktiig  Steam      , .  .0353 

Enriching  Materials  144S 

Purifying  Materials   .0013 

Water   .0072 

Stable.  Laboratory,  and  other  Expenses  at 

Worka  01 41 

Total  'Operation  Expense  at  Works  $0.4049 
Deduct  value  of  Residnalt  made   0883 

Net  Operation  Expense  at  Works  . .  to.3166 
Mainteaanc«  and  Repain  at  Works  0363 

Total  per  thousand  feet  of  Gas 

mumfactured   <o>343i 

Purchatt. 

Cost  in  Holder  per  ttwusand  teet  of  Gas  Parehased  . .  90.3894 

Vix. :  Avenge  Purchase  Price  of  Crude  Gas..  $0.3303 
Purification  Expense   0343 

Total  Operation  Expense  (0.3846 
ICahUenance  and  Repairs  foe  Purifying  Plant  .0048 

Total  per  thousand  teet  of  Gas 

Ptucbasad  (0.1894 


Umu/mclun  aid  Punkast. 
Average  Cost  in  Holder  per  thousand  teet  of  Manobctuvd  and 

Purchased  Gas  (0.3116 

Per  1,000  Feet  Sold. 
Gas  sold  during  year  (including  a  portion  of 

June  1903)  3>9)9.3»i93S  col^o 

Average  Cost  in  Holder  per  ihounnd  feet  of  Gas  sold  . .  90.3173 

Ditlribuiion  and  Gtntrat  Exptnu. 

Viz.:  Distribution  Wages  and  Expense       ..  #0.Q4>i 
Maintenance  and  Repairs   .0431 

Total   *o.o843 

Cost  of  General  Expense  and  Management  lora 

Cost  of  Taxes  and  Insnrance    .06H 

Total  of  Dtstribatlon  and  General  Expense  . .  (0.1338 

Mainlenance  and  Repairs. 
Amount  charged  per  thousand  feet  of  Gas  sold,  for  Maintenance 

and  Repairs   (o.o373 

Vis. :  Maintenance  and  Repairs  at  Works  ..  (0.0116 

Do.      of  Mains  and  Services  0376 

Do.     of  Meters  oiio 

Do.      of  Distribution  Holders  0043 

Do.     of  Purifying  Plaitt  0038 

Total   (o.o;73 

Total  Costs. 

Total  Costs  including  Repairs,  but  excluding  Depreciation  ami  other 
Reserves. 

Cost  of  Manufactore,  per  thousaud  feet  of  Gas  sold  ..  ..  (0.3173 
Cost  of  Distributtou,  Management  and  other  Expenses  33^ 

Total  Cost  of  Gas  (excluding  Interest,  Depreciatitm  and 

Reserves)   (0.3711 

Schedule  11. 
Revbnde  and  Expense 
Boston  Consolidated  Gas  Company, 
For  the  Year  ending  Jane  30  1906. 
Revume. 

Income  from  Sales  of  Gas  (3.378,703.07 

Do.  do.         Electricity   233,133.00 

Do.  By-ProducU  and  other  Operating  Sources  ..  160,333.39 

Total  Revenue  limn  Operating  (3,764,070.66 

Sxpenst 

1.  Manubcture  of  Gas- 
Viz.  :  Expense  of  Operating  Works  ,.  (83i,547-i3 
Do.           Maintaining  Works  36,318.86 
Cost  of  Gas  Purchased  and  used  531,138-09 
a.  Distribution  of  Gas- 
Viz. :  Expense  of  Operating     ..  161,99148 
Do.           Nfaintaining . .      . .  169,316.07 
3.  General  Expense  and  Managcmeot  of  Gas  344,008.48 
I.  Manu&clureof  Electricity- 
Vic.  :  Expense  of  Operating  Woi^  ..  41,637.87 
Do.           Alainlaining  Worits  3i5og.76 
3.  Distribution  of  Electricity— 

Viz. :  Expense  of  Operating     . .      . .  ifi,i33.33 

Do.           Mainuining  ..  i4tt3i-33 

3.  General  Expense  and  Management  of 

Electricity   12,003.87 

Total  1, 3,  and  3   (3,163,143.30 

4.  Taxes   372,000.00 

5.  Fnmchise  Taxes   

6.  Rentals.  Leaseholds,  &c  

7.  Insurance    5460.00 

8.  Damages  and  Le^l  Expenses  40,878.83 

9.  Guaranty  (Bad  Debts  written  off  and 

Reierve  for  Douhtfiil  Accounts). . 

10.  Depreciation  (Deterioration  written  off  and 

Reserve  for  Estimated  Depreciation)  , . 

11.  Miscellaneous  Incidental  Expense        ..  3.380-34 

Total  Expense,  as  charged  in  the  books  (2,493<3('f -4? 

Revenue  (net)  from  Operating   i,37i,7c«.i9 

Do.        do.         Sources  other  than  Operating. .      . .  17,337-33 
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Disposition  of  Available  Revenue. 

Iniemt  on  Notes  and  Meter  Deposits  . .  810,900.33 
Reserved  foe  "  Employes' Fund^'  30,000.00 
Dividends  1,209,968.00 

Total  Interest,  Reserves  and  Dividends  $11370,676.33 

Credit  Balance  transferable  to  Surplus      . .  iB,o86.88 

It  will  be  noteil  that  the  o[>eralions  of  the  year  Include  no  charges  for 
Estimated  Depreciation  of  Plant  in  excess  of  Repairs,  or  for  extraordinary 
contingencies  otiior  than  "  Employes'  Fund."  DuriuK  the  year  (11,3)17.01 
was  chareed  to  Proht  and  Loss  on  account  of  btreet  Mains,  Ac., 
abandoned ;  9113.49  ou  account  of  Expenses  of  prior  yt>ars  was  similartr 
charged. 

Certificate. 

We  certify  that  the  siatements  above  set  forth,  namely, 
"Costs  of  Gas  "  and  "  Revenue  and  Expense,"  have  been 
carefully  audited,  that  the  figures  given  are  in  agreement 
with  the  books  of  the  company,  and  are  in  accord  with  the 
£Ewts,  to  the  best  of  our  knowledge  and  belief. 

(Signed)  Harvey  Chase  &  Company, 


Brazer  Building, 
27  State  Street,  Boston. 
Sepkmbfr  20  1906. 


Members  0/  the  "  Inturporaled  Public 
Accotmianltof  Mastachusttls,"  atulof 
Iht  "American  Association  vj  I'vbht 
AccounUmtt  " 


Acknowledgment, 
cohuonwealth  of  massachusetts. 
Suffolk,  s.s.  Septmber  20  1906. 

Then  personally  appeared  Harvey  S.  Chase,  known  to  me 
to  he  a  member  of  the  firm  of  Harvey  Chase  &  Company, 
aad  made  oath  that  the  above  certificate  by  him  subscribed 
is  true.   Before  me 

(Signed)  Abtudr  H.  Russell, 

Justice  of  tht  Peace. 


failuces  anb  £tUs  ot  Sale  in  England 
and  Mnics. 


According  to  Kemp's  MereaHtik  GtuetU,  the  total  namber 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  Oct.  26th,  was  170,  viz. : — 
New  Bankruptcy  Proceedings  published  in  the  London  Gautte, 
85 ;  Deeds  of  Arrangement  registered,  85.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were : 
Bankruptcies,  98;  Deeds  of  Arrangement,  75— total,  173; 
being  a  decrease  of  3.  The  total  number  of  commercial 
failures  recorded  during  the  43  weeks  of  the  present  year  is 
6,88g ;  the  total  number  recorded  in  the  corresponding  43 
weeks  of  last  year  was  7,375,  showing  a  decrease  of  4S6. 

The  namber  of  Bills  of  Sale,  iocluding  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Oct.  2Gth,  was  155.  The  number  in  the  corresponding  week 
of  last  year  was  178,  showing  a  decrease  of  23.  The  total 
number  filed  during  the  43  weeks  of  the  present  year  is 
6,307  ;  the  total  number  filed  in  the  corresponding  43  weeks 
of  last  year  was  6,926,  showing  a  decrease  of  6ig. 


Debentures. 


The  Mortgages  and  Charges  roistered  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
'  Friday,  Oct.  26th,  amounted  to  /i, 126,222,  by  way  of 
'  addition  to  £',837,3giS,  previously  taued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  /i,492,2i8,  showing  a  decrease  of 
£i'^S,99^-  The  total  amount  roistered  during  the  43 
weeks  of  the  present  year  was  £67,634,378  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  1^63,790,192  for  the  corresponding  43  weeks 
in  1905,  showing  an  increase  of  £3^^,166, 


The  Profession  in  Scotland. 


Chutered  looonntuU  ot  BcotUad  flenuml 
Examining  Board. 

Mr.  Richard  Brown,  the  Secretary  and  Treasurer  of  the 
above  Board,  intimates  that  the  next  series  of  examina- 
tions will  be  conducted  at  Edinbui^h,  Glasgow,  Aberdeen, 
and  such  other  places  as  may  be  found  necessary,  on  the 
following  dates :  — 

Preliminary  Examination — Saturday,  ist  December  ignj6. 

Intermediate  Examination — ^Tuesday,  4th,  and  Thurs- 
day, 6tfa  December  1906. 

Final  Examination.— Tuesday,  4th,  Thursday,  6th,  and 
Friday,  7th  December  1906. 

Intending  candidates  are  required  to  give  in  their  full 
names  and  addresses  and  make  payment  of  the  requisite 
examination  fees  to  the  Secretary  of  the  Society  with 
which  they  are  conneoted,  or  to  Mr.  Brovm,  not  later  than 
iSth  November  1906. 


Edittbor^  Gkutered  loeotutut's  Valutteeriaf  Beeord. 

The  Edinburgh  GaMtUe  of  Tuesday  last  week  contained 

the  following  intimation  : — ''7th  Clackmannan  and  Kioross 
"Volunteer  Battalion,  Princess  Louise's  Argyll  and 
''Sutherland  Highlanders. — Lieutenant-Colonel  R.  Haig  is 
"granted  the  honorary  lank  of  Colonel;  Lieutenant- 
"  Colonel  and  Hon.  Colonel  R.  Haig,  on  completion  of  his 
"period  of  service  in  command,  is  retired,  with  permission 
"to  retain  his  rank  and  to  wear  the  prescribed  uniform; 
"  Major  J.  Craig  to  be  Lieutenant-Ctdonel,  and  to  command 
"under  the  conditions  of  Paragraph  47,  Volunteer 
"  Regulations." 

Lieutenant-Colonel  James  Craig  is  a  well-known 
member  of  the  Edinburgh  Society  of  Accountants.  In  the 
necessarily  limited  leisure  of  a  busy  professional  life  he 
has  found  time  to  put  in  a  lot  uf~useful  work  fur  the 
volunteering  movemeDt,Qt§i1iheck6^(ffidJdOH&  ^eer  shows. 
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lie  was  gazetted  to  the  Queen's  Kdinburgh  Volunteer 
Jtriyade  Royal  Slots  as  Second  Lieutenant  hi  1887,  and 
as  Lieutenant  in  1890.  Nine  years  later  he  was  gazetted 
to  the  7th  Argyll  and  Sutherland  Highlanders,  with  the 
ranlc  of  Captain,  and  in  1903  was  promoted  to  the  sub- 
stantive rank  of  M^jor.  He  passed  thxough  the  School  of 
Instruction  at  Glasgow  in  June  1903,  and  obtained  the 
Field  Officer's  Certificate,  with  special  mention.  His 
appointment  to  the  command  of  the  battalion  is  tiitis  fully 
deserved,  and,  moreover,  is  pc^ular  with  all  ranks. 


COURT  OF  SESSION. 
Edinbniigh— First  DlviBlon. 

(Before  I>ords  M'Laren,  Kikmeas,  and  Pkavson.) 
October  26. 
B.1I.— Ju.  Craig  v.  Robt.  A.  Cr^g. 

An  interesting  question  of  expenses  was  disposed  of  in 
the  action  by  Robert  A.  Craig,  C.A.,  22  York  Place, 
against  his  brother  James  Craig,  C.A.,  37  York  Place. 
Rdinbui;gh.  The  pursuer  sued  for  three  sums — ^^^95,  jC^^t 
and  £i,oao.  The  first  two  sums  were  the  amount  of  the 
expenses  incurred  by  a  firm  of  leather  merchants  in  Edin- 
buif^  in  defending  actions  against  them  by  an  insolvent 
rlebtor,  a  bootmaker  in  T^ith,  and  in  which  actions  the 
defender  James  Craig,  the  bootmaker's  trustee,  was  said 
to  be  the  dominus  lids.  The  pursuer  was  assagnee  of  the 
firm  in  these  two  sums.  The  third  sum  sued  for  was  for 
damages  on  the  ground  of  the  defender's  interference  and 
molestation  with  the  pursuer  in  his  business.  After  a  long 
proof  Lord  Duodaa  awarded  the  pursuer  ^130  damages 
and  expenses.  When  the  accounts  c^e  before  the  auditor 
for  taxation  the  auditor  ^sallowed  the  expenses  incurred 
with  respect  to  the  claims  against  the  defender  as  dominus 
iitis,  holding  that  these  claims  with  regard  to  which  the 
pursuer  had  been  unsuccessful  constituted  a  particular 
part  or  branch  of  the  litigation  in  the  sense  of  the  Act  of 
Sederunt.  Objection  was  taken  by  the  pursuer  to  the 
auditor's  report,  and  the  Lord  Ordinary  remitted  the 
arcounts  to  the  auditor  to  retaz  upon  the  footing  that  the 
]x>rd  Ordinary,  in  his  award  of  damages  and  expenses, 
intended  that  the  pursuer  should  have  his  expenses,  not 
oidy  in  legaxd  to  the  phases  of  the  case  in  which  he  was 
abaciliilelj  successful,  but  also  in  regard  to  the  others  in 
which  his  verdict  had  been  one  of  not  proven,  and  that  the 
ronclusion  for  the  claims  against  the  defender  as  dominus 
litis  did  not  constitote  a  particular  part  or  branch  of  the 
litigation  in  the  sense  of  the  Act  of  Sederunt.  The 
defender  reclaimed  on  this  point,  and  also  on  the  general 
question  of  expenses. 

The  Divinon  recalled  the  judgment  of  the  Lord 
Ordinary,  and  approved  of  the  course  the  auditor  had 
iollowed  in  tbe  matter  of  the  expenses  relating  to  the  two 
claims  against  the  defender  as  dominus  litis,  but  did  not 


inrterfcre  with  the  judgment  of  the  Lord  Ordinary  with 
respert  to  the  exi)enscs  relating  to  the  direct  claim  for 
damages,  'llic  reclaimer  was  found  entitled  to  the 
expenses  of  the  reclaiming  note. 

Ix)rd  M'T^aren,  vrho  gave  the  leading  opinion,  said  they 
should  not  desire  to  give  any  encouragement  to  appeals 
upon  expenses  where  in  any  view  of  the  case  tfaoy  might 
conclude  that  these  were  within  the  discretion  of  the  I.ord 
Ordinary,  because  the  Judge  who  had  decided  the  case 
was  in  a  much  better  position  to  deal  with  the  expenses 
than  an  ordinary  Court  of  review  could  possibly  be. 
Accordingly,  at  an  early  stage  in  the  discussion  he  asked 
counsel  to  confine  the  argument  to  the  question  of  expenses 
under  the  first  and  second  conclusions — those  against  the 
defender  as  dominus  litis— in  which  there  were  frimd  fade 
grounds  for  saying  that  tbe  pursuer  had  completely  failed. 
With  regard  to  the  third  conclusion,  which  was  for  an 
arbitrary  sum  of  j^i.ooo  damages  for  wrongful  inter- 
ference with  the  pursuer's  business,  that  claim  was 
founded  upon  a  number  of  separate  incidents.  The  Lord 
Ordinary  held  two  of  these  incidents  proved,  and  had 
awarded  a  sum  of  damages  which  was  certainly  very  much 
less  than  the  sum  claimed,  but  with  a  general  finding  for 
expenses.  In  doing  so  the  Lord  Ordinary  had  just  dealt 
with  the  question  of  expenses  in  the  way  that  was  very 
frequently  followed  in  actions  of  damages— that  was  that 
where  the  pursuer  only  recovered  a  partial  award  of 
damages,  hut  had  not  proved  damage  to  the  amount  which 
he  claimed,  he  was  nevertheless  entitled  to  a  general  find- 
ing of  expenses.  But  when  they  came  to  consider  what 
was  to  be  done  about  the  expenses  applicable  to  the  first 
and  second  conclusions  they  were  in  a  different  region  of 
law,  because  his  lordship  was  unable  to  see  how  those 
conclusions  could  be  dealt  with  otherwise  than  by  the 
maehineiy  of  the  Act  of  Sederunt,  which  provided  that 
where  a  party  had  failed  on  one  branch  or  part  of  a  case 
the  expenses  of  tlie  part  in  which  he  had  failed  should  be 
disallowed  on  taxation.  In  the  first  and  second  conclusions 
the  pursuer  sued  for  two  specific  sums  as  an  assignee  of 
the  parties  holding  the  decrees.  All  would  be  plain  sailing 
if  the  pursuer  had  sought  to  recover  the  sums  in  these 
decrees  from  tbe  party  who  had  been  found  liable  in  the 
expenses.  But  he  did  not  do  that.  He  said  that  the 
defender  ^ames  Craig  was  the  dominus  litis  in  these  two 
actions  and  was  bound  to  pay.  The  pursuer  did  not 
succeed  in  his  attempt  to  recover  these  two  sums  from  the 
defends.  It  appeared  to  his  Lordship  on  evety  ground 
these  must  be  considered  as  a  branch  of  the  case  on  which 
the  pursuer  had  failed,  and  therefore  he  was  unable  to 
concur  with  the  Lord  Ordinary  in  his  application  of  the 
law  of  the  case.  The  first  and  second  conclusions  were 
separate  and  separable  branches  of  the  case,  because  they 
were  for  specific  sums  of  expenses  constituted  by  a  decree 
as  distinguished  from  an  arbitrary  sum  of  damages  to  be 
assessed  by  the  Court ;  and  therefore  the  auditor  had 
rightly  applied  the  Act  of  Sederunt  in  disallowing  these 
expenses. 

The  other  Judges  concurr«atgitizeci  by  VjOOQIC 
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{B«fare  Lords  M'Lasen,  Kihneak,  aad  Pbakson.) 
October  24. 

RJI.-Jolui  Haddow  (J.  T.  Hoitle,  Trnatee)  and 
Joieph  J.  Dobie  and  others. 

Stfuisiration—StqutttratioH  Rtvivid—TrusUe  Suet  Bankrupt't 
Father's  TrusUes  for  Count  and  Reehoning. 

TKis  was  a  reclaiming  note  by  the  pursuer  ia  an  action 
brought  by  John  Haddow,  house  painter,  25  Garscube 
Lane,  Glasgow,  trustee  on  the  sequestrated  estate  of  John 
Thomas  Hastie,  ironmonger,  Lochmaben,  against  Joseph 
Jardine  Dobie,  104  High  Street,  Lockerbie,  trustee  for'the 
late  John  Hastie,  Bruce  Villa,  Lochmaben,  and  John 
Henderson,  agent.  Bank  of  Scotland,  Lockerbie,  and  James 
Charles  Stewart,  law  clerk,  the  Mains,  I^kerbie,  trilstees 
of  the  late  James  Stewart,  solicitor,  Lockerbie.  Joseph 
Jardine  Dobie  and  the  late  James  Stewart  were  the  trustees 
of  die  father  of  John  Thomas  Hastie.  The  father  died 
oirftiti  February  1882,  and  by  his  will  the  son  was  entitled 
to  the  residue  of  his  estate  after  paying  off  all  the  specific 
legacies.  The  trustees  were  also  directed  to  deliver  to 
him  several  articles  of  siJver  plate.  The  bankrupt's  estates 
were  sequestrated  on  i6th  Aptil  1883,  and  he  waft  dis- 
charged on  loth  January  1888.  On  i8th  March  1905  the 
sequestration  was  revived  by  an  interlocutor  of  the  Court 
of  Session,  and  the  present  pursuer  was  appointed  trostee. 
In  this  action  he  claimed  couat,  reckoning,  and  pigment 
against  the  father's  trustees.  Originally  a  claim  was 
lodged  in  the  sequestration  on  behalf  of  the  trustees  of  the 
father  for  ;£944.  and  the  parties  agreed  to  compromise 
their  pecuniary  claims  against  each  other,  and  to  this 
arrangement  judicial  authority  was  interponed.  In  the 
Outer  House  Lord  Ardwall  was  of  opinion  that  this 
arrangement  formed  a  complete  answer  to  any  claim  for 
count  and  reckoning  in  the  present  case,  and  on  this  part  of 
the  case  his  Lordship  assoilzied  the  defenders.  He  allowed 
a  proof  regarding  the  articles  of  silver  plate,  and  reserved 
the  question  of  expenses. 

The  Division  adhered  to  the  Lord  Ordinary's  judgment, 
aud  gave  the  defenders  the  expenses  of  the  reclaiming  note. 
Their  Lordships  expressed  the  hope  that  there  would  be 
no  further  litigation  regarding  the  silver  plate. 


■ode^  of  Ifisoontuita  and  Anditon- 

A  meeting  of  the  members  of  the  Society  of  Accountants 
and  Auditors  in  practice  in  Edinburgh  and  district  was 
held  on  the  a6tb  ult.  in  Edinburgh,  Mr.  D.  Hill  Jack,  J.P., 
Glasgow,  in  the  chair. 

Mr.  Alexander  C.  Rutherford,  Incorporated  Accountant, 
Glasgow,  Secretary  of  the  Scottish  Bankruptcy  Refc^ 
Association,  delivered  a  short  address  on  "Bankruptcy 
Reform."   Mr.  Rutherford  pointed  out  that  there  were  no 


less  than  thirteen  Acts  of  Parliament  dealing  with 
Scottish  bankruptcy  law.  What  was  wanted  was  a  Con- 
solidation Act  based  on  the  Act  of  1856,  which  was 
admittedly  a  masterly  piece  of  legislation.  The  main  points 
required  in  any  bankruptcy  refoim,  he  considered,  were : — 
The  reduction  of  the  limit  of  concurrence  to  obtain  seques- 
tration ;  dividends  to  be  accelerated ;  cessio  to  be 
abolished;  sequestration  of  small  estates  to  be  obtained 
with  a  concurrence ;  and  the  administration  of  small 
estates  to  be  cheapened.  Mr.  Rutherford  advocated  the 
extension  of  disqualification  of  the  bankrupt  where  he  bad 
not  kept  books,  or  has  losses  had  arisen  from  speculation, 
extravagance,  and  reckless  tradil^.  Trust  deeds  and  com- 
position arrangement,  if  acceded  to  by  a  majority,  should 
be  legalised,  and  landlord  hypothec  should  be  abolished. 
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XeaMn0  Brttcles. 


The  Subsequent  Earnlns:e  of  a  Baokrupt. 


'THE  decision  recently  given  by  His  Honour 
*  Judge  BoMPAS,  K.C.,  in  the  Bradford 
County  Court  in  the  case  of  Re  Roberts,  appears 
to  be  of  far-reaching  importance,  and  accord- 
ingly is  well  worthy  of  the  careful  attention  of 
those  of  our  readers  who  are  interested  in 
bankruptcy  matters. 

This  was  an  application  by  the  Official 
Receiver,  as  trustee  in  the  bankruptcy,  for  an 
order  that  part  of  the  earo^fi^dOfy^^^^l^lc 
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be  banded  over  to  him  for  the  benefit  of 
creditors.  The  application  was  under  Section 
53  of  the  Bankruptcy  Act,  1883,  Sub-section  i 
of  which  enables  the  Court,  under  certain 
circumstances,  to  direct  that  the  trustee  shall 
receive,  for  distribution  among  the  creditors, 
so  much  of  the  pay  or  salary  received  by  a 
bankrupt  who  is  an  officer  of  the  army  or  navy, 
or  an  officer  or  clerk,  or  otherwise  employed  or 
engaged  in  the  Civil  Service  of  the  Crown,  as 
the  Court  may  direct.  Sub-section  2  provides 
that  "  where  the  bankrupt  is  in  the  receipt  of  a 
*'  salary  or  income  other  than  the  aforesaid,  or 
"  is  entitled  to  any  half-pay  or  pension,  or  to  any 
"compensation  granted  by  the  Treasury,  the 
"  Court,  on  the  application  of  the  trustee,  shall 
"  from  time  to  time  make  such  order  as  it  thinks 
"  just  for  the  payment  of  the  salary,  income, 
**  half-pay,  pension,  or  compensation,  or  any 
"  part  thereof,  to  the  trustee,  to  be  applied  by 
"him  in  such  manner  as  the  Court  may 
"  direct."  The  bankrupt  in  the  case  now  before 
us  was  a  fish-salesman  earning  28s.  per  week, 
paid  weekly,  and  liable  to  a  week's  notice  to 
terminate  his  employment,  and  the  question 
that  arose  was  as  to  whether  Section  53  (2) 
applied  under  these  circumstances. 

On  behalf  of  the  bankrupt  it  was  argued 
that  the  amount  received  by  him  was  the 
wages  of  a  workman,  and  that  the  case 
was  governed  by  Re  Jones  (60  L.J.,  Q,B.  752), 
where  Mr.  Justice  Cave  decided  that  the 
wage  of  a  workman  was  not  "  salary  or 
income"  within  the  meaning  of  the  section.  It 
was  further  contended  that  the  bankrupt's 
liability  to  be  dismissed  at  a  week's  notice  gave 
an  element  of  contingency  and  uncertainty  to 
his  earnings  which  brought  them  within  the 
ruling  Re  Hution  (54  L.J.,  Q.B.  54),  where 
Lord  Justice  Cotton  held  that  Sub-section  2 


related  to  income  of  a  similar  kind  to  that 
indicated  in  Sub-section  i,  and  did  not  «pp\y 
to  contingent  or  possible  income. 

On  the  other  hand,  the  Official  Receiver 
relied  upon  the  decision  of  Lord  Justice 
Fry  in  Re  Shine  (61  L.J.,  Q.B.  253),  that 
where  money  was  received  by  a  bankrupt 
for  services  rendered  under  some  contract, 
or  appointment,  at  a  rate  computed  by 
time,  and  payable  at  a  fixed  time,  it  was  to 
be  regarded  as  salary.  He  further  argued 
that  the  decision  re  Hutton  did  not  apply, 
because  the  earnings  in  that  case  were 
analogous  to  the  fees  of  a  professional  man, 
without  regularity  of  payment  or  of  account. 
The  dictum  of  Mr.  Justice  Cave  in  Re  Jones,  he 
contended,  was  not  necessary  to  the  decision, 
and  was  therefore  a  mere  obiter  dictum. 

After  some  hesitation  his  Honour  decided 
that  this  case  was  governed  by  the  ruling  in 
Re  Shine,  and  he  accordingly  made  an  order  for 
the  payment  of  per  month  to  the  Official 
Receiver  as  trustee  for  distribution  among  the 
creditors  in  the  bankruptcy.  It  would  probably 
take  a  lawyer  to  explain  why  a  salesman  at  a 
weekly  salary  is  to  be  called  upon  to  part  with 
some  portion  of  his  income  of  but  28s.  a  week, 
when  it  has  already  been  decided  that  a  work- 
ing collier,  earning  probably  more  than  twice 
as  much,  escapes  altogether  from  the  operation 
of  Section  53 ;  and  indeed  the  decision  seems  to 
be  entirely  at  variance  with  what  we  have 
always  understood  to  be  the  generally  accepted 
rule,  that  the  subsequent  earnings  of  a  bankrupt 
not  in  Crown  employ  can  only  be  attached 
when  they  exceed  a  sum  reasonably  sufficient 
for  the  maintenance  of  himself  an^^mily. 
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Municipal  Audits  and  Officialism. 

'pHE  information  contained  in  the  letter 
from  Mr.  C.  E.  Dovey,  F.C.A.,  which 
appeared  in  our  last  week's  issue,  is  of  consider- 
able interest  to  our  readers — more  especially,  of 
course,  to  those  who,  like  our  correspondent, 
are  professional  auditors  to  municipal 
corporations. 

It  will  doubtless  not  be  very  long  before 
we  learn  definitely  whether  the  present 
Government  intends  to  bring  in  a  measure 
compelling  the  audit  by  officials  of  the 
accounts  of  all  municipal  authorities  by 
a  Local  Government  auditor  on  the  recom- 
mendation of  the  President  of  the  Local 
Government  Board,  or  on  the  recommen- 
dation of  the  Departmental  Committee  on 
Local  Authorities  Accounts,  which,  so  far  as 
we  are  aware,  has  not  yet  completed  its  report. 
It  will  be  remembered  that  the  question  of 
audit  was  not  referred  to  this  Committee,  but 
it  does  not  on  that  account  necessarily  follow 
that  no  reference  to  the  subject  will  be  included 
among  its  recommendations.  In  view  of  what 
Mr.  DovEY  tells  us,  however,  it  would  seem 
more  probable  that  the  question  of  audit  was 
not  referred  to  the  Committee  because  the 
Department  had  already  made  up  its  mind  how 
to  deal  with  the  matter. 

Even  supposing  that  the  Government's 
intentions  are  correctly  reported,  we  do  not 
think  that  there  is  much  ground  for  serious 
apprehension  on  the  part  of  those  who,  like 
our  correspondent,  are  already  professional 
auditors  to  municipal  corporations.  Their 
present  appointments  are  outside  the  existing 
statutory  regulations,  the  municipalities  having 
found  it  essential  to  employ  professional 
auditors  because  the  statutory  audit  does  not 


provide  them  with  the  safeguard  they  require. 
There  can  be  little  doubt  that,  were  the 
typical  official  audit  substituted  for  the 
elective  audit,  they  would  still  not  have 
what  they  require — namely,  a  thorough  and 
impartial  revision  of  their  accounts  by  an 
independent  expert.  It  thus  seems  quite 
reasonable  to  assume  that  municipalities, 
which  have  already  shown  themselves  suffi- 
ciently enlightened  to  appreciate  the  impor- 
tance of  an  effective  audit,  would  not  be  misled 
by  any  alteration  of  the  existing  statutory 
provisions  into  assuming  that,  because  the 
Local  Government  Board  takes  the  matter  in 
hand,  it  will  do  so  in  a  manner  sufficient  to 
satisfy  all  their  necessary  requirements.  The 
Local  Government  Board  audit  of  the  accounts 
of  municipal  corporations  would,  there  can  be 
little  doubt,  be  practically  identical  with  the 
Local  Government  Board  audit  of  county 
councils,  borough  councils,  and  other  local 
authonties;  that  is  to  say,  no  real  audit  of 
accounts  at  all,  but  merely  an  official  scrutiny 
of  the  legality  of  expenditure  incurred.  That 
there  is  scope  for  such  an  inquiry  we  for  our 
part  have  always  conceded;  but  no  one 
sufficiently  enlightened  to  employ  professional 
auditors  is,  we  think,  seriously  likely  to  be 
misled  into  assuming  that  any  official  audit  can 
take  its  place. 

There  is,  however,  another  aspect  of  the 
matter  which,  although  it  does  not  very  greatly 
concern  the  profession  as  such,  will  certainly 
have  to  be  taken  into  account  by  the  Govern- 
ment, and  that  is  the  opposition  of  munici- 
palities themselves  to  any  extension  of  the 
powers  of  supervision  exercised  by  the  Local 
Government  Board.  Our  readers  will  remember 
the  storm  of  opposition  that  ^"^M^^f^^^ 
the  audit  clauses  in  the  Educa^on  Act  oc^oz, 
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and  that  this  opposition  was  only  partially 
stayed  by  the  most  circumstantial  assurances 
that  it  was  not  intended  to  represent  "  the  thin 
edge  of  the  wedge,"  and  the  first  move  towards 
an  official  audit  of  the  whole  of  the  accounts  of 
municipal  authorities.  The  present  Government 
may,  of  course,  claim  that  it  is  not  hound  by 
the  assurances  of  its  predecessors  in  that 
respect ;  but  such  a  contention  will  not  of  itself 
remove  an  opposition  which  can  hardly  fail  to 
be  extremely  influential,  in  that  members  of 
Parliament  throughout  the  country  would  be 
practically  bound  to  support  their  respective 
municipalities  in  the  matter.  Moreover,  the 
results  of  the  recent  local  elections  exhibit  an 
awakened  interest  in  local  matters  which 
cannot  in  reason  be  altogether  overlooked.  It 
is  clear  that  local  government  is,  for  the  time 
being  at  least,  no  longer  to  be  left  to  the  control 
of  a  minority  which  favours  all  forms  of 
officialism.  One  of  the  "  planks  "  of  the  plat- 
form of  the  Municipal  Reform  party  was  the 
professional  audit  of  the  accounts  of  local 
authorities,  and  the  recent  success  of  that 
party  at  the  polls  thus  makes  the  present 
moment  singularly  inopportune  for  the  intro- 
duction of  a  Bill  designed  to  take  the  audit  of 
municipal  corporation  accounts  out  of  the 
hands  of  professional  accountants,  and  to  hand 
it  over  to  officials  (who  are  not  accountants) 
appointed  by  the  Local  Government  Board. 


Reserve  Funds  and  Reserves. 

'THE  letter  from  Mr.  John  Brown,  which  we 
*■  reproduced  in  our  Correspondence  column 
last  week,  revives  an  interesting  controversy. 
With  his  qoncluding  remarks — as  to  the  con- 
fusion that  necessarily  results  from  divergencies 
of  opinion  between  acknowledged  authorities 


as  to  the  exact  significance  to  be  attached  to 
technical  expressions  in  ordinary  everyday  use 
— we  are,  of  course,  in  entire  agreement ;  it  is, 
nevertheless,  notorious  that  there  are  points 
upon  which  there  are  at  present  difierences 
(and  legitimate  difTerences)  of  opinion;  aud 
until — if  ever — the  time  comes  when,  as  a 
result  of  a  conference  specially  convened  for 
that  purpose,  we  are  provided  with  a  recog- 
nised code  of  definitions,  such  divergencies  of 
opinion  are,  it  seems  to  us,  likely  to  continue. 

For  our  own  part,  however,  we  think  that 
the  battle  which  has  been  fought  round  the 
question  as  to  what  is  and  what  is  not  a 
Reserve  Fund  to  a  very  large  extent  represents 
energy  wasted.  It  is  admitted  upon  all  hands 
that  the  term  "  Reserve  Fund  "  ought  only  to 
be  employed  as  designating  undivided  profits, 
which  pro  tanto  strengthen  the  financial  position 
of  the  undertaking,  forming  (as  Mr.  T.  A. 
Welton,  F.C.A.,  has  put  it)  a  "first  Une  of 
defence."  It  is  also  admitted,  we  believe  upon 
all  hands,  that  the  term  "  Reserve  "  may  be 
properly  applied  to  the  credit  balance  of  an 
account  built  up  to  compensate  for  the  fact 
that  certain  assets  represented  by  debit  Ledger 
balances  are  depreciating  in  value.  Among 
others,  the  late  Mr.  A.  A.  James,  F.C.A., 
expressly  advocated  that  provision  for  the 
depreciation  of  such  assets  as  Goodwill, 
Patents,  and  the  like  should  be  thus  treated, 
rather  than  by  writing  down  the  book  value  of 
the  assets  themselves.  It  is  thus  clear  that 
primarily  a  Reserve  Fund  represents  undivided 
profits,  and  that  a  Reserve  represents  a  pro- 
vision for  expected  or  acknowledged  losses. 

If  the  terms  were  always  applied  in  these 
connections  there  would  be  no  possibility  of 
confusion  or  misunderstanding  of  any  descrip- 
tion; but  it  so  happens  ^liat  shortfy  after  the 
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failure  of  the  Liberator  Building  Society  and 
its  kindred  group  of  Jabez  Balfour  Companies 
there  was  an  outcry  against  what  were  called 
"  unavailable  "  Reserves,  and  then  (we  believe  for 
the  0rst  time)  was  enunciated  the  proposition 
that  the  expression  "  Reserve  Fund "  ought 
never  to  be  used  save  in  cases  where  there  were 
to  represent  it  moneys  invested  outside  the  busi- 
ness available  to  be  employed  in  cases  of 
emergency.  Those  who  thus  sought  to  limit 
the  term  "  Reserve  Fund  "  to  undivided  profits 
invested  outside  the  business — heedless  of  the 
consequences  of  grouping  together  under  one 
term  undivided  profits  employed  in  the  busi- 
ness as  working  capital  and  provisions  for 
admitted  or  expected  losses — appear  to  have 
laboured  under  the  delusion  that  it  was 
physically  possible  for  a  company,  having  once 
made  and  reserved  a  profit,  to  ensure  the  con- 
tinuous existence  of  that  profit  for  ever  after- 
wards. Mr.  Welton  exposed  the  fatnity  of 
this  argument  in  a  letter  to  The  Times,  which 
we  reproduced  in  our  issue  of  the  i8th  August 
1894,  when  he  said  that  "  to  suppose  that  any 
"  Reserve  analogous  to  Napoleon's  Old  Guard 
"  can  be  created,  the  use  of  which  is  optional, 
"  and  which  must  be  kept  outside  the  tug-of- 
"  war  until  the  last  extremity,  and  then  appar- 
**  ently  should  only  be  used  if  some  wonderful 
'*  benefit  can  be  obtained  for  the  shareholders, 
"  is,  I  think,  chimerical." 

Whether  or  not  assets  to  an  extent 
equalling  the  amount  of  profits  reserved 
have  been  invested  outside  the  business,  it 
must  be  admitted  that  the  amount  of 
undivided  profits  belonging  to  a  company 
from  time  to  time  must  be  dependent  upon  the 
succras  attending  its  management.  If  the 
company  be  carried  on  at  a  loss,  these 
undivided  profits  must  inevitably  vanish  in  the 


course  of  time,  and  that  whether  or  not  the 
original  investment  which  was  at  one  time 
supposed  to  represent  them  remains  unrealised. 
The  shape  that  a  company's  assets  may  from 
time  to  time  assume  has  no  connection  what- 
ever with  its  financial  position,  or  the  amount 
of  its  undivided  profits.  It  will  thus  be  seen 
that  all  attempts  to  distinguish  between  a 
"  real "  (or  available)  Reserve  Fund,  and  an 
"  unreal  "  Reserve — and  to  confine  the  term 
"  Reserve  Fund  "  to  the  former,  quite  irrespec- 
tive of  the  confusion  caused  by  leaving  the 
latter  to  be  classed  along  with  provisions 
for  losses— are,  and  must  be,  "chimerical." 
For  all  practical  purposes  Mr.  F.  W.  Pixley, 
F.C.A.,  has,  it  seems  to  us,  admitted  this 
much  when  he  states,  in  his  "Auditors," 
that  the  term  "  Reserve  Fund  "  might,  per- 
haps, be  properly  used  if  some  of  the  Stock 
used  in  the  ordinary  course  of  the  business 
were  specially  set  aside,  and  when  made  use 
of  represented  by  cash  set  aside  until  rein- 
vested in  further  stocks  specially  earmarked. 
It  is  difficult  to  see  how  in  practice  any  portion 
of  the  stock-in-trade  of  an  undertaking  could 
be  conveniently  earmarked  in  the  manner 
indicated;  but,  inasmuch  as  the  assets  of  a 
company  must  in  all  cases  greatly  exceed  the 
amount  of  its  Reserve  Fund,  there  can  never 
be  any  seridus  difficulty  (other  than  the  prac- 
tical one)  in  earmarking  sufficient  assets  tu 
make  the  term  "  Reserve  Fund  "  properly  appli- 
cable, even  upon  the  definition  provided  by  Mr. 
PiXLEV.  We  prefer,  however,  to  regard  this 
qualification  of  his  as  a  tacit  admission  that,  so 
long  as  there  are  assets  really  in  existence 
capable  of  being  indicated  as  the  assets  repre- 
senting the  Reserve  Fund,  the  term  is  properly 
employed.  For  our  own  part  we  like,  how- 
ever, to  adopt  a  stricter  view,  and  to  n^intain 
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that  the  reality  of  the  Reserve  Fund  depends 
not  upon  the  existence  of  specific  assets,  but 
upon  the  maintenance  of  an  excess  of  assets 
over  liabilities  sufficient  to  enable  it  to  be 
truthfully  represented  that  the  undivided 
profits  which  have  been  set  aside  have  not  been 
frittered  away  in  subsequent  losses. 

Undivided  profits,  by  whatever  name  they 
may  be  known,  constitute,  as  Mr.  Welton  has 
put  it,  a  first  line  of  defence,  but  can  never 
occupy  a  position  analo^us  to  that  of 
Napoleon's  Old  Guard.  The  question,  there- 
fore, of  the  precise  nature  of  the  assets  which 
from  time  to  time  represent  them  is,  we  think, 
a  matter  of  administrative  detail  rather  than  a 
matter  of  principle.  The  amount  of  the  surplus 
of  assets  over  liabilities  is  the  crux  of  the  whole 
matter,  rather  than  the  readily  realisable  nature 
of  individual  assets.  It  goes  without  saying 
that,  under  normal  circumstances,  a  company 
owning  investments  would  naturally,  and 
indeed  very  properly,  realise  those  investments 
in  time  of  stress,  holding  the  view  that  it  was 
for  that  very  purpose  that  the  investments  were 
originally  made.  Even,  therefore,  supposing  a 
company  at  one  point  of  its  existence  possessed 
considerable  investments  which  purported  to 
"  represent "  its  Reserve  Fund,  neither  creditors 
nor  shareholders  could  have  any  assurance  that 
in  the  event  of  the  company's  subsequent  failure 
those  investments  would  be  found  intact ;  indeed, 
if  they  were  reasonable  business  men,  they 
would  very  naturally  assume  the  contrary.  But 
for  what  it  may  be  worth — and  even  admitting, 
for  the  sake  of  argument,  that  a  Reserve  Fund 
invested  outside  the  business  ismore"real"  than 
a  Reserve  Fund  invested  in  the  business  itself— 
we  may  point  out  that  in  any  properly  con- 
structed Balance  Sheet  there  is  not  the  least 
difiiculty  in  ascertaining  whether  or  not  the 


Reserve  Fund  is  so  invested ;  and  that,  thoe- 
fore,  the  employment  of  the  same  term 
"  ReserveFuna  "  toindicateall  undivided  profits, 
whether  invested  outside  the  business  or  in  the 
business  itself,  can  give  rise  to  no  misapprehen- 
sion in  the  minds  of  those  sufficiently  acquainted 
with  accounts  to  be  able  to  derive  any  definite 
impression  from  the  perusal  of  a  Balance  Sheet. 

On  the  other  hand,  great  confusion  would 
arise  through  the  employment  of  the  same  term 
"  Reserves "  to  designate  undivided  profits 
invested  in  the  business,  and  provisions  for 
admitted  or  expected  losses.  That  being  so, 
we  think  it  likely  that  the  majority  of  com- 
panies employing  their  Reserve  Fund  for  pur- 
poses other  than  investment  outside  will  con- 
tinue to  describe  them  as  Reserve  Funds, 
leaving  it  for  the  purists  who  can  find  no  use 
for  undivided  profits  in  their  business,  and  who 
invest  them  outside,  to  claim  that  the  term 
can  only  be  properly  employed  under  those 
circumstances  which  meet  their  peculiar  case. 
As  we  have  already  pointed  out,  however,  the 
whole  thing  strikes  us  as  being  something  in 
the  nature  of  a  storm  in  a  tea-cup,  in  that  the 
reality  or  the  unreality  of  a  Reserve  Fund  does 
not  in  any  way  depend  upon  the  possession  of 
a  limited  quantity  of  readily  realisable  stocks 
or  shares,  but  upon  the  maintenance  of  a 
surplus  of  assets  over  liabilities  sufficient  to 
demonstrate  the  fact  that  the  profits  reserved  are 
still  in  existence.  A  company  which  has  good 
assets  can  underany  ordinary  circumstances  raise 
money  upon  them  in  case  of  need  almost  as 
easily  as  upon  trustee  securities ;  but,  of  course, 
in  exceptional  cases,  where  the  profits  have 
been  set  aside  for  a  specific  purpose,  the 
desirability  of  having  "gilt-edged"  securities 
which  can  be  sold,  or  boixowwi  uw>n  at  a 
narrow  margin, is  ^M^^^y^Mcm^Sender 
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the  investment  of  reserved  pro0ts  highly  desir- 
able. The  question  is,  however,  as  we  have 
already  stated,  entirely  one  of  practical  admin- 
istration, and  not  one  of  principle.  The 
indiscriminate  classing  together  of  non-invested 
profits  and  provisions  for  losses  is,  on  the 
other  hand,  a  fatal  error  of  principle,  and 
accounts  which  fail  to  distinguish  between 
these  two  all-important  things  of  necessity  fail 
to  disclose  the  true  position  of  affairs.  It 
would,  doubtless,  save  a  good  deal  of  trouble 
and  conAision  if  a  third  name  were  to  be  found 
for  non-invested  profits  reserved.  But,  inasmuch 
as  the  presence  or  absence  of  investments  can 
be  readily  ascertained  from  any  properly  con- 
structed Balance  Sheet,  the  point  seems  of  no 
practical  importance — more  especially  because, 
as  has  been  pointed  out,  the  investments  may 
continue  to  exist  although  the  undivided  profits 
are  lost,  while  per  contra  the  undivided  profits 
may  still  remain,  although  a  specific  invest- 
ment (or  any  other  single  asset  belonging  to 
the  company)  may  turn  out  to  be  entirely  value- 
less. If  any  real  and  vital  connection  could 
be  estabhsbed  between  the  investment  and  the 
Reserve  Fund,  a  much  stronger  case  would  be 
made  out  in  bvour  of  applying  a  distinctive 
term  to  reserved  profits  so  dealt  with. 


iBtaTMton  AtteDtiou  may  be  called  to  the  case  of 
a^,^  Hinds  V,  The  Buenos  Ayres  Grand 
OontnwtlOB.  National  Tramways  Company,  Lint., 
which  deals  with  a  rather  iDteresting  point.  The  facts, 
as  reported,  were,  briefly :  An  issue  of  debentures  had 
been  made  by  the  company  with  ioterest  dependent  on 
profits.  Money  bad  also  been  borrowed  for  construc- 
ti(Mi  purposes,  and  it  was  proposed  to  charge  to  capital 
interest  on  this  money  on  the  basis  of  the  estimated 
cost  per  mile  up  to  completion,  and  thenceforward  to 
revenue.    Objection  was  taken  by  a  shareholder  on 


the  ground  of  uUrd  vires,  presumably  also  having  in 
view  the  peculiar  conditions  attaching  to  the  interest 
on  the  debentures,  but  the  action  was  dismissed.  The 
point  has  long  been  decided  that  interest  on  share 
capital,  as  distinct  from  loan  *'  capital,"  cannot,  save 
where  statutory  power  has  been  taken,  be  paid  during 
construction  of  works,  and  therefore,  perhaps,  no  new 
problem  has  been  raised,  bat  the  facts  render  the  case 
instructive. 


TiM  CoafMtloB  of  Solicitors'  Journal  is  not  inclined 
tlw  HomtM.  to  accept  the  "  conclusion  of  some 
of  the  newspapers "  that  the  present  congested  state 
of  legal  business,  as  compared  with  the  beginning 
of  the  Michaelmas  Sittings  1905,  is  proof  poritive  that 
the  profession  is  in  a  more  flourishing  condition.  Our 
contemporary  goes  on  to  say : — 

"We  ouf;bt  first  to  know  how  many  of  the  causes 
standing  in  the  lists  have  been  carried  over  from  last 
year.  Anyone  with  an  account  at  a  bank  in  which  a 
larger  sum  was  brought  forward  at  the  beginning  of  the 
year  than  in  previous  years  would  do  well  to  take  this 
fact  into  account  when  he  had  to  consider  at  the  end  of 
the  year  whether  his  income  bad  really  increased.  To 
put  the  matter  briefly,  How  many  causes  in  the  lists  are 
old  and  how  many  new  causes  ?  " 

This  contention  is,  no  doubt,  quite  sound,  but— and  it 
is  a  very  big  "  but  "—we  did  hope  that  the  Bank  Pass- 
Book  Income  and  Expenditure  Account  had  been  killed 
years  ago. 

Lioencc  As  a  pendant  to  Mr.  W.  C.  Northcott's 
GonpMuaUoB.  interesting  paper  on  "  Compensation 
under  the  Licensing  Act,  1904,"  wiiich  appeared  in  our 
last  issue,  may  be  noted  the  case  of  Noakes  v.  Noakes  & 
Co.,  Lim.  The  question  originally  arose  as  to  the  manner 
in  which  compensation,  which  had  been  paid  for  the 
extinction  of  a  licence,  should  be  dealt  with  where 
debentures  existed  having  a  floating  charge  as  well  as 
a  trust  deed  by  way  of  security.  It  had  been  previously 
held  that  the  trustees  under  their  deed  were  entitled  to 
receive  the  money  in  their  capacity  as  mortgagees,  but 
since  their  full  rights  as  such  had  not  matured  they 
could  not  use  it,  this  privilege  being  still  in  the  com- 
pany. In  this  case  a  further  point  arose  as  to  whether 
the  trustees  for  the  debenture-holders  could  invest  the 
amount  payable  as  compensation  in  other  licensed 
property,  or  were  obliged  to  deal  with  it  in  the  purchase 
of  ordinary  trust  investments.  Mr^ustice  I^ville 
decided  in  favour  of  the  forspcic^lK^wi^O^LC 
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Port  onoa  Howard  Vincent  has  given  notice 

kviafi  BkBk  that  he  intends  to  ask  the  Chancellor 
"« Oonwu.  of  the  Exchequer  in  the  House  of 
Commons  if,  having  regard  to  the  loss  of  investors  in 
Consols  purchased  through  the  Post  Office  Savings 
Bank,  and  to  the  fact  that  there  is  no  indication  in  the 
general  information  contained  in  the  Pass  Books  issued 
to  depositors  that  Government  stock  is  subject  to  such 
fluctuation  and  depreciation,  he  will  cause  the  rules  to 
be  amended  in  this  respect,  and  consider  whether  a 
Departmental  or  other  Committee  could  with  advantage 
be  appointed  to  consider  the  effect  of  such  loss  upon 
national  thrift,  and  whether  something  could  not  be 
devised  to  steady  deposits  by  the  industrial  classes,  as 
in  France  and  Germany. 


ChfcTtiPtf  ^^'^  report  of  the  Council  of  the  Cbar- 
iBsUtnu  of     tered  Institute  of  Secretaries  for  the 

■MmtarUk  year  ended  3i8t  August  last,  submitted 
at  the  meeting  held  on  the  6th  inst.,  states  that  during 
the  year  726  members  have  been  elected,  and  89 
Associates  have  been  promoted  to  Fellowships.  The 
number  on  the  I{egister  at  31st  August  1906  was  3,232. 


tht  e«U  BtMiTi.  ^"^B  *°  question  of  the  Bank 
of  England's  gold  reserve,  a  director  of 
a  group  of  mining  companies  makes  the  suggestion 
that  the  Bank  should  secure  a  first  call  from  mining 
concerns  upon  the  gold  they  import,  instead  of  com- 
peting for  it  in  the  open  market.  It  is  said  that  if  the 
Bank  authorities  were  williug  to  credit  such  gold  to 
Current  Account,  not  Deposit  Account,  and  grant 
thereon  interest  at  li  per  cent,  under  bank  rate,  the 
group  over  which  this  director  presides  would  probably 
DC  agreeable  to  grant  the  call.  A  financial  contem- 
porary adds  that  at  present  the  Bank  and  one  other 
firm  adhere  to  the  fixed  rate  for  gold  purchases,  but 
most  other  concerns  frequently  go  privately  to  the 
mining  companies,  and,  by  paying  a  fraction  more  than 
the  bank  price,  are  able  to  obtain  what  bullion  they 
want.  This  seems  to  be  a  very  simple  point,  and  it 
will  probably  add  interest  to  the  discussion  which  is 
bound  to  ensue. 


jj^^j^        The  following  alterations  in  theregula- 
lt«<Di»tiom  for   tions  respecting  post  cards  came  into 
rost  OMFdi.     foree  on  the  tst  inst.   Mtoimum  raze 
for  post  cards  will  be  4  inches  in  length  by  2!  inches  in 
width.   Stamps  may  be  affixed  on  the  correspondence 


side  without  surcharge,  and  in  future  it  will  be  permis- 
sible to  attach  to  a  post  card  a  gummed  label,  not 
exceeding  2  inches  by  |  of  an  inch,  bearing  the  name 
and  address  of  the  sender,  while  drawings,  &c.,  on  very 
thin  paper,  provided  they  are  completely  adherent,  may 
be  attached  to  the  card  either  on  the  back  or  the  left- 
hand  portion  of  the  address  side.  These  new  regulations 
apply  to  places  in  the  United  Kingdom,  the  Colonies, 
and  fbrdgn  countries,  but  it  is  stated  that  no  guarantee 
can  at  present  be  given  that  the  same  privileges  will  be 
allowed  by  the  post  offices  of  other  countries,  althoogb 
there  is  reason  to  believe  they  will  do  so. 


ft'<fi«0Mt  Eari  Fortescue  pre^ded  at  a  meet- 
Yitfiitiw  ^^'^         week  at  the  Cannon 

AMooUtioa.  Street  Hotel,  to  consider  the  subject 
of  Secret  Commissions.  It  was  decided  to  form 
an  association  to  promote  the  enforcement  of  the 
provisions  of  the  Prevention  of  Corruption  Act, 
1906,  which,  it  will  be  remembered,  comes  into 
force  on  the  ist  January  next,  and  to  brii^  to  the 
notice  of  traders  and  public  bodies  the  require- 
ments of  the  law,  in  the  hope  that  this  will  have  the 
effect  of  preventing  and  minimising  the  evils  dne  to 
the  prevalence  of  illicit  commissions.  It  is  understood 
that  a  public  meeting  will  be  convened  shortly  in 
London,  when  the  Act  will  be  folly  explained.  A  Pro- 
visional Committee — condstiog  of  Earl  Fortescue  and 
Messrs.  David  Howard  (Vice-President  of  the  London 
Chamber  of  Commerce  and  Chairman  of  the  Secret 
Commissions  Committee),  J.  Innes  Rogers  (Vice- 
President  of  the  London  Chamber  of  Commerce, 
Chairman  of  Joseph  Travers  &  Sons,  Lim.),  J.  W. 
Hope  (John  Knight  &  Sons,  Lim.),  £.  H.  Howell  (John 
Howell  &  Co.,  Lim.),  W.  C.  Jackson  (Messrs.  Jackson, 
Pixley,  Husey  &  Co.),  R.  L.  Barclay,  Hal  Williams,  and 
others — was  appointed,  with  power  to  add  to  its  number. 
The  present  Secretary  is  Mr.  A.  E.  W.  Gwyn,  and  the 
movement  is  being  directed  from  3  Lanrence  Ponntney 
HiU,  Cannon  Street,  E.C. 


AccoFdiog  to  Tht  Fijuincial  News  the 
GommiitfoBs.  recently  passed  Prevention  o£  Cormp- 
BRHtofArt.  tion  Act  wiU  hit  financial  Introduc- 
tions where  a  commission  is  paid  to  the  introducer, 
and  probably  also  the  "  half  -  commisdon  man." 
Taking  the  question  of  Introductions  first,  it  seems 
to  us  that  unless  the  introducer  accepts  a  com- 
mission from  both  sides — in  itself  ^manifestly 
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improper  proceeding  unless  there  be  a  full  disclosure 
to  both  sides  —  the  Act  does  not  come  within 
measurable  distance  of  affecting  existing  practice.   If  a 
man  is  asked  to  introduce  capital  into  a  concern,  or  to 
find  a  suitable  investment  for  capital,  it  is,  we  should 
imagine,  entirely  reasonable  to  suppose  that  it  is  not 
necessary  for  that  man  to  explain  to  those  who  come  to 
him  for  assistance  that  he  does  not  carry  on  such 
bnuness  bn  the  benefit  of  bis  health,  as  the  Americans 
say,  but  as  a  means  of  livelihood.   We  very  much 
question,  therefore,  whether  the  receiving  of  a  com- 
mission under  such  circumstances  can  be  regarded  as 
secret :  certainly  it  conid  not  be  regarded  as  corrupt 
se.   Bat,  on  the  other  band,  if  one  party  agrees  to 
pay  the  introducer  a  commission  for  bis  services,  he  is 
reasonably  entitled  to  consider  that  he  has  employed 
the  introdncer  to  act  for  him,  and  under  such  circum- 
stances the  acceptance  of  a  commission  by  the  other 
side  would,  we  think,  very  properly  be  regarded  as 
cwrupt  With  regard  to  the  half-commission  man,  a 
man  regularly  employed  in  a  broker's  office  can  clearly 
be  remunerated  by  that  broker  in  any  way  that  he  may 
thinlc  fit,  and  the  half-commission  basis  is  just  as  I^al 
and  just  as  proper  in  every  way  as  a  fixed  salary.  We 
are  very  much  more  doubtfol,  however,  of  the  position 
of  the  man  mixing  in  society  whose  connection  with  a 
broker's  ofBce  Is  entirely  unknown  to  his  friends,  and 
who  makes  use  of  his  social  position  to  give  his  friends 
apparently  disinterested  advice  in  the  hope  of  being 
able  to  obtain  a  secret  commission  in  the  event  of  that 
advice  bdng  acted  upon.   It  remains  to  be  seen  what 
view  the  Courts  would  take  with  regard  to  commissions 
paid  by  brokers  to  "  decoy  ducks,"  but  if  it  should  be 
decided  that  such  commissions  come  within  the  four 
comers  of  the  Act,  it  would,  we  think,  be  quite  one  of 
the  strongest  testimonials  that  could  be  found  in  favour 
of  the  measure. 


What  !■  a  We  are  coatinually  pointing  out  that 
BaiBBM  BbMt?  the  average  person,  wherever  he  can 
see  two  figures  side  by  side,  or  even  if  they  be  one 
above  another,  is  incUned  to  dub  the  result  a  "  Balance 
Sheet."  The  latest  instance  may  be  found  in  The 
Tribune^  in  the  course  of  an  article  on  the  unemploy- 
aUe.  Hie  writer  is  contrasting  the  dlfierence  between 
maintenance  in  a  workhouse  and  under  the  colony 
system.   He  says : — 

"  It  takes  about  «x  months,  though  sometimes  very 
much  longer,  to  turn  s  wastrel  into  an  agricultural 
labourer  snflBdently  skilled  to  be  acceptable  to  the 


CanadiaD  farmer.  But  the  board  of  guardians 
responsible  for  his  maintenance  has,  of  course,  to  pay 
for  his  passage,  his  outfit,  and  bis  railway  fare  before 
he  can  earn  his  living  on  an  Ontario  farm.  That  costs 
about  j^io,  and  the  Balance  Sheet  for  the  whole  trans- 
action works  out  approximately  thus : — 

Dthtor.  £     s  d 

Six  months  at  LingBeld  at  los.  6d.  a  week     12  12  o 

Pass^e,  outfit,  and  fiure  10   o  o 

Balance  saved  to  the  public       . .      . .   223  8  o 


Crtditor. 

Six  months  in  workhouse  at  $a.  a  week  . . 
Maintenance  in  workhouse  or  {n-ison  for 
rest  of  life,  say  twenty  years   . . 


^246 

0 

0 

£ 

s 

d 

6 

0 

0 

240 

0 

0 

£2^6 

0 

0 

Our  only  wonder  is  that  some  up-to-date  (?)  journalist 
does  not  call  the  multiplication  tables  a  Balance  Sheet. 


The  Oommitu*  on  The  fifteenth  meeting  of  the  Bank- 
Banknptor  Law.  niptcy  Law  Amendment  Committee 
was  recently  held  at  the  Royal  Courts  of  Justice. 
Sixteen  witnesses,  most  of  them  representative  of 
important  bodies  and  associations,  have  been 
examined,  and  at  the  last  meeting  various  communica- 
tions and  suggestions  received  by  the  Committee  came 
up  for  consideration.  As  yet,  however,  no  indication 
has  been  allowed  to  transpire  as  to  the  opinions 
formed  by  the  Committee,  either  collectively  or 
individually,  and  at  this  stage  speculation  upon  the 
point  appears  to  be  entirely  valueless.  We  know,  of 
course,  that  the  Board  of  Trade  has  put  before  the 
Committee  what  it  regards  as  strong  evidence  infovour 
of  an  extension  of  officialism,  but  it  yet  remains  to  be 
seen  whether  that  evidence  has  been  regarded  as  any- 
thing approaching  conclusive. 


.  -  J  The  lectures  and  classes  of  the  Law 
Tm  Law  Sooutr* 

SoUoiton'      Society  for  the  foorth  term  of  the 

Bookk«ipln(.  current  year  commenced  on  Wednes- 
day last.  Among  the  special  courses  provided  upon 
this  occasion  we  observe  that  there  wilt  be  a  series 
of  lectures  by  Professor  Lawrence  R.  DIcksee,  M.Com., 
F.C.A.,  OD  Accounts  and  Bookkeeping  for  Solicitors, 
designed  to  provide  senior  students  with  an  insight  into 
the  principles  upon  which  all  systems  of  account  are 
founded,  and  the  practical  application  of  those  nrln- 
ciples  to  business  and  profes^onal accounts.^ 
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Buikrnpter  The  letter  signed  "  Nox,"  which 
stfttiBtiM.  appeared  in  our  last  issue,  is  of  con- 
siderable interest,  suggesting  as  it  does  that  the 
accounts  of  Official  Receivers  as  trustees  in  bankruptcy 
are  framed  with  a  view  to  the  subsequent  compilation 
of  statistics  favourable  to  officialism,  whereas  the 
accounts  of  non-official  trustees  are  liable  to  be  altered 
80  as  to  make  them  correspoodingly  unfavourable  to 
non-official  trusteeships.  It  is  to  be  feared  that  there 
can  be  little  doubt  that  there  are  good  grounds  for 
suspicion  on  this  account,  and  indeed  so  long  as 
statistics  are  compiled  by  those  who  naturally  have  a 
bias  in  one  direction  or  another,  it  is  clear  that  their 
practical  value  can  be  but  of  the  slightest.  Everyone 
who  has  the  least  acquaintance  with  statistics  is  well 
aware  that  they  can  be  made  to  prove  practically  any- 
thing. It  is  only  when  they  are  being  compiled  by  the 
scientific  searcher  after  truth,  rather  than  the  advocate 
seeking  evidence  to  suppmrt  a  particular  pet  theory, 
that  they  are  entitled  to  be  regarded  seriously.  Biased 
statistics  must  always  be  actively  misleading,  and 
moreover  an  absolute  waste  of  money  from  the  general 
public's  point  of  view. 


Iha  Ibmim  Tai  We  do  not  quite  understand  bow  it  is 
Oemmlttoe.  that  so  many  rumours  are  prevalent 
with  regard  to  the  views  of  the  Select  Committee  of 
the  House  of  Commons  on  Income  Tax.  It  would 
almost  appear  as  if  there  must  be  some  leakage,  for  it 
is  certainly  unusual  for  these  matters  to  become  more 
or  less  public  knowledge  before  a  Committee's  report 
has  been  approved.  But,  however  that  may  be,  we 
are  now  informed  that  considerable  divergence  of 
opinion  has  been  evidenced  on  the  discussion  of  the 
draft  report  submitted  by  Sur  Charles  Dilke,  the  chair- 
man of  the  Committee,  and  that  there  is  but  little 
likelihood  of  anything  being  unanimously  agreed  to. 
In  view  of  the  inherent  difficulties  of  formulating  a 
practicable  scheme  of  graduated  income-tax,  this  seems 
extremely  probable. 


inditon*  adjourned  hearing  at  Bow 

Csrtiflaatw  and  Street  Police  Court  of  the  charges 
■"•^  against  Mr.  S.  G.  Massey  in  connec- 
tion with  the  recent  failure  of  the  Economic  Bank,  Lim., 
it  was  stated  by  a  witness  from  the  Official  Receiver's 
office  that  on  the  7th  January  1904  there  was  a  depre- 
ciation of  about  Bve  thousand  pounds  on  the  securities 
held  by  the  bank.  The  auditors  passed  the  Balance 


Sheet  in  which  ^£'551459  was  entered  ab  being  the  amount 
on  deposit  with  the  Financial  Bank.  Of  that  sum,  how- 
ever, ;f36,85g  was  the  subject  of  a  special  report  in 
which  the  auditors  drew  the  attention  of  the  directors 
and  shareholders  to  the  fact  that  they  bad  grave  doubts 
as  to  whether  the  transactions  represented  by  that 
sum  were  permitted  by  the  memorandum  and  articles 
of  association.  They  questioned  whether  that  £i6,&5g 
could  be  treated  as  a  depout.  Witness  added  that 
this  Balance  Sheet  was  passed  at  a  meeting  of  share- 
holders. It  would  be  interesting,  as  bearing  upon  the 
discussion  of  the  most  suitable  form  of  wording  for 
certificates  appended  to  the  foot  of  published  Balance 
Sheets,  to  see  the  exact  form  of  wording  employed  by 
the  auditors  in  their  certificate. 


Tht  Bteta  of     That  the  Courts  are  taking  no  very 
Lafal  BhsIbch.   exceptional  steps  to  clear  up  the 

almost  unprecedented  accumulation  of  arrears  with 
which  the  present  term  opened  is  evident  from  the  fact 
that  Saturday  attings  are  becoming  more  than  ever 
exceptional,  and  it  is  even  rumoured  that  the  Judges 
axe  in  favour  of  their  entire  abolition.  Whether  or 
not  this  is  a  connter-move  to  the  public  demand  for  a 
shortening  of  the  Long  Vacation,  we  cannot,  of  course, 
say ;  but  while  the  entire  abolition  of  Saturday  sittings 
would  undoubtedly  be  more  convenient  than  the 
present  practice,  under  which  no  one  knows  until  the 
last  minute  whether  or  not  any  particular  Court  will 
sit  on  the  Saturday,  it  is  clear  that  when  arrears  are 
uoprecedentedly  heavy,  in  spite  of  the  fact  that  legal 
business  is  itself  unusually  low,  it  is  hardly  the  time 
for  the  Courts  to  shorten  their  working  hours. 


1  BoMiigh  Some  little  difficulty  is  reported  to 
Tnasnnr  and  tiie  have  arisen  in  connection  with  the 
L.O.B.  Andlt  Local  Government  Board  audit  of  the 
education  accoants  of  the  borough  of  East  Ham. 
The  Borough  Treasurer  is  said  to  have  appeared 
before  the  Local  Government  Board  auditor  and 
refused  to  sign  the  statutory  declaration  as  to  the 
correctness  of  the  accounts.  Mr.  Fry  contended  that 
his  signature  to  the  accounts  should  be  considered  a 
reasonable  declaration,  but  the  auditor  did  not  agree 
with  this  view,  and  stated  he  would  have  to  proceed 
in  the  matter.  It  may  be  pointed  out  that  the  auditor's 
demand  for  a  declaration  was  based  upon  Section  247 
of  the  Public  Health  Act,  which  states  that  an  auditor 
may  require  any  person  b<^duig  or  acconntal^  for  snch 
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books  to  appear  before  him  and  make  and  sign  a 
declaration  as  to  the  correctnees  of  the  same. 
According  to  Ths  Mvmcipal  Journal^  when  seen  after- 
wards by  a  press  representative  Mr.  Fry  made  it  quite 
clear  that  he  had  nothing  to  hide.  He  argued  ttiat 
this  section  was  only  intended  to  apply  to  those  cases 
where  a  public  auditor  had  reason  to  believe  that  false 
statements  of  account  had  hwa  presented,  or  that  some 
of  them  were  incorrect.  What  he  objected  to  was  the 
assumption,  which  appeared  to  dominate  the  action  of 
some  Government  officials,  that  all  public  officials  were 
rogues.  There  may,  of  course,  be  much  at  the  back  of 
this  with  which  we  are  not  fomiliar,  or  of  which  we  are 
not  cognisant;  but,  so  Car  as  the  facts  have  been 
reported,  we  do  not  quite  understand  Mr.  Fiy's  objec- 
tions to  make  a  declaration,  for  if  the  accounts  are 
correct  thwe  does  not  seem  to  be  any  very  great 
reason  why  be  should  not  declare  the  fact.  Perhaps 
some  of  the  parties  interested  may  care  to  give  us  a 
IhUe  more  Information,  so  that  the  matter  may  be  dis- 
cussed, because  it  may  ultimately  turn  oat  that  the 
point  is  really  an  impmrtant  one. 


durrent  Xaw. 


In  Rt  BaUs;  Hodgson  v.  Bates.  Kekewich,  J. 
H<dd,  that  where  a  testator  leaves  his  estate  in  trust, 
subject  to  a  life  interest,  with  power  for  the  trustees  to 
retain  any  investments  for  such  period  as  they  may 
think  proper,  the  income  derived  from  a  hazardous 
security  does  not  necessarily  come  under  the  rule  in 
Howe  V.  Lord  Dartmouth, — {Tunes,  Nov.  3.) 


CoctespoitDence  an^  Bnauirfes. 


All  commanlcatlons  to  the  BdUor  sboold  be 
1^  letter  mly. 


locome  Tax:  Interest  on  Bank  OvenUft*. 

{To  titt  Editor  of  Tiio  AeeomHamt.) 
Sir,— A  limited  company,  in  the  course  of  business 
some  years  ago,  found  it  necessary  to  raise  an  overdraft 
with  its  bankers,  this  overdraft  up  to  a  fixed  amount 
bdng  secured  by  floating  debentures  on  the  company's 
assets.  The  original  amount  has  always  been  treated 
as  an  overdraft  by  the  bank.  Is  constantly  varying,  also 
the  company  has  been  urged  to  reduce  same.  The 
interest  is  charged  by  the  bank  direct  to  the  debit  of 


the  company's  account  without  deduction  of  tax,  and 
the  bank  state  that  the  amoant  Is  indoded  in  thdr 
Profit  and  Loss  Account. 

"  Murray  &  Carter,"  3rd  Ed.  p.  ao8,  mention  the  case 
of  a  trader  where  bank  interest  was  allowed,  and  I 
should  be  obliged  if  yon  would  give  your  opinion  as  to 
whether  the  interest  on  the  above  overdraft  is  a  proper 
deduction  from  the  profit  in  arriving  at  the  correct 
assessment,  as  the  Surveyor  contends  that  the  amount 
is  a  loan,  and  tax  should  be  deducted  on  payment  of 
interest,  which,  of  course,  is  not  paid,  but  charged 
direct. 

Yours  faithfully, 
3isf  October  1906.  BURGH. 


How  to  Read  a  Balance  Sheet. 
{Ta  tie  Editor  of  The  AeeomntoMt.) 
Sir, — In  the  paper  I  read  to  the  Gla^;ow  Chartered 
Accountants  Students*  Society  on  the  aand  Inst,  and 
reported  in  your  issue  of  last  Saturday,  I  find  that  in 
going  through  the  proofe  I  omitted  to  notice  a  some- 
what important  error.  On  line  19  in  the  first  cohunn 
of  p.  515  the  word  "definition "  should  read 
"distmctioo." 

I  am.  Sir,  your  obedient  servant, 

FRANCIS  W.  PIXLEY. 
London,  ^ist  October  1906. 


The  Chartered  Acconntaiita'  Qolt  Clab. 

"World  op  Golf"  £100  Foursome  at  Waltoh 
Heath  on  zoth  November  1906. 
{To  tlU  Editor  of  The  Aecomtant.) 

Sir, — It  may  be  of  interest  to  members  of  the  above 
club  to  know  that  The  World  of  Golf  has  made 
arrangements  with  the  South-Eastem  and  Chatham 
Railway  to  run  a  special  express  train  from  Charing 
Cross  Station,  calling  at  Waterloo  Junction  and 
London  Bridge,  to  Tadworth.  Special  cheap  tickets 
at  28.  lod.  first-class  can  be  obtahied,  but,  as  the  supply 
is  lindted,  applications  for  these  tickets  should  be  made 
as  early  as  possible  to  the  offices  of  The  World  of  Golft 
aS  Paternoster  Row,  E.C. 

The  train  will  arrive  at  Walton  Heath  in  time  for 
the  start  of  play,  and  will  depart  at  the  close  of  the 
match. 

Yoors  &ithfully, 

DANIEL  HILL,  Jumr., 
Hon,  Sec, 

St,  Margarels^n.Tham^  0^i^o^>@fiT^^\(> 
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Booklw^ng  for  Electrical  Power  Compaales. 

(T0  tit  Editor  »f  Tkt  Aecctmttmt.) 
SiRt— I  am  dedrooB  of  obtaining  an  acooanting  book 

which  gives  a  good  idea  of  all  books,  {brms,  and 
accounts  asaally  kept  by  large  electrical  power  com- 
panies; and  if  you  could  putmein  the  way  of  my  getting 
same,  I  should  £eel  greatly  obliged  to  yon. 

Yours  &lthfully, 
3nl  November  1906.  A.  C. 


Oriental*  and  Aadlts. 

{Tc  the  Editor  of  The  Accountant.) 

Sir, — I  see  that  you  are  devoting  a  portion  of  your 
columns  to  things  Indian. 

May  I  offer  you  the  enclosed  report  of  a  meeting 
called  for  the  purpose  of  an  audit  of  Church  Accounts 
in  this  city.  It  is  taken  firom  to-day's  Ei^Usknum, 

I  may  remark  that  some  iocidents  in  the  proceedings 
as  reported  are  quite  unusual  at  meetings  of  Church 
auditors  specially  convened  for  the  purpose  of  the 
investigation  and  passing  of  Church  Accounts  in 
Calcutta. 

Yours  faithfully. 
WILMOT  CORFIELD. 

CakiUta,  9/ A  October  1906. 

"A  riot  of  serious  proportions  occurred  on  Sunday 
afternoon  in  Blackburn's  Lane  among  some  aoo 
Chinese,  armed  with  knives  and  lathies,  over  a  dispute 
r^ating  to  Chinese  Church  funds.  Several  were  so 
severely  injured  as  to  necessitate  their  removal  to  tlia 
Medical  College  Hospital,  where  the  condition  of  some 
of  them  is  said  to  be  i^ecarions. 

"It  seems  that  some  of  the  members  of  the  Chinese 
Club  at  No.  22  Blackburn's  Lane  were  not  satis&ed 
with  the  accounts  as  shown  by  the  Secretary.  They 
accordingly  communicated  with  some  of  the  members 
at  Rangoon,  asking  them  to  depute  men  to  proceed  to 
Calcutta  to  audit  the  accounts  in  question.  Sunday 
was  fixed  for  the  auditing  in  the  Cbiaiese  Church 
pnnuses.  Between  a  aiul  3  p.m.  during  the  proceed- 
ings one  of  the  Calcutta  members,  who  had  asked  for 
the  Rangoon  men,  gave  what  appears  to  have  been  a 
pre-arranged  signal  by  the  sudden  breaking  of  a  tea- 
pot.  Immediately  about  150  armed  Chinese  appeared 
on  the  scene,  and  l>egan  savagely  assaulting  30  or  40 
unarmed  Chinese. 

"The  riot  assumed  very  serious  proportions,  attract- 
ing a  large  crowd  of  spectators,  and  the  excitement  ran 
fever  high.  The  consequences  would  have  certainly 
proved  disastrous  had  it  not  been  for  the  timely 
arrival  trf  Inspector  A.  Rattim,  with  a  posse  of  police- 
men, followed  by  Superintendent  Uerriman.  On  the 
approach  of  the  police  the  rioters  fled.  Five  Chinamen, 
alleged  to  Im  implicated,  were  arrested.  About  11  or 


12  men  were  found  lying  on  the  ground  with  serious 
iajuries,  necessitatiiig  their  removal  to  hospital,  where 
they  are  detained  under  treatment  The  injured  men 
include  an  East  Indian  named  D'Gniz,  wbo  osed  to 
keep  the  club  accounts  on  behalf  of  the  Secretary. 
His  condition  is  rqiorted  to  bo  pncartoas.  The 
accQsed  will  shortly  be  jrfaced  on  their  trial." 


A  Questkm  of  AccMint. 
(To  the  Editor  of  The  Aeeommtaiit.) 

Si  r, — ^Win  you  or  any  of  your  readers  give  an  opinion 
as  to  the  best  method  of  treating  the  following  question 
in  the  books  of  a  limited  company : — 

A  collie  (run  as  a  profit-earning  concern)  situate 
in  a  remote  country  district  erect  their  own  water- 
works, for  the  purpose  of  sui^sdng  water  to  the  Instita- 
tion,  at  a  cost  of  £^00. 

The  contractors  complete  the  work  and  the  cost 
(£500)  has  been  credited  to  their  account  in  the 
Ledger,  and  the  asset  stands  to  the  debit  of  Water- 
works Account. 

The  contractors  were  not  paid  for  the  erection  until 
a  director  generously  sent  a  cheque  to  them  in  full 
discharge  of  the  liability,  at  the  same  time  informing 
the  company  of  his  action,  and  that  the  paymoit  is  a 
presentation  to  the  college. 

It  will  thus  be  seen  that  no  money  has  passed 
between  the  institution  and  the  contractorst  but  in 
recognition  of  the  gift  the  donor  wishes  the  item  to 
appear  on  the  fiu»  of  the  Balanra  Sheet. 

Yours  faithfully, 

INTER  VIVOS. 

[Without  seeing  the  usual  form  of  published  accounts 
it  is  impossible  to  say  how  this  transaction  would  best 
be  treated,  but  there  is  no  difficulty  whatever  in  record- 
ing the  obvious  &cts. — Ed.  Acct.} 


Institute  Examinations  and  Publication  of  Results. 

[Te  the  Editor  of  The  Accountant.) 

Sir,— May  I  call  attention  through  your  columns  to 
the  length  of  time  (a  period  of  about  seven  weeks*  pro- 
longed anxiety)  which  elapses  between  the  examinations 
of  the  Institute  of  Chartered  Accotmtants  and  the  time 
when  the  results  of  such  examinations  are  made  known 
to  the  candidates.  Any  alteration  in  the  date  of  notifi- 
cation of  the  results  which  would  tend,  however  little, 
to  shorten  this  period  of  suspense  would,  I  am  surot  be 
much  welcomed  by  all  concerned. 

Yours  fiuthfuUy, 

yd  November  1906.    Digitized  b^l^IBgi^g'^^ 
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Partnen^  C^rftali 

(T»  tie  Editor  »f  TJu  AeeouMant.) 

Sir, — In  the  majority  of  text-books  apon  bookkeep- 
ing I  find  that  capital  is  defined  as  the  sorplas  of 
assets  over  liabilities.  In  works  upon  political 
economy  capital  is  defined  as  wealth  invested  in  trade 
or  manufactures,  as  distinct  from  the  income  or  interest 
derived  from  such  Investment.  It  is  quite  clear  that 
these  two  definitions  are  consistent  only  at  the  com- 
mencement of  a  bndness  before  any  profits  have 
accrued.  The  definition  used  by  political  economists 
is  evidently  the  one  which  is  generally  accepted  outside 
the  accountancy  profession,  as  evidenced  by  the  fact 
that  the  L^islatnre,  in  dealing  with  matters  of  account 
(Af in  the  Jtnnt  Stock  Companies  Acts),  has  always 
clearly  differentiated  between  capital  and  revenue.  I 
shall  be  very  glad  if  any  of  your  readers  can  tell  me 
liow  the  accountants'  definition  of  capital  ms  first 
originated. 

Hie  point  is  of  considerable  importance  in  dealing 
with  Partnership  Accounts.  I  find  that  there  is  a 
practice  among  some  accountants  to  credit  the  Capital 
Accounts  of  partners  with  interest  on  capital  and  with 
the  share  of  profits,  to  debit  the  drawings  for  the  year 
to  the  same  account,  and  to  then  carry  down  the 
balance.  Upon  the  amount  of  this  balance  they 
calculate  tfae  interest  upon  capital  for  the  ensuing  year, 
in  spite  of  the  fact  that  a  strict  interpretation  of  the  part- 
nership deed  requires  them  to  calculate  interest  upon 
ciqdtal  in  Its  economic  sense— the  capital  invested 
by  the  partners  at  the  commencement  of  the  business.  I 
have  sometimes  asked  solicitors  what  they  understood 
capital  to  mean  when  they  have  been  drawing  op  a 
partnership  deed,  and  they  have  invariably  told  me 
that  they  understood  it  to  mean  the  capital  invested  by 
the  partners  at  the  commencement.  It  appears,  too, 
that  the  majority  of  commercial  men  regard  it  in  the 
same  way.  I  have  lately  had  before  me  the  case  of  a 
partnership  deed  which  provides  for  interest  on 
capital  but  makes  no  provision  for  interest  upon  draw- 
ings. One  of  the  partners  has  drawn  practically 
nothing  out  of  the  budness,  not  even  the  interest  upon 
ci^ital  to  which  be  is  entitled.  I  found  that  he  was 
credited  not  only  with  interest  upon  undrawn  profits 
as  well  as  upon  capital,  but  also  interest  upon  undrawn 
interest  compound  interest).  Upon  calling  the 
attention  of  the  partners  to  this  fact,  a  considerable 
dispute  has  arisen  as  to  the  manner  in  which  the  part- 
necAip  deed  is  to  be  interpreted.   I  shall  be  much 


obl^ed  if  you,  or  any  of  your  readers,  could  refer  mo 
to  a  leading  case  bearing  upon  this  subject. 

Yours  fatthfoUy, 
C.  X. 

[We  will  deal  with  this  in  an  early  issue.— £o.  ilcef.] 


Form  of  Monldpal  Accounts. 

(r0  tlu  Editor  of  TU  AceowUaaU.^ 

Sir, — Some  of  the  members  of  a  ratepayers'  associa- 
tion, of  which  I  am  one,  are  much  interested  in 
municipal  accounts. 

There  has  recently  been  a  discussion  of  an  abstract 
nature  as  to  tfae  correct  method  of  stating  certain  items. 

ist — In  the  event  of  house  property  belonging  to  a 
tiorougb  being  let  to  some  of  the  Council's  employees 
at  a  reduced  rent,  together  with  lessened  taxes,  ought 
not  the  accounts  to  be  so  stated  that  it  could  be  shown 
clearly  in  "  meal  or  malt "  what  the  actual  salaries  of 
the  employees  were — that  is  to  say,  in  (r)  cash,  (2) 
reduced  rent,  (3)  lessened  taxes  ? 

and. — Supposing  electric  light  is  supplied  to 
employees,  either  for  nothing  or  at  a  lessened  price, 
ought  not  its  value  at  full  price  to  be  transf^ed  from 
the  Electric  Light  Accounts  to  those  of  the  Borough 
and  District  Funds  Acccounts,  as  the  case  may  be,  so 
that  the  value  of  tfae  electric  light  given  to  the 
employees  be  clearly  shown  as  a  further  addition  to  their 
salaries,  as  illustrated  In  the  preceding  paragraph  ? 

3rd.— In  the  Electric  Li^t  Accounts  should  not  the 
actual  output  In  rents  be  accounted  for,  even  if  some  is 
given  away  ? 

We  an  of  opinion  that  in  many  boroughs  these 

additions  to  employees'  remuneration  are  not  clearly 
shown  in  the  municipal  accounts,  and  therefore  do  not 
come  under  the  notice  of  the  Council  or  the  ratepayers. 

Should  matters  such  as  given  above  come  under  the 
notice  of  the  elective  auditors,  ought  they  not  to  report 
it  to  the  ratepayers  ? 

Your  valued  o[»nion  will  be  esteemed  a  favour. 

Yours  faithfullyt 
^owmW      1906.  X.  X. 

[We  will  reply  to  this  letter  next  week.— Ed.  Acct^ 

Scope  of  Auditor's  Duties. 
(r«  tht  Editor  »f  Tkt  AeemmfoMt,) 

Sir,— The  articles  of  association  of  a  company  pro- 
vide that : — 

"Once at  least  In  every  year  th^directors  shall 
"Uy  befiore  the  compg^i^lft  a 
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**  statemeat  of  the  income  and  expenditure  for  the  past 
"  year,  made  up  to  a  date  not  more  than  three  months 
**  before  snch  meeting." 

In  auditing  the  accoonts  of  the  said  company  we 
made,  as  is  our  usual  custom,  a  separate  repcnrt  to  the 
shareholders,  to  which  we  referred  on  the  Balance 
Sheet  when  certifying  that  our  requiremrats  had  been 
complied  with. 

In  this  separate  report  we  called  attention  to  the 
fact  that  the  accounts  were  made  up  to  a  date  more 
than  three  months  prior  to  the  date  on  which  the  meet- 
ing is  to  be  held. 

.  The  secretary  of  the  company,  who  Is  also  a  Char- 
tered Accountant,  expresses  the  view  that  it  does  not 
come  within  the  scope  of  our  duties  as  auditors  to  call 
attention  to  this  fact,  and  we  shall  be  glad  to  have  the 
views  of  yova  readers  on  the  subject. 

Yours  faithfully, 

NOT  RE-ELECTED. 

London^      November  1906. 

[Those  who  doubt  whether  it  is  an  auditor's  duty  to 
report  whether  or  not  a  company's  regulations  have 
been  complied  with  should  read  the  judgment  in  the 
recent  B.  S.  A.  caBe.~ED.  Acct.] 


Annuities  and  Sinking  Funds. 

{Ta  tht  Editor  af  TM  AceMmtant.) 
Sir,— With  reference  to  the  lettw  of  "  Retired  "  on 
the  above  subjects,  all  compound  interest  calculations 
can  be  very  much  simplified  by  nsiog  the  logarithmic 
tables  in  Thoman's  "Theory  of  Compound  Interest 
and  Annuities,"  which  tables  are  also  included  in 
"  Inwood." 

Your  correspondent  has  made  some  dight  slip  in  his 
calculation  of  the  log.  of  i?«  -  i,  ^cb  should  be 
rioo9300,  and  also  in  his  reduction  of  the  final  logs, 
into  £36. 

The  correct  answers  are  as  follow : — 
Annuity  L(«.  i-iiTpSSj -/131-2165  =  ^^131  4s.  4d. 

Sinking  Fond      „   3-0663873  «=  /it6*5i65  ■=  £ji6  los.  4d. 

If  the  results  had  been  tested  by  deducting  the  half- 
yearly  interest  from  the  annuity  it  would  have  been 
seen  that  there  was  an  error  in  the  calculations. 

Yonrs  fidthfully, 

5^  November  1906.  C  H.  NEVILL. 


{To  the  Editor  of  The  Accountant.) 
Sir,— Your  correspondent  "  Retired  "  would  appear 
to  have  overlooked  the  fundamental  relatioiuhip 


between  the  Annuity  and  the  Sinking  Fund  methods  of 
repaying  a  loan.  The  Annuity  formula  includes  interest 
on  the  loan,  but  the  -Sf"!"*^  Fund  formula  does  not» 
otherwise  the  calculations  are  identlcaL 
Thus  we  have — 
S  X  I     S  X  I        (5  X  0  -  (S  X  0  _  c  « 

I  ~~  j_  ^    ™- 

J  I     Rn  -I  J2»  -  I 

or,  in  this  particular  case  ^735  x  *o2  =  £1^  14s. 

As  a  slight  error  in  "  Retired's "  figures  makes  the 
difference  between  the  two  calculations — £14  13s.  9id. 
— I  beg  to  append  the  exact  figures : — 

Anoully      Sinking  Fond 
UetiMML  HeSiod. 

Log.  {z  osfi  -  x)  »  i'ioog30o  rioog30o 

A. C.  ^  -S990700  '8990700 
Log.  6 Log.  i-oa B  >osi6oxo 

Log.  -03           »  2'30iO30O  2*3010300 

Log.  735'         =  2-8662873  2-8662873 

Log.  131-316     -  2*1179883      2'o663873  =  Log.  116*516 

As  a  rule  these  and  kindred  calculations  are  made  with 
the  assistance  of  annuity  tables,  and  1  would  take  this 
opportunity  of  pointing  out  to  any  interested  readers 
the  calculations  by  which  from  annuity  tables  we  can 
deduce  any  of  the  other  five  compound  Intwest  tables. 

Taking,  as  example,  60  years,  and  3  per  cent.  Interest* 
we  have — 

(x)  The  annaity  which  £1  will  purchase  for 

6oyeais  =  '036133 

(a)  Tile  sinking  fund  to  produce  £1  in  60 

years   =  -006133 

(3)  The  present  value  of  £1  per  annum  for  ^ 

 -  ^556in 

(4)  The  amount  of  £1  per  annum  for  60  j 

 =  ^133 

(sj  The  amount  of  /i  in  60  years  . .      . .  —  ^^^33 

Tlw  [nessnt  value  of  £1  due  60  years  -006133 

 "  ^5^6iB 

Yours  faithfully, 

JAMES  PATRICK. 

Birkmhead,  6tk  November  1906. 


Compensation  under  the  Ucenalnjc  Act,  1904, 
{Te  the  Editor  ef  The  AeeeimtMt,) 

Sir, — Having  had  a  little  experience  in  this  direction 
I  have  read  Mr.  Northcott's  lecture  with  the  greatest 
Interest,  but  I  cannot  follow  him  on  one  point 

In  one  of  his  supposed  cases  he^umes  a  private 
individual  as  lessor  an<i,i^ifea^3^>G@p@giOe88ee. 
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The  lease  has  thirty  years  to  ran,  and  the  brewers  pay 
£100  per  annnm  rent,  aad  it  is  admitted  that  on  the 
escheatment  of  the  liceDce  the  rental  value  is  only  ;^6o 
per  annum.  Mr.  Nortbcott  ultimately  brings  out  tbe 
claim  of  the  owner  at  1^2,145  (see  p.  555),  and  be  sUtt  s 
that  as  any  interest  which  the  owner  has  in  the  property 
other  than  kis  rent  secured  under  the  lease  is  deferred  for 
thirty  years,  it  will  be  necessary  to  find  the  present 
value  of  £z,i45  deferred  thirty  years,  which  on  tbe 
4  per  cent,  table  is  £661.  (The  words  in  italics  are 
mine.)  Is  not  the  owner  also  entitled  to  the  loss  of  tbt- 
difference  of  rent  for  thirty  years ;  that  is  to  say,  the 
difference  between  the  ;f  100  he  would  have  received 
from  tbe  brewers  and  tbe  £60  he  will  receive  afte- 
escheatment  of  the  licence  ?  In  other  words,  is  he  not 
also  entitled  to  the  present  value  of  £40  per  annum  for 
thirty  years,  which  under  the  4  per  cent,  table  comes  to 
^£"691,  so  that  the  owner  is  entitled  to  ^661  for  the 
reversion,  and  ;^69i  for  the  lose  of  a  proportion  of  tbe 
rent  for  the  unexpired  period  of  the  lease  ? 

Then  as  to  the  proportionate  abatement  of  all  tie 
individual  claims  if  tbe  award  should  be  less  than  tbe 
aggregate  of  them,  would  this  be  so  if  the  award  were 
stated  separately  ?  as  I  believe  in  some  cases  it  has 
been  ;  that  is  to  say,  an  owner's  claim  might  t>e  allowf  d 
in  full,  and  the  tenant's  as  to  three-fonrths,  then  each 
would  stand  bis  own  loss,  I  take  it. 

Mr.  NtHTthcott's  views  on  the  points  I  have  raised 
will  be  of  interest. 

Yours  faithfully, 

SIDNEY  S.  DAWSON. 
Liverpool,  6th  November  1906. 


Debenture-holders  and  Apprentices. 

(To  tJu  Editor  of  The  Aecountant.) 
Sib.— In  reply  to  tbe  letter  of  G.  F.  C."  In  yours  of 
Saturday  last,  a  letter  to  which  you  append  a  footnote 
to  tfae  efiiect  that  you  agree,  may  I  venture  to  reopen 
the  p(^t? 

Am  I  to  talce  it  that  it  is  contended  that  tbe  combin  d 
effect  of  the  Preferential  Payments  in  Bankruptcy  Ac 
of  1SS8  and  tbe  amending  Act  of  1S97,  taken  into  con- 
junction with  Section  10  of  tbe  Judicature  Act  of  1875, 
makes  the  provision  of  Section  41  of  the  Bankruptcy 
Act  of  1883  applicable  to  a  company  when  a  receiver 
takes  possession  on  behalf  of  debenture-holders,  so  that 
apprentices  who  have  paid  premiums  become  entitled 
to  priority  to  unsecured  creditors?  If  this  is  the  con- 
tention I  join  issue. 


Tbe  limited  effect  of  Section  10  of  tfae  Act  of  1875 
has  been  constantly  emphasised  in  the  Courts.  The 
section  in  question  deals  with  the  character  of  debts 
and  liabilities  provable,  and  deals  with  tbe  respective 
rights  of  secured  and  unsecured  creditors,  particularly 
as  regards  method  of  proof — e.^.,  prior  to  the  Act  tbe 
value  of  securities  would  not  be  deducted  in  tbe  proof 
but  resorted  to  after  a  dividend  had  been  received  on 
the  full  claim.  Now,  of  course,  in  the  case  of  an 
insolvent  company  the  value  of  the  security  must  be 
deducted  before  proof.  But  Section  10, 1  submit,  does 
not  attempt  to  assimilate  bankruptcy  procedure  (as 
regards  priority)  with  winding-up  administration. 
Even  if  a  claim  can  be  readily  classified  as  to  whether 
it  is  a  secured  or  unsecured  claim  it  does  not,  if  secured 
thereby,  become  preferential.  There  is  a  vast 
difference ;  for  instance,  a  claim  for  rent  per  s<  is  neither 
preferential  nor  secured,  though  the  landlord  has  a 
personal  right  to  distrain.  There  is  do  stmilar  provi- 
sion to  Section  41  in  tfae  Companies  Acts ;  and  there 
does  not  appear  to  be  any  attempt  in  the  Preferential 
Payments  Act  to  incorporate  such  a  provision,  and 
most  certainly  Section  10  of  tfae  Judicature  Act  of  1875 
does  not  attempt  it. 

Yours  faithfully, 

SIDNEY  S.  DAWSON. 
Liverpool:,  6lh  November  igo6. 


Holding  Companies  and  Depreciation. 

(7*9  tie  Editor  of  The  Accountant.) 
Sir, — Referring  to  the  Weekly  Notes  in  your  issue  of 
3rd  inst.,  I  would  point  out  that  the  remark  on  p.  537 
relating  to  this  company's  published  accounts  is  liable 
to  convey  a  misleading  idea  of  what  our  Chairman 
stated  at  the  last  annual  general  meeting.  What  he 
said  with  reference  to  tfae  point  in  question  was  as 
follows : — 

"  We  have  conferred  as  to  tbe  best  way  of  dealing 
with  this  question,  and  have  consulted  our  auditors 
fully.  As  the  report  states,  we  have  decided  to  treat 
the  matter  as  has  been  our  custona  in  former  years,  only 
—as  you  will  infer  from  what  I  bave  said— this  is  the 
first  year  in  which  there  has  not  been  a  balance  of 
appreciation  instead  of  one  of  depreciation.  We  have 
always  considered  that  until  a  security  was  finally 
realised,  either  at  a  profit  or  at  a  loss,  it  must  stand  OU' 
tfae  books  at  coat,  being  neither  written  up  nor  written- 
down.  As  you  are  aware,  some  companies  follow  the- 
practice  of  re- valuing  at  tbe  close  of  the  financial  year 
their  securities  at  the  figure  of  the  day,  the  result  being 
to  show  sometimes  a  paper  profit  which  cannot  be  dealt 
with,  and  sometimes  a  p^Kr  loss  wUch  hu^t  bee: 
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realised.  Thus  I  have  seen  a  Balance  Sheet  which 
showed  one  year  a  Ian;e  profit  and  the  next  year,  on 
practically  unchanged  items,  a  heavy  loss;  the  ooe 
giving  rise,  probably,  to  vain  hopes,  the  other  lo  needless 
fear.  I  submit  that  our  system  is  the  better  one,  so 
long  as  (and  this,  of  course,  is  the  crucial  test  in  which 
I  am  sure  your  present  Board  will  never  fail)  the  amount 
of  depreciation  having  been  duly  ascertained  is  plainly 
stated  on  the  face  of  the  accounts  and  in  the  directors' 
report." 

I  would  further  meDtion  that  the  word  "  aggregate  " 
— which  is  obviously  incorrect— does  not  appt-ax  at  all, 
and  was  not  employed  by  the  Chairmao,  but  the  word 
"  aBCertained  "  was  used,  as  you  will  observe  above. 

I  have  pleasure  io  handing  you  herewith  a  verbatim 
report  of  the  meeting. 

Yours  faithfully, 

CHARLES  W.  MOORE, 
London^  6th  November  igo6.  Secretary, 

[If  our  correspondent  will  kindly  favour  us  with  a 
copy  of  the  directors'  report  and  accounts  we  shall  be 
able  to  go  into  the  matter  further.  At  present  we  see 
nothing  misleading  in  our  comment.— Ed.  Acct.] 


Zbc  ^ndtitute  of  Cbartered  Hccountante 
in  £ngIanD  and  TRDales. 


At  a  meeting  of  the  Council,  held  on  Wednesday,  the 
yth   November   1906,   at   the    Hall   of   the  Institute, 

Moorgate  Place,  K.C.,  there  were  present: — Mr.  W.  B 
Peat,  President  (in  the  chair) ;  Mr.  J.  B.  Ball,  Vice- 
President;  and  Messrs.  W.  Ashworth,  J.  W.  Barber,  J.  H 
Blackburn,  W,  Blease,  T.  Bowden,  E.  M.  Carter,  £. 
Edmonds.  John  Gane,  J.  Gordon,  T.  Gregory,  J.  G. 
Griffiths,  J.  E.  Halliday,  B.  W.  Hardcastle,  A.  C.  Harper, 
D.  Hill,  W.  C.  Jackson,  F.  A.  Jenkins,  H.  Woodburn 
Kixby,  G.  Walter  Knox,  A.  O.  Miles,  F.  W.  Pixley,  W. 
Plender,  F.  }.  Saffery,  T.  G.  Shuttleworth,  G.  Sneatli, 
Edwin  Waterhouse,  F.  Whinney,  and  J.  W.  VVoodthorpe. 

The  Knamination  Committee  reported  that  the  following 
notices  have  been  received  fur  the  examinations  in 
November  and  December:  — 

Intermediate,  20th  and  Jist  November  1906  ...  rSi 
Final,  27th,  aSth,  and  39th  November  1906  ...  198 
Preliminary,  4tb,  5th,  and  6th  December  1906  ...  151 
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Mr.  John  George  Litton,  F.C.A.  (Butcher,  Litton  & 


Pownall),  42  Spring  Gardens,  Manchester,  was  elected  a 
member  of  the  Council  in  the  place  of  the  late  Mr.  Adam 

Murray. 

Mr.  John  Mather.  F.C.A.  (Parkinson,  Mather  &  Co.), 
S  King  Street,  Manchester,  was  elected  a  member  of  the 

Council  in  the  place  of  Mr.  C.  H.  Wade,  F.C.A. ,  resigned. 

It  was  resolved  that  Certificates  of  Practice  be  issued  to 
the  following  members: — 

Anderson,  Edgar  Charles,  10  Ashton  Chambers,  Hackens 

Hay,  Liverpool. 
Baxter,  Alexander  James,  63  Comhill,  E.C. 
Blore,  Frank  Harold  (Hall  &  Blore),  Bentinck  Buildings, 

Wheeler  Gate,  Nottingham. 

Boniface,  Walter  (R.  J.  Ward),  1  Clement's  Inn,  W.C. ; 
and  8-II  Pavilion  Buildings,  Brighton. 

Buckland,  Sidney  Hiles.  Arcade.  Chambers,  Goat  Street, 
Swansea. 

Crawford,  Edward  William  (John  Stubbs  ft  Crawford), 
4  Lacey  Street,  Widnes. 

Dadley,  Maurice  George,  Masonic  Buildings,  Little  Park 

Street,  Coventry. 
Davis,  Gershom  Willoughby  Cecil,  42  Poultry,  E.C. 
FoUit,    Harry   Cecil   Baily    (A.    C.    Palmer   ft  Co.). 

7  &  8  Railway  Approach,  London  Bridge,  S.E. ;  and  at 

Bristol,  Leicester,  and  Northampton. 
Gaskin,  John,  i  High  Pavement,  Nottingham. 
Goodwin,  John  Palmer  Willis,  31  Coptiiall  Avenue,  E.C. 
Hart,  Sydney  Walter,  3  New  Street,  Birmingham. 
Heap,   Arthur   Hargreaves   (Joshua  Wortley   &  Sons), 

Alliance  Chambers,  George  Street,  Sheffield. 
Hill,  Sydney  Herbert,  12  Low  Pavement,  Nottingham. 
Hill,  William  Sydney,  76  Mosley  Street,  Manchester. 
Holland.  Talbot  WilUam   (Robert   Bromhead  ft  Co.), 

II  Princes  Square,  Plymouth;  and  at  London  and 

Truro, 

Howorth,  Frank   Skaife   (Roose,   Mahon   ft  Howorth), 

a6  North  John  Street,  Liverpool. 
Lumsden,  Stuart,  15  Walbrook,  E.C. 

Mahon,  Herbert  George  (Roose,   Mahon  &  Howorth), 

26  North  John  Street,  Liverpool. 

Moss,  Arthur  Herbert  (Hart,  Moss  &  Co.),  22  Moorgate 

Street,  Rotberham  i  and  at  Sheffield. 
Mountjoy,  John  Percy  (J.  P.  Mountjoy  &  Co.),  Old  Bank 

Chambers,  27  High  Street,  Cardiff. 

Nixon,  John  George,  Jnnr.,  18  Dean  Street.  Newcastle- 
upon-Tyne. 

Ogie,  Homfray  (Newman  Ogle,  Son,  &  Grace),  Worcester 


House,  Walbrook,  E.C. 
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Pain,  Charles  John  (Hubbart  ft  Dutose),  lo  South  Parade, 
Nottingham. 

Palmer,  Haiiy  Claude  (A.  C.  Palmer  ft  Co.).  St.  Giles' 

Chambers,  Northampton. 
Roe,  Alfred  Emeat  (Hubbart  ft  Dnrose),  lo  South  Parade, 

Xottingbani. 

Sharp,  Harold  Arthur  (Sharp,  Parsons  ft  Co.),  120  Col- 
more  Row,  Birmingham ;  and  at  London. 

Smith,  Rowland  Evans,  42  Old  Broad  Street,  E.C. 

Stead,  Charles  Frederic  (Stead,  Taylor  ft  Stead),  The 
Temple,  Dale  Street,  Liverpool. 

Swaine,  Henry  Craven,  18  and  19  Ironmonger  Lane,  E.C. 

\Vebb,  George  Richards,  a  I..ang^am  Place,  Regent  Street, 
W. 

Whitley,  Arthur  de  Winder  (Jonathan  Whitley  ft  Son). 

Temple  Baildinga,  Keigbley. 
Wing,  Arthur  Leslie,  King's  Chambers,  Angel  Street, 

Sheffield. 

A  number  of  applicants  were  admitted  members,  and  one 
Associate  was  elected  to  Fellowship.  A  list  of  those  ^o 
complete  their  membership  or  Fellowship  by  the  aand 
inst.  will  appear  in  our  issue  of  the  34th  inst. 


Recent  Addttloiu  to  the  Library. 


Pmrekastd, 

The  Science  of  Loose-leaf  Bookkeeping  and  Accounting. 
By  C.  A.  Sweetland.  Fourth  Edition.  St.  Louis: 
[?I904]. 

Uses  of  Loose<leaf   Books.     By   C.   A.  Sweetland. 

Chicago:  1905. 
Partnership  Accounts.    By  P.  Child,  A.C.A.  Fourth 

Edition.   London :  1906 
Bookkeeping  down  to  Date.     By  A.  Munro.  Third 

Edition.   London :  [1906]. 
Mine  Accounts  and  Mining  Bookkeeping.    By  J.  G. 

Lawn.    Fourth  Edition.    London :  1906. 
Gas  Companies'  Bookkeeping.    By  J.  H.  Brearley  and 

B.  Taylor.    Second  Edition.    London :  1906. 
Accounting  in  Theory  and  Practice.   By  G.  Lisle.  New 

Kdition.   Edinburgh :  1906. 
Elementaiy  Bookkeeping.   By  }.  E.  Webster  and  Harry 

Hughes.   Second  Edition.   Exeter:  1906. 
Accountancy :  Specially  for  use  in  keeping  Salvation 

Army  Accounts.  By  P.  Bates.  London :  1906. 
Goodwill  and  its  Treatment  in  Accounts.    By  L.  R. 
Dicksee  and  F.  Tiltyard.    Third  Edition.    London : 
1906. 

Revised  Reports,  VoZs.  79,  80,  81,  82,  83,  84,  85. 
Digest  of  The  Times  haM  Reports,  1900-05. 


Encyclopaedia   of   Local   Government   Law.     By  J. 
Scholefield.   Vol.  3.   London :  1906. 

Times  "Issoes,"  Jan- June  1906. 

Trustee  Savings  Banks  Return  for  1905. 
Presented  by  The  Treasurer  and  Masters  of  the  Bench. 

Catalogue  of  Gray's  Inn  Litwary.   Tendon  :  1906. 
Presented  by  the  Inspector-General, 

Twenty-third  Annual  Bankruptcy  Report,  for  1905. 
Presented  by  the  Borough  Ateountant  (7*.  M.  Faweett, 
A.S.A.A.). 

Borough  of  Scarborough  Abstract  of  Accounts,  1905-6. 

Presented  by  Messrs.  Fred  Scott,  Morris  &*  Co. 

County  Borough  of  Salford  Abstract  of  Accounts,  1905-6. 
Presented  by  the  City  Treasurer  (W.  Fisher  Taster,  F.C.A.). 

City  of  Sheffield  Abstract  of  Accounts,  1905-6. 
Presented  by  the  City  Treasurer  {J.  Tremayne  Lane). 

City  of  Bristol  Abstract  of  Accounts,  1905-6. 
Presented  by  the  Borough  Treasurer  {H.  H.  Hopton). 

Borough  of  Swansea  Abstract  of  Accounts,  1905-6. 


Xtverpool  Cbartere^  accountants 
Students'  Besocfattom 


Some  Notes  on  Income  Tax. 


By  RoGEK  N.  Caktek.  F.C.A. 
(Joint  author  of  "A  Guide  to  Income-tax  Practice.") 


A  FAFEB  read  to  the  Liverpool  Chartered  Accountant 
Students'  Association,  Thursday,  8th  November  1906. 

When  I  accepted  the  invitation  of  your  Hon.  Secretary 
to  read  a  paper  on  income-tax,  he  was  good  enough  to  say 
that  the  repetition  of  an  old  one  would  suffice,  as  even 
that  would  be  new  to  your  members.  Having,  however,  a 
natural  reluctance  to  appear  to  sl^ht  your  invitation,  and 
an  objection  to  absolute  repetition,  it  occurred  to  me  that 
by  selecting  a  general  title  I  might,  whilst  using  certain 
old  material— and  anything  absolutely  new  is  scarce— put 
together  something  which,  while  lately  avoiding  a 
stereotyped  account  of  what  expenses  could  and  what 
could  jiot  be  deducted,  might  still  be  useful  to  the  younger 
students,  and  yet  afford  food  for  discussion,  for  older  ones. 
I  accordingly  selected  the  title  of  "Some  Notes  on 
Income-tax,"  in  order  to  give  myself  a  free  hand. 

Taxation  at  the  Source. 
You  are  doubtless  aware  that  the  principle  upon  which 
income-tax  is  levied  is  that  of  taxation  at  the  source. 

It  was  very  clearly  stated  in  the  First  K^^i^lQ^ 
Commissioners  of  Inland  Revenue  {1857) : — '  X 
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"As  the  former  duty  was  imposed  on  a  general  account 
of  income  from  all  sources,  the  present  duty  is  imposed 
on  each  source,  by  itself,  in  the  hands  Oi  the  first 
possessor,  at  the  same  time  permitting  its  diffusion 
through  every  natural  channel  in  its  course  to  the 
hands  of  the  ultimate  proprietor.  Instead  of  the  land* 
lord  and  the  various  claimants  upon  him  in  succea* 
sion,  it  looks  to  the  occupier  only.  Instead  of  the 
creditor,  it  looks  to  the  fund  from  which  the  debt  is 
answered.  In  the  place  of  a  complicated  account, 
collected  from  the  various  sources  from  which  the 
income  of  an  individual  may  be  derived,  it  applies  to 
the  souffce  itself.  By  these  means  its  object  is  attained 
with  more  facility  and  certain-ty,  and  with  less  intricacy 
and  disclosure,  diminishing  the  occasions  of  evasion 
by  the  means  of  exaction  :  thus,  the  charge  is  gradually 
diffused  from  the  first  possessor  to  the  ultimate  pro- 
prietor ;  the  private  transactions  of  life  are  protected 
from  the  public  eye,  and  the  Revenue  is  more 
effectually  guarded." 
It  is  this  principle  which  gives  rise  to  the  necessity  for 
claims  for  repayment  in  the  case  of  those  who  have  income 
from  invested  capital  and  are  entitled  to  abatraient. 

By  reason  of  it  also  arises  the  anomaly  of  a  person 
sometimes  havin>g  to  pay  income-tax  though  he  has  not 
made  £i6o,  or  though  he  has  even  made  a  loss. 

Some  people  experience  a  difficulty  in  realising  why 
they  have  to  pay  tax  on  a  gross  income  when  they  have 
payments  to  make  out  of  it  for  interest,  &c.  The  reason 
is,  of  course,  because  they  are  entitled  to  deduct  tax  on 
payment  of  such  interest,  so  that  as  a  result  they  are  placed 
in  the  same  position  as  if  the  system  were  different.  Thus, 

a  person  with  a  gross  income  of   £^>S<x) 

with  charges  thereon  of   500 

Net   ;^i,ooo 

pays  tax  on  £i,sioo  (by  deduction  or  otherwise),  but  recovers 
from  his  creditor  on  the  £500,  and  is  thus  left  in  the 
same  position  as  if  he  had  a  direct  assessment  upon  him 
for  j^ijoco. 

So,  if  he  is  in  business  and  makes  an  actual  loss  he 
would  still  have  to  pay  on  the  ^^500  interest,  as  otherwise 
he  would  be  making  a  pro/il  on  income-tax.  A  trader 
frequently  does  not  realise  this ;  and  though  he  would 
probably  not  object  to  pay  the  full  ^^500  of  interest,*  he 
frequently  resents  the  payment  of  the  £2^,  forgetting  that 
otherwise  he  would  only  be  paying  £i7S- 

This  clearly  explains  why  interest  payable  and  chief  rent 
are  re-credited  to  a  Profit  and  I^jss  Account  for  income-tax  . 
purposes.    But  here  let  me  warn  you  that  it  is  only  on 
interest  actually  payable  that  tax  is  to  be  paid  in  the  case 


of  a  loss,  not  upc»n  cnything  charged  for  interest  on 
partners'  capital. 

Adjustments  for  Ineomt-tax  Purfetes. 
Of  the  other  items  to  be  re-credited  some  an  clearly 
profit,  e.g. : — 

Partners'  Salaries  (and  Interest). 
Charitable  Subscriptions. 
Amount  written  off  Goodwill. 

Others  are  "  ciqiital,"  some  tacitly  acknowledged,  as — 
Preliminary  Expenses. 
Loss  of  Premises  by  Fire. 

Others  so  held  by  various  casesj  t.g. : — 
Cost  of  Pit-sinking. 

Exhaustion  of  Capital  by  working  minerals. 
Premium  on  Repayment  of  Debentures. 

The  necessity  for  writing  back  "  income-tax  "  itself  is  not 
so  obvious.  It  appears  to  be  an  ordinary  business  charge, 
and,  as  such,  dedactible.  An  allowance  of  it,  however,  to  a 
business  man  woald  naturally  involve  a  like  allowance  to  a 
salaried  individual,  and  would  produce  the  rather  curious 
result  that  a  person  in  a  situation  at  about  an  abatement 
limit  (say)  £720  per  annum,  would  have  to  make  a  mathe- 
matical calculation  to  ascertain  whether  or  not  he  «ias 
entitled  to  a  certain  abatement. 

In  any  case,  it  would  be  covered  by  Section  159,  which 
provides  that  there  is  not  to  be  any  deduction  from  profits 
except  such  as  are  '*  expressly  enumerated." 

Whilst  on  this  point  of  deductions  I  cannot  resist  a  protest 
against  what  I  consider  the  iniquitous  decision  of  the  Court 
of  Appeal  and  the  House  of  Lords  (reversing  the  decision  of 
Phillimore,  ].)  in  the  case  of  Slrong&-Co.,  Lim.  v.  Woodifeld. 
The  facta  were  that  a  guest  in  one  of  the  licensed  houses  of 
Strong  &  Co.,  Ijm.,  was  injured  by  the  falling  apon  him 
of  a  chimney,  durin^pa  gale,  whilst  in  bed  in  the  hotel. 
The  damages  and  costs  In  an  action  brought  by  him  against 
the  company  amounted  to  ;^i,490.  This  sum  the  amipany 
sought  to  deduct  from  their  profits  for  income-tax  purposes, 
and  the  Crown  resisted  the  claim.  The  point  was  whether 
this  amount  fell  to  be  excluded  under  Rule  I.  of  Cases  I. 
and  II.,  that  "no  sum  shall  be  set  against  or  deducted  from 
" .  .  .  such  profits  or  gains  for  any  disbursements  or 
"expenses  whatever,  not  being  money  wholly  and  exclu- 
"  ^vely  laid  out  or  expended  for  the  purposes  of  such  trade, 
"  manufacture,  adventure,  or  concern."  The  Commis- 
sioners were  in  favour  of  the  Crown,  and  the  company 
appealed.  On  behalf  of  the  company  it  was  argued  that 
this  was  the  same  as  damages  paid  by  a  railway  company 
for  perstmal  injury,  or  to  a  passenger  whoM  luggage,  by 
the  carelessness  of  a  porter,  had  been  left  behind,  or 
the  case  of  a  bank  paying  the  damage  caused  by  the 
payment  of  a  forged  cheque,  or  damages  paid  lo 
an  employee  for  wrongful- dismtsaal,  or  (as  su^fsted  by 
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Phillimon,  }.),  where  a  grocer  had  to  pay  a  fine  in  conse* 
qnenoe  of  his  scales  being  incorrect.  The  Crown  argued 
that  the  whole  question  was  whether  damages  recovered  from 
a  taxpayer  for  personal  negligence  (a  tort)  could  be  deducted 
and  that  this  deduction  was  prohibited  by  Section  159,  and 
that  Lend  Shand's  words  in  the  Royal  Insurance  case  were 
meidy  obiter  ditta.  Phillimore,  J.,  considered  the  company 
was  clearly  entitled  to  the  deduction,  and  that  Lord 
Shand's  expression  was  almost  prophetic  of  tliis  case. 

The  Crown  appealed.  They  further  contended  that 
damages  payable  to  a  person  who  had  been  n^ligently  mn 
over  by  a  brewer's  dray  would  not  be  deductible ;  that  Lord 
Shand's  dictum  was  wrong;  that  damages  payable  by  a 
newqmper  for  libel  would  act  be  deductible ;  nor  damages 
payable  by  a  professional  man  whose  coachman  had 
negligently  run  over  some  one. 

The  company  replied  that  this  sum  must  first  be  deducted 
to  arrive  at  the  "profits"  ;  that  damages  payable  by  a 
surgeon  who  had  been  negligent  in  performing  an  opera- 
tion would  be  deductible. 

The  Court  of  Appeal  reversed  the  decision  of  Phillimore, 
J.  The  Master  of  the  Rolls  said  that  a  sum  must  be  shown 
to  be  an  expense  incident  to  the  earning  of  the  profits  to 
enaUe  it  to  be  deducted.  The  line  was  a  fine  one,  and  some 
cases  were  oa  one  side  and  some  on  the  other.  He  con- 
sidered this  to  be  a  sum  paid  out  of  profits  after  they  had 
been  earned,  though  it  was  granted  the  company  would  not 
have  had  to  pay  it  unless  they  had  kept  the  inn  and  received 
guests;  and  Cozens-Hardy  and  Mathew,  L.JJ.,  agreed,  and 
the  former  likened  the  case  (erroneously,  in  my  humble 
opinion)  to  that  of  a  claim  made  by  a  pasur-by  who  was 
injured  by  a  chimney  Calling  on  him  in  the  street. 

The  decision  has  since  been  coufirmed  by  the  House  of 
Lords,  bat  I  have  not  yet  seen  a  full  repeat 

One  cannot  but  r^cet  that  the  Department  should  go  out 
of  their  way  to  press  a  point  which  has  produced  such 
obvious  injustice.  It  is  such  cases  as  this  wiiich  make 
fair-minded  men  have  such  a  rooted  objection  to  the 
income-tax.  Here  there  was  not  involved  a  principle  which 
struck  at  the  root  of  the  income-tax,  and  which  would  be 
arising  daily  (m  such  a  case  the  Crown  might  possibly  be 
excused  for  fighting  for  revenue),  but  it  was  an  individual 
case  which  would  rarely  arise,  and  the  benefit  might  well 
have  been  given  to  the  taxpayer. 

Presumably  it  vill  be  acted  upon,  and,  if  so,  it  will  cause 
endless  irritation  in  small  items  and  involve  annoyance 
altogether  out  of  proportion  to  the  benefit  to  accrue  to  the 
Crown. 

Hints  to  ExaminatiOK  Students. 
Examination  students  should  get  into  the  way  of  taking  a 
three^lumned  account  in  answering  income-tax  questions, 
even  though  the  adjustments  are  the  same  in  each  year. 
One  has  sometimes  seen  the  net  profit  for  the  tturee  years 
divided  1^  3  and  adjustments  then  added.   The  adjust* 


meats  should  be  added  to  each  year's  profits,  and  the  total 
divided,  as  one  who  gets  into  ttie  way  of  doing  it  in  the 
other  method  is  nonplussed  when  the  items  in  each  year 
are  different. 

Copyrights,  Patent  Rights,  and  TerminaUe  AnnuiUis. 

It  may  not  be  out  of  place  to  spend  a  little  time  on  this 
subject  which  was  before  the  Departmental  Committee  on 
Income-Tax,  in  connecdoo  with  the  question  whether  any- 
thing should  be  allowed  to  a  person  deriving  Income  from 
such  sources  in  respect  of  the  depreciation  of  the  patent,  &c., 
or  the  exhaustion  of  capital. 

The  present  practice  as  to  copyrights,  &c.,  is  as  follows: — 

(1)  Payments  by  manufacturers  to  patentees,  varying 
according  to  the  extent  to  which  an  invention  is  used, 
are  assessed  direct  upon  the  recipient,  but  if  neither  the 
patentee  nor  his  agent  resides  here  there  is  no  machinery 
for  making  the  assessment. 

(2)  Annual  payments  of  fixed  amount,  or  being  a 
fixed  share  of  profits,  are  assessed  on  the  person  making 
the  payment  in  the  same  way  as  interest. 

(3)  An  author,  playwriter,  or  artist  selling  copyrights, 
&c.,  to  publishers  is  chargeable  on  the  amount  received 
less  his  expenses ;  if  sold  on  royalty  the  whole  amount 
of  the  royalty  is  chargeable. 

(4)  No  charge  is  made  upon  a  person  who  his  an 
isolated  transaction  of  such  a  nature ;  it  is  looked  upon 
as  capital. 

Mr.  E.  E.  Nott  Bower  (Commissioner  of  Inland  Revenue) 
stated  before  the  Committee  that  the  aim  was  to  tax  the 
whole  profit,  and  it  was  for  vendor  and  purchaser  to  arrange 
together  how  it  should  fall  upon  each  of  them.  They  tax 
the  whole  of  the  copyright  in  the  hands  of  the  author,  and 
that  being  the  case,  to  avoid  taxing  it  twice  they  allow  the 
amount  as  a  deduction  in  som  shape  from  the  publisher's 
profits. 

Mr.  Nott  Bower's  words  may  be  of  use  to  you  on  other 
matters : — '*  The  District  Commissioners  are  very  unwilling. 
"  as  Mr.  Gayler  has  said,  to  tax  the  same  profits  twice,  and 
•*so  is  the  Board  of  Inland  Revenue."  Probably  this 
coincides  with  the  experience  of  most  of  us,  but  the  expres- 
sion is  worth  emphasising.  If  we  iiave  grievances  it  is  more 
in  the  nature  of  taxing  once  something  which,  we  think, 
should  not  be  taxed  at  all. 

As  an  illastration  take  the  case  of  Strong  v.  Woodifytd 
previously  alluded  to. 

On  the  question  of  copyrights  It  is  difficult  to  see  what 
fxmces«oD  could  be  made.  A.  writes  a  book  and  either  sells 
it  for  cash  (say  ;^i,ooo)  or  on  a  royalty  which  he  considers 
equal  to  its  cash  value.  In  either  case  he  should  surely  pay 
tax  on  one  amount  or  the  other,  just  as  a  professioaal  man 
pays  on  his  fees.  His  only  grievance  is  that  there  is  not  any 
allowance  for  wear  and  tear  of  brain  power,  or  differeiti^tion 
between  tiaius  of  incomes.  '^Hiis  is  a  most  diffici)^f^»hit. 
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To  wm  up  the  entire  qaestion  of  "  depreciation  "  of  such 
things  aa  patents  it  appears  to  me  that  if,  as  is  suggested 
(and  as  may  be  assumed)t  a  porcfaaser  allows  for  the  fact  of 
having  to  pay  tax  on  his  gross  profit,  the  only  person  strictly 
entitled  to  relief  is  the  original  patentee.  Thus,  if  I  spend 
/5,ooo  perfecting  a  patent,  and  sell  it  for  /io,ooo,  my  pur- 
chaser considers  it  as  ^10,500  less  £500  tax.  If  he  sells  for 
/20,ooo  he  has  deducted  and  rettUned  tax  on  ^10,500 ;  and 
if  his  purchaser  considers  his  purchase  /2t,ooo  less  /"iiooo, 
he  has  only  Iwriu  tax  on  his  profit;  and  so  on.  The  injustice 
is  to  the  erigmal  patentee,  who  has  no  means  of  reconi^ng 
his  jfs.ooo  expense. 

If  this  view  be  correct  a  person  who  draws  large  amounts 
in  lump  sums  does  not  really  escape  tax  thereon,  but  actually 
pays  on  his  gross  profit. 

In  other  words  the  prioclple  is  to  look  to  the  profit  of  the 
patent  from  whoever  is  most  conveniently  at  hand,  and  to 
leave  all  adjustments  to  be  made  by  the  parties  through 
whom  it  passes,  and  the  same  arises  if  an  original  patentee 
works  his  own  patent. 

As  the  Crown  admittedly  get  tax  on  the  whole  proceeds  of 
the  patent  it  would  be  only  just  to  allow  a  patentee  repay- 
ment on  due  proof  of  the  amount  spent  on  perfecting  the 
same  :  and  it  is,  perhaps,  rather  singular  that  this  view  does 
not  appear  to  have  beeu  put  before  the  Committee  by 
anyone. 

Personally,  I  have  always  held  the  view  that  as  a  matter 
of  j'HsUte  annuities  should  only  be  taxed  on  the  portion  which 
can  be  fairly  called  income  after  allowing  a  provision  to 
replace  the  capital,  but  it  has  seemed  to  me  difficult  to  deal 
with  this  administratively.  The  opinion  of  the  Ch^rman 
(Mr.  Ritchie),  of  Sir  Henry  Primrose,  and  of  Mr.  Buxton 
seemed  to  be  that  it  is  fair  to  tax  the  whole  annuity,  though 
the  Chairman  considered  there  was  justice  in  a  claim  for 
wasting  of  capital. 
They  apparently  support  this  1^  suggesting : — 

{a)  That  a  person  buying  an  annuity  does  so  in  order 
to  convert  it  into  income. 

(6)  That  a  person  so  doing  escapes  estate  duty,  as  he 
leaves  nothing. 

{e)  That  transactions  having  been  entered  into  on  the 
present  basis  a  change  would  be  an  absolute  gift  to 
annuitants  at  the  expense  of  other  taxpayers. 
Sir  Henry  Primrose  made  a  strong  point  to  his  case  when 
he  brought  out  that  as  to  leasehold  interests  the  interest  is  a 
continuing  one,  though  passing  from  A.  to  B.,  and  that  that 
transfer  should  not  affect  the  State. 

I  should  like  to  see  some  effort  to  exempt  a  portion  of  an 
annuity  created  by  purchase  as  representing  capital,  and  1 
have  tried  in  my  own  mind  to  draft  words  which  would 
cover  such  an  annuity.  So  lax  I  have  not  been  able  to  see 
how  general  terms  could  be  laid  down  to  cover  such  without 
-deluding  all  annuities,  but  if  there  were  Adisirt  to  do  it  it 


should  not  be  beyond  the  wit  of  man  to  accomplish.  I  am 
fully  aware  that  this  would  involve  claims  by  mineral 
owners  for  allowance  in  respect  of  exhanstitm  of  capital, 
but  this  is  a  fair  and  tqiUttMt  claim,  and  is  likewise  one 
which  should  he  allowed.  It  is  difficalt  to  see  why  a  coal 
merchant  who  buys  stock  in  sma^Tquantities  may  deduct  the 
cost  of  his  purchase,  but  one  who  buys  large  quantities  (in 
the  earth)  may  not  do  so. 

Wear  euid  Tear. 
The  exact  method  of  treating  wear  and  tear  seems  to 
frequently  present  a  stumbling  block  to  students.  The 
amount  is  allowed  off  the  average  profits  after  that  avenge 
has  been  ascertained.  A  strict  Surveyor  will  never  allow  it 
in  any  other  way;  the  amonnt  charged  in  tbe  aocotmts 
should  always  be  written  back  to  credit,  and  the  deduction 
claimed  off  the  average.  This  is  so  even  if  the  rate  allowed 
is  the  same  as  that  charged  in  tbe  accounts,  fm:  tbe  allow- 
ance is  for  wear  and  tear  for  the  year  sHcceeding  thou  o»  wkith 
the  profit  is  based,  and  is  on  the  machinery  6garB  standing  as 
at  the  commencement  of  the  year,  'nins,  if  tlie  Machinery 
Account  be— 

£ 

Amount  as  at  31st  Mardi  1905  20^000 

Additions  to  March  igo6   1,100 

21.100 

Less  Depre^tion   2,000 

;f  19,100 

The  amount  on  which  depreciation  is  allowed  is — 

£ 

Amount  at  31st  March  1905  for  Income-tax 
purposes   25,000 

liiis  will  usually  be  greater  than  the  book 
figure.as  there  will  probably  not  have  been  so 
much  allowed  as  has  been  written  off. 

L«s  Dqueciation  allowed  for  1905-6     ..  1,875 


Additions 


23,125 

I.IOO 


Amount  on   which    Depreciation   will  be 
allowed  lor  1906-7   £Mt^^5 


Dtductton  of  Annmt  Value  under  Stkedale  A. 
This  presents  some  di^t  difficulty,  bat  the  present 
practice  is  to  deduct  rent  or  annual  value  off  e»ch  year 
before  taking  the  average,  thus  reverting  to  the  practice 

prior  to  1894. 

An  apparent  injustice  arises  where  a  person  has  rented 
his  business  premises  for  two  years  and  then  buys  them. 
Assume : — 

To  March  31 1903,     To  March  31 
190*.  1905-  »9<A 
Profit  for  year     . .       . .       £1,000      . .  ;f  980* 

Ltss  Rent,  1903,  '04,  '05  120 

Annual  Value,  1906      ..  ..  100 


Net 


/880 
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The  original  retorn  for  1903-6  would  be  £S9o.  Tax  wonld 
be  p^ld  under  Schedule  A  on  £ioo,  and  it  is  frequeotly 
suggested  that  this  should  then  be  deducted  from  the  ;^88o 
under  Schedule  D.  Those  who  so  argue  overlook  the  fact 
that  the  ^£880  is  arrived  at  a/ttr  a  ekargt  for  rtHt,  though  at 
first  sight  their  argument  appears  sound.  Another  reason 
against  their  contention  is  that,  if  it  were  correct,  the  change 
uf  ownership  would  diminiA  the  amount  receivable 
by  the  Crown  by  the  amount  of  the  Schedule  A  assessment. 
Profits  Ckargeable. 

I  should  just  like  to  mention  a  recent  case  which 
has  been  decided  differently  from  the  long  series  ol 
cases  of  companies  incorporated  in  England  and  hold- 
ing all  ^e  shares  in  a  company  incorporated  abroad 
— I  allude  to  The  Gramaphont  and  Typewriter,  Lim. 
V.  Stanley.  You  may  remember  that  hitherto  such  com- 
panies have  been  held  liable  to  taxation  on  the  whole 
of  their  profits,  whether  remitted  to  England  or  not. 
A  rather  fine  distinction  was  drawn  in  this  case — apparently 
on  the  ground  that  the  foreign  company  was  not  quite  so 
fully  governed  from  here  as  in  the  other  cases— and  the 
decision  was  that  the  company  is  only  liable  on  the  profit 
remitted  here. 

Rtpaymatl. 

As  you  can  scarcely  fail  to  be  interested  in  the  question  of 
repayment,  I  will  deal  with  "  Section  i33>"  leaving  the  Act 
of  iSgo  and  only  calling  your  attention  to  the  question  of 
abatement  and  exemption  in  reminding  you  that  in  a  large 
trust  estate  yon  may  have  very  heavy  claims  for  abate- 
ment. I  have  recently  had  such  a  case  where  there  was 
about  jfi.ooo  per  annum  divisible  among  five.  This 
involved  five  abatements,  which,  for  three  years,  represented 
the  recovery  of  something  like  £izo. 

Claim  for  repayment  under  Sectioit  133  0/  the  Act  0/  1842  as 
amended. 

This  important  section  is  as  follows  (1  have  bracketed 
much  of  the  section  to  facilitate  the  reading  of  it) : — 

"  If  [within  or  at  the  end  of  the  year  current  at  the 
time  of  making  any  assessment  noder  this  Act,  or  at  the 
end  of  any  year  when  such  assessment  ought  to  have 
been  made]  any  person  chaiged  to  the  duties  contained 
in  Schedule  D  [whether  he  shall  have  rompnted  his 
profits  or  gains  ariung  as  last  aforesaid  00  the  amount 
thereof  in  the  preceding  or  current  year,  or  on  an  average 
of  years] ,  shall  find  [and  shall  prove  to  the  satisfaction 
of  the  Commisuoners  by  whom  the  assessment  was 
made]  that  his  profits  and  gains  [during  such  year  for 
which  the  computation  was  made]  fell  short  of  the  sum 
so  computed  [in  respect  of  the  same  source  of  profit  on 
which  the  computation  ^yas  made]  it  shall  be  lawful  for 
the  Commis^ners  to  cause  the  assessment  made  for 
such  current  year  to  be  amended  [in  respect  of  such 
sonrce  of  profit  as  the  case  shall  require,  and,  in  case 
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the  snm  assessed  shall  have  been  paid,  to  certify  under 
their  hands  to  the  Commissioners  for  Special  Purposes 
at  the  chief  office  of  Inland  Re\'enue  in  England  the 
amount  of  the  sum  overpaid  upon  such  first  assessment, 
and  thereupon  the  said  last-mentioned  Commissioners 
shall  issue  an  order  for  the  repayment  of  such  snm  as 

shall  have  been  so  overpaid]  " 

And  the  amending  Act  of  1865,  Section  6,  reads : — 

"  No  such  reduction  or  repayment  shall  be  made  in 
any  such  case,  unless  the  profits  of  the  said  year  of 
assessment  are  proved  to  be  less  than  the  profits  for  one 
year  on  the  average  of  the  last  three  years,  including  the 
said  year  of  assessment ;  nor  shall  any  snch  relief  extend 
to  any  greater  amount  than  the  difference  between  the 
sum  on  which  the  assessment  has  been  made,  and  such 
average  profits  for  one  year  as  aforesaid." 
Briefly,  jrou  will  notice,  the  original  Act  provides  for  an 
assessment  to  be  reduced  to  the  actual  profit  of  the  year  of 
assessment,  but  the  Act  of  1863  restricts  thereductfon  to  the 
average  profits  of  the  three  yeaxa  including  the  3rear  of 
assessment. 

In  eithco'  case,  if  tax  has  been  paid,  the  difference  is  to  be 

repaid.  In  the  vast  majority  of  cases  the  Act  is  used  on  a 
claim  for  repayment,  the  reason  of  this  being  obvious. 


Thus  if  a  return  bad  been : 

£ 

Year  ended  31st  December  1902   3,050 

,.             I903'-       ••       ••  3.440 
M  ..  1904   4.390 

3)10,880 

Average  for  1905-6    . .       . .  3.627 
And  assuming   depreciation  to   have  been 
allowed  at   300 


The  firm  will  have  paid  tax  on  ist  Jan.  1906 

on  £3,i^7 


On  miking  up  thdr  accounts  to  the  end  of  1903  we  find 
they  have  only  made  /2,ooo,  and  taking  the  new  average 
as  directed  by  the  1863  Act,  we  find  the  result  to  be  as 


follows : — 

I 

Year  ended  31st  December  1903,  Profit       ..  3.440 
1904  4.390 
„  ,.  1905    M  "  a.ooo 

3)9.830 

Average    3.277 

Less  Depreciation       . .       . .        .       . .  300 

Digitized  by  VJ OOQ  k  ^^2,977 
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We  can  then  claim  the  difierance  between : — 

The  Tax  paid  on  £i,zv7  at  is  

And  Tax  on  the  n»w  avtragt,  ^2,977  at  11. 


£  «  d 
166  7  o 

148  17  o 


£iy  10  o 


The  following  important  points  have  been  decided  by  the 
Courts : — 

That  an  i^>pellant  cannot  require  the  Commissioners  to 
swear  him  on  oath,  and  then  acc^t  his  statement 
as  conclusive.  (Reg,  v.  Chtw,  Court  of  Appeal, 
1894) 

That  the  words  "within  or  at  the  end  of  the  year" 
(Section  133)  mean  that  the  appellant  must  ezerdse 
due  diligence,  and  the  appeal  must  be  made  within 
as  short  a  time  as,  in  the  particular  case,  the  person, 
by  using  every  exertion,  ought  to  have  found  out  that 
he  fiad  grounds  for  an  appeal. 
The  practice  varies  in  different  districts.  It  may  be  said 
that  as  a  rule  no  claim  will  be  allowed  anywhere  unless 
made  within  twelve  months,  but  in  many  districts  the 
Commissioners  will  not  hear  a  chum  unless  made  within  a 
much  shorter  period. 

Let  us  assume  a  different  result. 
Suppose  it  be 

£  £ 

5,050  Year  ended  31st  December  1902 

2,640      „  „  1903  2,640 

4i590      .>  •>  1904  4i390 

1903      ..  3.800 


3)12,080 


4,027  Average  .. 
300  D^neciation 


3)10,830 

3,610 
300 

/3.310 


Here  the  profit  of  the  year  1905  (^3,500  net)  is  not  Uss 
than  the  new  average  {£3,310),  and  therefore  under  the 
strict  terms  of  the  Act  of  1865  no  repayment  would  be 
made.  The  practice,  however,  is  not  to  apply  this  Act 
strictly,  and  in  such  a  case  repayment  is  allowed  on  the 
difference  between  the  mouitt  asuued  and  the  profit  of  tkt 
year.   It  will  be  noticed  that  this  is  a  distinct  concession. 

The  claim  allowed  would  be  the  difference  between : — 

£    a  d 

The  Tax  paid  on  £3,727  at  is   186   7  o 

And  Tax  on  the  profit  of  the  year,  £3,500 
at  IS.    175   o  o 


£ji   7  o 


It  is  important  to  observe  that  these  sections  extend  to 
allow  the  ^iplicant  to  claim  abatement  on  a  higher  scale. 
Thus,  if  the  profits  paid  npon  amounted  to  £6sl&t  and  were 
those  of  an  individual  who  had  no  other  income,  he  would 
in  the  first  case  have  paid  upon  /658,  less  £70  (£5SS).  Let 
us  assume  that  the  new  average  works  out  at  ^458. 

He  is  not  merely  entitled  to  claim  repayment  on  the 
difiierence  between  /638  and  £4S8  (j£»>o).  but  will  claim  as 
follows: — 

£ 

458 
308 


Profit  (as  amended)   , 

Ltis  Abatement  (scale  of  £400  to  £500)  . , 


Paid  on 


Claim  for  repayment  on 


^280 


Lest  there  should  be  any  misunderstanding  it  must  be 
borne  in  mind  that  (where  a  proper  Return  has  been  made 
on  past  profits)  the  Crown  has  no  daim  on  a  taxpayer  by 
reason  of  his  profit  exceedii^  the  assessment. 

Where  a  business  has  been  set  up  within  the  three  years, 
the  appeal  must  be  on  the  profit  of  the  year  until  three  years 
have  been  reached,  when  it  comes  into  an  average. 

Thus,  if  a  bndness  commenced  ist  April  1904, 
The  A</icr» 

For  1904-5  would  be  on  the  {vofit  of  i  year  up  to  Afnil 
1905- 

„  1905-6  wonld  be  on  the  profit  of  i  year  up  to  April 
1905. 

„  igo6-7  would  be  on  ftn  average  of  2  years  up  to 
April  1906. 

The  Appeal 
For  1904-5  would  obviously  not  be  necessary. 
„  1905-6  would  be  on  the  profit  of  i  year  np  to  April 
1906. 

„  1906-7  would  be  <m  die  profit  of  3  years  np  to 

April  1907. 

That  is  to  say,  that  though  the  taxpayer  pays  during  the 
first  two  years  on  actual  profits  (or  less),  when  the  third 
year  comes  he  must  go  on  avmgi,  not  on  the  profit  of  that 
year. 

Where  a  buuness  has  been  sold  or  succeeded  to  in  any 
way  (including  its  incorporation  as  a  limited  company)  it  is 
to  be  treated,  for  the  purpose  of  aRetnm,asaaMf«Ninvone. 
For  Uie  purpose  of  aj^ieal,  however,  some  Surveyors  treat  it 
as  a  new  business,  and  take  the  appeal  accordingly  on  the 
new  profits  only,  others  on  average.  The  practice  is  not 
nniform. 

Deduction  of  Life  Jnturana  Pnmiims. 
I  will  conclude  with  mentioning  to  you  that  the  Revenue 
Act,  1906.  has  extended  the  allowance  fat  life  insurance 
preminms  in  respect  of  MKnpanies  "  lawfully  carrying  on 
business  in  Great  Britain  or  Ireland,"  so  thatjuaiit tipally 
paymenU  for  life  insnranb^%ow  allowedP^^ 
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Ubt  Cbartere^  Hccountant  Students 
Socfetp  of  Xondoit 


Pn^amme— Antama  Ses^n,  1906. 

Owii^  to  this  syllabus  only  leaching  vs  in  time  to  inseit 
the  three  meetings  of  tbe  autumn  session  of  the  above 
Sodflty,  which  are  yet  to  be  held,  tbe  meetings  already  held 
were  nufortixuttoly  omitted.  We  print  the  entire  pro- 
gramme below ; — 

Oct.  10. — Dlscusdon   on   May  Ezamioation  Questions. 

Openers:  Final,  Harold  L.  Shoveller;  Inter- 
mediate. Marcus  L.  T.  Hare,  B.A. 
„    17. — Lecture,  "Compensation   under  the  Ijcenaang 

Act,  1904."   W.  C.  Northcott. 
.,  24.— Prize  Essay,  "  Tbe  Duty  and  Responsibility  of 
Auditors  with  regard  to  the  item  '  Stock-in- 
Trade'  on  a  Balance  Sheet."   Cyril  F.  Bird. 
„   31. — ^Joint  Debate  with  Bristol  Chartered  Accoantaot 
Students'  Society.    "  That  it  is  both  desirable 
and  necessary  for  the  existing  Income  Tax  pro- 
cedure to  be  amended  as  follows : — 
(a)  The  application  of  three  years  average 

system  to  all  classes  of  income. 
(h)  Half  the  allowance  for  depreciation  to 
be  a  compulsory  Instead  of  a  discretionary 
dednction,  and  to  be  calculated  at  uniform 
rates  upon  original  values, 
(c)  The  certification  by  qualified  accountants, 

of  all  returns  exceeding  £500. 
(Arranged  by  the  Union  of  Chartered  Accoon- 
tant  Stndent  Societies.) 
Nov.   7. — Lecture,    '*  Partnership."     Leonard  Mossop, 
Banister-at-Law. 
„      8  (Thursday).— Joint  Debate  with  Nottingham  Char- 
tered Accountant  Students'  Society,  at  Not- 
tingham.   (Arranged  by  the  Union  of  Char- 
tered Accountant  Student  Societies,)  (For 
subject  see  above.) 
14. — ^Lecture, ' '  Compodtions  and  Sdmnesof  Arrange- 
ment in  Bankruptcy."  A.  H.  Partridge,  A.C.A. 
21. — Lecture,  "  Local  Anthorides  and  their  Finance." 
T.  H.  Clare  (Treasurer  of  the  city  of  Birming- 
ham). 

Dec  6  (Tfauisday). — Seventh  Annual  Dinner  at  Hotel 
Cecil.  (Further  partwnlars  will  be  supplied  at 
a  later  date.) 


personal. 


Messrs.  Hadfibld  &  Riddbll  and  Mr.  M.  Wbbstkr 
JENKINSON  announce  that  they  have  amalgamated  their 
businesses  as  from  the  ist  inst.,  and  will  in  future  practise 
at  I  George  Street,  Sheffield,  under  the  s^le  of  Hadfibld, 
RiDDBLL  &  Co. 


Aeetfn00  for  tbe  ensuind  Meeft. 


Tuesday — Inaugural  meeting  of  the  Chartered  Accountants* 
Prayer  Union. — Address  by  tbe  Right  Rev.  Bishop 
Taylor  Smith,  at  Salisbury  Home  (Hall  aoi) ;  6  p.m. 

Wedntsday — London  Chartbrbd  AccoumAin  Studbnts 
Society. — Lecture,  "  Compositions  and  Schemes  of 
Arrangement  in  Bfukmptcy, "  by  Mr.  A.  H.  I^rtri^e, 
A.C.A.,  at  the  Hall  of  the  Institute,  Moorgate  Place ; 
6  p.m. 

Sheffield  Chartered  Accountants  Students' 
Society. — Lecture,  "  Tbe  Law  as  to  Partnership," 
by  Mr.  L.  J.  Kirkham,  Solicitor,  at  the  Library, 
Hoole's  Chambers,  Bank  Street;  6.45  p.m. 
Thursday — Leeds  and  District  Chartered  Accountants 
Students'  Association. — Lecture,  "The  Prepara- 
tion of  Aoconntants'  Certificates  for  Purposes  of 
Joiot  Stock  Company  Flotations,"  by  Mr.  A.  P. 
Dodd,  F.C.A.,  at  the  Law  Institntion,  Albion  Place; 
6.30  p.m. 


Salan^  or  Wa^es. 


(From  The  SolieUorf  Jmntal.) 
An  interesting  point  in  bankruptcy  law  was  recently 
decided  by  Judge  Bompaa,  K.C.,  at  the  Bradford  County 
Court  in  the  case  of  Re  Roberts.  The  bankrupt  was  a  fi^ 
salesman  earoiiig  aSs.  per  week,  paid  weekly,  aihd  liable 
to  a  weel^s  notice  to  terminate  has  employment.  The 
Official  Receiver  apjdied  undec  Section  53  (3)  of  the  Bank- 
ruptcy Act,  1883,  for  an  order  that  a  proportion  of  these 
earnings  should  be  set  aside  for  the  benefit  of  the  creditors. 
Section  53  (i)  applies  to  the  case  of  a  banlanpt  who  is  an 
officer  in  the  army  or  navy  or  employed  in  tibe  civil  service. 
Sub-section  2  provides  that  "where  a  bankrupt  is  in  receipt 
"of  a  salary  or  income  other  than  as  aforesaid  .... 
"the  Court,  on  the  application  (A  the  trustee,  shall  from 
"time  to  time  make  such  order  as  it  thinks  jnst  for  the 
"payment  of  the  salary,  income,  ...  or  any  part 
"thereof  to  the  trustee  to  be  applied  by  him  in  such  manner 
"as  the  Court  shall  direct."  The  qtiestion  for  decision  was 
whether  the  bankrupt's  earnijjgs  were  salary  or  income 
within  the  snb-section.  For  the  bankmpt  it  was  argued 
that  they  were  the  wages  of  a  workman,  and  that  the  case 
was  governed  by  Re  Jones  (60  L.J.  Q.B.  752),  where  Cave, 
J.,  said,  "We  cannot  say  that  the  wages  of  a  working  man 
are  salary  or  income  within  the  section."  It  was  also  con- 
tended that  as  the  bankmpt  was  liable  to  be  dismissed  at 
a  week's  notice  his  earning  were  stamped  with  an 
element  of  contingency  and  uncertainty,  and  came  within 
the  ruling  of  the  bone-setter's  case  (Re  Huiton,  54  L.J.  Q.B. 
54),  where  Cotton,  L.J.,  said :  "  Income  of  a  similar  kind 
"with  tfaat  in  the  preceding  section  is  intended.  The  order 
"must  not  deal  with  contingent  or  possible  income.  You 
"cannot  force  the  bankrupt  to  go  oaeariung  tfau^ncome." 
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TTie  Official  Receiver  contended  that  Hie  earnings  consti- 
tuted a  salaiy.  He  relied  on  Jte  Shint  (6i  L.J.  Q.B.  253), 
where  Fry,  L.J.,  said  ;  "  It  appears  to  me  that  whenever  we 
"get  these  four  things  predicated  of  a  sum  of  money — first, 
"that  it  is  for  services  rendered ;  swondly,  that  it  is  ander 
"some  contract  or  appointment;  thirdly,  that  it  is  com- 
"  puted  by  time  ;  and,  fourthly,  that  it  is  payable  at  a  fixed 
"  time — we  have  a  salary,  and  that  it  is  not  the  less  a  salary 
"  because  it  is  liable  to  be  determined  by  the  paying  party, 
"or  that  it  is  liable  to  deduction."  "Rt  Huiton  could  be 
distinguished,  because  in  that  case  the  earnings  were 
analogous  to  the  fees  of  a  professional  man,  with  no 
regularity  of  payment  or  amount,  and  no  contract.  The 
die/um  of  Cave,  J.,  was  not  necessary  to  the  decision  in 
Re  Jonts.  There  the  bankrupt  was  a  working  collier,  and 
his  earnings  would  vary  in  amount  according  to  the 
quantity  of  work  done,  01  the  time  spent  in  doing  it.  It 
could  not  be  said  that  a  person  in  the  position  of  the  bank- 
rupt was  8  working  man  in  the  ordinary  sense.  The 
learned  Judge,  with  some  hesitation,  decided  that  the  case 
was  governed  by  Re  Shine,  and  he  accordingly  made  an 
order  for  the  payment  of  ^^i  per  month.  We  cannot  help 
thinking  that  a  contrary  decision  would  have  excluded 
from  the  Act  a  lai;ge  class  of  people  to  whom  it  was 
intended  to  apply. 


f  ailured  an&  XtUs  of  Sale  in  £n0lan& 
an^  Males. 


According  to  KmP's  MereanHlt  Gautte,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  Nov.  2nd,  was  168.  viz.  :— 
New  Bankruptcy  Proceedings  published  in  the  London  GoKttU, 
98  ;  Deeds  of  Arrangement  registered,  70.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were ; 
Bankmptcies,  100;  Deeds  of  Arrangement,  76 -total,  176; 
being  a  decrease  of  8.  The  total  number  of  commercial 
failures  recorded  during  the  44  weeks  of  the  present  year  is 
7,057 ;  the  total  number  recorded  in  the  corresponding  44 
weeks  of  last  year  was  7,551,  showing  a  decrease  of  494. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Nov.  and,  was  136.  The  number  in  the  correspondiog  week 
of  last  year  was  164,  showing  a  decrease  of  28.  The  total 
number  filed  during  the  44  weeks  of  the  present  year  is 
6,443  >  iotal  number  filed  in  the  corresponding  44  weeks 
of  laM  year  was  7,ogo,  showing  a  decrea&e  of  647. 


Debenturu. 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
Friday,  Nov.  2nd,  amounted  to  ;fi,2oj,025,  by  way  of 


addition  to  /i,63g,tg4,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  /i,3ii,o69,  showing  a  decrease  of 
^106,044.  The  total  amount  registered  during  the  44 
weeks  of  the  present  yev  was  ^^68,839,403  (in  addition  to 
the  issaes  in  previous  years  by  the  same  companies),  as 
compared  with  /65,ioi,26i  for  the  ciKTesponding  44  weeks 
in  1905,  showing  an  increase  of  ^3,738,142. 


The  Profession  In  Scotland. 


Penonal. 

Messrs.  John  Moore  Fulton  ft  Alexander  Mitchell  (sole 
partners  of  the  firm  of  Drynan,  Fulton  ft  Mitchell,  C.A.), 
194  St.  Vincent  Street,  Glasgow,  have  assumed  as  a 
partn^  Mr.  James  Marshall  Fiodlay,  C.A.  The  business 
will  now  be  carried  00  under  the  firm-name  of  Fulton, 
MhchcU  ft  Fiodlay. 


Sanft  Kate  ot  SHsconnt. 


April  3th  1906   34% 
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June  2i8t  „    3l% 
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Oct.  nth   ,   5% 

Oct.  19th   6% 
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Bitnet  from  AmUtitig,  by  Lawrbmce  R.  Dicksbb,  F.CJL 

ipaf  not 

Ucms4d  HoMiss  present  mkus  rather  special  faunm.  The  (oodwOl 
tturfiini  to  the  Uoenae  glrea  the  lease  or  freehoM  of  Uoensed  promiMi 
■  naAatnfaie  grMdylnexcenofthalr  nal  vahie  M  boUdlDgt.  To 
be  properiyoouldeisd,  tha  voliw  of  Ibe  premlMS  and  the  llcanM  moat 
be  lepanted.  Tbe  fonner  ehonld  be  depreciated  In  the  usual  way, 
laavlnc  tbe  Uoenae  alme  to  be  ccxuidered.  A  Ucenae  on  freehold  pre- 
jnimtm  doss  DDI  dciveclate,  bnt  a  license  on  leasebold  premiaes  passes 
vmj  with  tbe  pmnlaea  end  must  ttaefdbre  be  depreciated  like  a  leaae. 
&  Uoenae  may  at  any  time  be  loat— eltber  (or  misconduct  or  for  no  raa> 
im  iiiM  tlilaitaeoiitfaigeiwj  onialde  the  nope  of  depfcetaHon,  II 

«]r,  bnraver,  be  pcoTldad  a^liiat  br  laanrano^  whMi  would  »ppeM 

-^bo  a  met  i^nteu  aoone  to  adopt. 

F«  fnll  partieiilait  aa  to  UOEHIH  mOKJUlOE  apply  to- 

IlM  UGENSES  INSURANCE  GORPOR&TIOH 
AND  GUARANTEE  FUND.  Limited. 
S4  MOOmTE  STREET,  LOMDOM. 

Jbfllntf ▼»  SniinaM  -     -  Ziic«nMd  Property. 

tJc—w  Incared  and  Louu  and  DabenturM  oa 
aJcflnsed  Property  of  every  description  guaranteed. 

Th»  OaplMlud  V&ha  of  tbe  BoodwUI  cf  A  Ltetaud  Butlitm 
Is  the  value  of  the  lloensij,  emi  may  be  eetlmtetl  apoa  »  mtn 
Uberal  bath  If  the  lloenu  ft  Ineurmt. 


The  Accountant, 

TkuraoMx  No.  nxi  Chntml.    34  Uoouatc  Stkxit,  Lomdoii,'.B.C. 


Tax  AocoTOTAirT  ii  panted  ud  pnblishad  in  tinu  for 
Friday  Erening*!  Kail. 

TERMS  OF  SUBSCRIPTION  [payablt  in  advamee). 
Per  aimiuii,  post  fne  (United  KingdonO        ...  £t   4  e 

M  M      (Fozeign   ud   Colonlil)     i   6  e 

RATES  FOR  ADVERTISEMENTS. 
PiDqMetoMi  tad  Company  Notices,  per  page ...  £$  o  o 

Half-page  AdTertieement    300 

QnarteT'page  Advertisement    z  15  o 

Trade  Notices,  p«i  inch    050 

Auction  Sslea,  ttc,  per  Uaa   006 

Partnarddpi,  Sttnatloni  vacant  [Prepaid  Rate}— 

Mininwi  cihacge  for  3*  worda    o  a  6 

Per  line  ifMnrarda    •  •  t 


Wheatley  Kirk,  Price  &  Co., 

(ESTABLISHKD  iSy^  f 

YALUERB,  AUCTIONEERS  ft  ARBITRATORS 

OF  EVERY  DESCRIPTION  OP 

WORKS,  PLANT,  MAOHIRERT,  ft  BTOGK. 

PMKIODICAL  VALVATI0N3  AT  S^KCIAL  RATES 

AMHUAL  fnaAscr/ona  fou  DtpitKciATiort. 
SAiM*  OF  Works  av  Pkivat*  nuArr. 
PAmrMMUMHin  i«  KHOtntKitim  PmoratMioa  Ajtiburaa* 

46  Watling  Street,  London,  E.a 

Mi  ALBERT  SQUARE.  MANCHESTER. 
TiLBraon  sm  BaxK.     TaLaoaAHS-"  INDICES,  LONDON- 

Batd.  IMI. 

GUARDIAN 

ASSURANCE  COMPANY,  LiHiTsa 


FIRE,    LIFE,  ACCIDENT, 

AND   BURGLARY  INSURANCE 

Total  Funds  over  £3,000,000. 

Head  Office  :— 11  LOMBARD  STREET,  LONDON. 
Law  Codrts  Branch  :— 21  FLEET  STREET. 


XeaMno  Brttclee. 


CertlfteatM  a«  to  Profits, 


A  RECENTLY-ISSUED  contemporary 
announces  that  it  has  converted  its  under- 
taking into  a  limited  liability  company,  and  is 
prepared  to  receive  applications  from  its 
readers  only  for  an  issue  of  5  per  cent,  deben- 
tures. No  particulars  whatever  are  given  as  to 
the  value  of  assets,  save  that  "  it  is,  of  course, 
too  early  to  publish  a  Balance. Sheet"  ;^t  by 
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way  of  an  inducement  to  subscribers  it  is  stated 
that  the  founder  will  transfer  to  them  fully- 
paid  shares,  pound  for  pound,  for  the 
debentures  taken  up  by  them.  One  would 
have  thought  that  if  it  was  "too  early  to 
publish  a  Balance  Sheet,"  it  would  have  been 
equally  too  early  to  expect  the  public  to  go 
into  an  undertaking  concerning  which  it  knows 
next  to  nothing ;  but  apparently  it  is  thought 
that  any  little  shortcoming  that  there  may  be 
in  tiiis  direction  is  entirely  got  over  by  the 
accountant's  certificate,  which  is  rather  excep- 
tional.   It  runs  as  follows : — 

I  have  made  a  careful  examination  into  the  working 
of  '  from  the  date  of  its  establishment  down  to 
the  present  time.  Its  progress  has  been  continooos,  and, 
npon  the  bans  of  its  present  weekly  income  and  expeo- 
ditnre,  I  certify  that  its  profits  are  sufficient  to  provide 
Interest  at  the  rate  of  5  per  cent,  per  annnm  npon  a 
dsbentnre  Issue  of  ^^25,000,  and  to  also  pay  dividends 
upon  a  share  capital  of  /ioo,ooo. 

We  are  not  sure  that  we  quite  understand  what 
this  certificate  is  intended  to  convey,  but,  taking 
the  words  employed  in  their  ordinary  signifi- 
cance, it  seems  to  us  to  amount  to  this :  (x) 
The  progress  of  the  undertaking  has  been  con- 
tinuous down  to  the  present  time.  Whether 
the  expression  "  progress  "  refers  to  circulation 
or  to  profits  is,  however,  not  stated,  (z)  That 
on  the  basis  of  the  present  weekly  income  and 
expenditure  the  profits  are  sufficient  to  provide 
interest  at  the  rate  of  5  per  cent,  per  annum 
upon  the  proposed  debenture  issue,  and  to  leave 
something  for  the  payment  of  dividend  on  the 
share  capital.  This,  it  seems  to  us,  is  nothing 
more  than  a  statement  that  the  last  week 
showed  a  profit  which,  if  multiplied  by  52, 
would  amount  to  upwards  of  £1,250.  Priittd 
facie  this  certificate  estimates  yearly  profits 
on  the  basis  of  a  week's  income  and 
expenditure  —  obviously  an  entirely  insuffi- 
cient basis  to  enable  one  to  arrive  at  any 


conclu^n  whatever  as  to  the  probable  result  of 
a  year's  working.  The  Council  of  the  Institute 
has  mere  than  once  in  past  years  deprecated  the 
signing  of  such  certificates  as  to  profits,  and 
no  doubt,  its  attention  will  be  drawn  to  the 
matter. 


Life-Tenants  and  Hazardous  Investments. 

'THE  decision  of  Mr.  Justice  Kekewich  in 
*  Re  Bates,  which  we  recorded  in  our 
Current  Law  last  week,  raises  a  question  of 
considerable  interest  to  all  who  have  to  deal 
with  Executorship  Accounts,  or  who  have  in 
other  ways  to  determine  the  respective  rights 
of  a  tenant-for-life  and  remainderman. 

The  rule  laid  down  in  Howe  v.  Earl  of  Dart- 
mouth (7  Ves.  137)  was  that  if  a  testator  gives 
his  personal  estate,  or  the  residue  thereof,  in 
trust  for,  or  directly  to,  several  persons  in 
succession,  and  the  subject  of  the  bequest  is  of  a 
wasting  nature,  the  Court  implies  the  intention 
that  such  perishable  estate  shall  assume  a  per- 
manent character,  and  so  be  capable  of 
succession.  It  has  accordingly  been  held  that 
there  must  be  an  express  direction  to  that 
effect  before  the  life-tenant  can  become  entitled 
to  the  actual  income  received  from  such 
property;  and  failing  such  direction  the 
ordinaiy  rule,  although  it  has  been  varied  from 
time  to  time  according  to  special  circum- 
stances, seems  to  be  that  the  life-tenant  is  only 
entitled  to  such  income  as  the  trust  fund  would 
have  produced  if  realised  forthwith  and  invested 
in  trustee  securities. 

In  Re  Sheldon  (39  Ch.D.  50)  Mr.  Justice 
North  distinguished  between  investments 
which  were  essentially  of  a  wasting  character 
(or  what  accountants  would  call  liable  to 
depreciation)  and  investments  in  sj^ttlative 
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securities  (which  accountants  would  describe  as 
being  liable  to  fluctuation).  He  held  that  while 
in  cases  where  the  shrinkage  in  value  was 
inevitable  the  rule  in  Hovoe  v.  Earl  of  Dart- 
mouth must  in  all  cases  hold  in  the  absence  of 
an  express  direction  to  the  contrary,  in  the  case 
of  securities  liable  to  fluctuation,  and  therefore 
incidentally  to  loss,  a  clause  empowering 
trustees  to  postpone  conversion,  coupled  with 
a  clause  directing  them  to  pay  over  income  to 
a  tenant -for-life,  must  be  regarded  as  in  effect 
adding  the  speculative  security  to  the  author- 
ised list  of  investments  for  trust  fonds,  in  which 
event  no  adequate  reason  existed  for  depriving 
the  tenant-for-life  of  the  income  actually 
received,  whatever  it  might  be. 

Last  year,  however,  Mr.  Justice  Warrington 
decided,  in  Re  Chaytor,  that  a  mere  power  to 
postpone  conversion  did  not  ipso  facto  entitle 
the  tenant-for-life  to  the  actual  income  of 
unconverted  securities  of  a  speculative  nature ; 
a  decision  that  would  appear  to  be  in  direct 
conflict  with  that  previously  cited,  and  thus, 
so  far  as  can  be  gathered,  hardly  in  accordance 
with  precedent. 

From  the  layman's  point  of  view  it  is 
decidedly  satisfactory  to  observe  that  Mr. 
Justice  Kekewich  has  preferred,  in  Re  Bates,  to 
follow  the  rule  laid  down  in  the  earlier  decision 
by  Mr.  Justice  North,  holding  that  where 
there  is  power  to  postpone  conversion,  in  the 
absence  of  express  direction  to  the  contrary  it 
is  to  be  assumed  that  there  is  a  direction  that 
the  actual  income  received  by  the  trustee 
pending  conversion  is  to  be  paid  to  the  tenant- 
for-life.  This,  it  seems  to  us,  is  entirely  reason- 
able. The  rule  in  Howe  v.  Lord  Dartmouth  is 
doubtless  excellent  in  general  terms — for  it  is 
quite  reasonable  to  lay  down  the  proposition 
thaty  where  the  testator  wishes  the  tenant-ibr- 


life  to  enjoy  the  whole  of  the  income  which  he 
formerly  had.  all  that  he  has  to  do  is  to  say 
so.  In  the  absence  of  any  such  expression 
of  his  desire,  it  is  more  reasonable  to  assume 
that,  as  he  has  left  his  estate  in  succession,  he 
has  expressed  a  desire  that  it  should  be  in  such 
a  form  as  to  be  actually  capable  of  succession ; 
but  a  direction  authorising  investments  paying 
a  high  rate  of  interest— and  therefore  naturally 
somewhat  speculative — to  be  retained  by  the 
trustees  is,  from  an  ordinary  common-sense 
point  of  view,  dictated  by  an  appreciation  of 
the  &ct  that  the  income  they  may  be  expected 
to  yield  is  higher  than  the  income  that  can  be 
derived  from  trustee  securities.  In  the 
absence,  therefore,  of  an  express  direction  to 
the  contrary,  the  plain  common-sense  interpre- 
tation is  that  the  person  to  whom  the  income 
was  left  was  intended  to  benefit.  That  would 
seem  to  be  the  logical  conclusion  even  if  there 
were  no  outside  confirmatory  circumstances; 
but  it  must,  of  course,  be  common  knowledge 
that  in  nine  cases  out  of  ten  the  life-tenant  is 
the  person  whom  the  testator  especially  desired 
to  benefit,  if  not  the  only  person  with  whom 
he  really  concerned  himself.  Practically  the 
only  way  to  leave  money  to  a  beneficiary  so  as 
to  ensure  that  it  shall  throughout  his  life  be 
avaUable  as  a  provision  for  him  to  live  upon, ' 
is  to  give  him  merely  a  life  interest  without 
power  of  anticipation,  and  with  the  usual  dis- 
cretionary clause  in  the  event  of  bankruptcy. 
In  the  nature  of  things  there  can  be  no  life 
interest  created  that  does  not  leave  a  remainder 
to  be  dealt  with ;  but  it  is  noteworthy  that, 
so  little  has  the  testator  the  interests  of  the  . 
remainderman  in  mind,  he  not  infrequently 
gives  the  appointment  to  the  life-tenant — that 
is  to  say,  provides  tl^^tl^f b!i@59©gtHl 
Dominate  the  person  to  receive  the  reifitnder 
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after  his  or  her  death.  In  such  cases  it  is 
manifestly  un£air — and  we  might  even  say 
improper — to  strain  the  interpretation  of  the 
instrument  creating  the  trust  in  favour  of  the 
remainderman  and  to  the  detriment  of  the  life- 
tenant,  in  that  the  only  businesslike  assumption 
with  regard  to  the  whole  matter  is  that  if  the 
testator  really  desired  that  the  remainderman 
should,  upon  coming  into  possession,  come  into 
the  possession  of  an  unimpaired  estate,  he 
would  certainly  not  go  out  of  his  way  to  permit 
the  investment  of  any  portion  thereof  in  more 
or  less  speculative  securities — or  at  all  events 
would  not  do  so,  save  under  the  condition  that 
any  loss  of  capital,  realised  or  estimated,  was  to 
be  made  good  out  of  income. 


The  CritlcUm  of  Local  Authorities*  Accouats. 

TN  our  issue  of  the  20th  ult.  we  ventured  to 
express  the  opinion  that  it  was  unfortunate 
that  much  of  the  criticism  that  has  been  very 
properly  levelled  against  the  financial  methods 
of  certain  local  authorities  should  prove  ineffec- 
tive by  reason  of  the  obvious  ignorance  of  its 
authors  of  the  technicalities  of  the  subject;  and 
in  particular  we  instanced  the  report  of  a  meet- 
ing held  under  the  auspices  of  the  Bristol 
Ratepayers'  Protection  Association,  whose 
grievance,  stripped  of  all  its  verbiage,  appeared 
to  be  that  the  Chairman  of  the  Electricity 
Committee  had  sought  to  save  the  ratepayers' 
pockets  by  capitalising  certain  expenditure 
which  the  Local  Government  Board  regula- 
tions required  to  be  met  out  of  current  revenue. 
We  further  pointed  out  that  there  were  many 
local  authorities  whose  conduct  was  far  more 
open  to  hostile  criticism  than  that  of  Bristol 
appeared  to  be,  and  that  the  general  effect  of 
such  misguided  comments  could  hardly  fail 


to  be  to  discredit  ratepayers'  associations 
generally,  and  to  strengthen  the  hands  of  those 
local  authorities  who  recklessly  wasted  public 
moneys  without  furnishing  any  proper  account 
of  what  they  were  doing. 

Those  who  have  taken  the  trouble  to  peruse 
our  comments  on  the  subject  of  local  authori- 
ties' accounts  during  the  past  ten  or  fifteen 
years  are  hardly  likely  to  accuse  us  of  any  bias 
in  favour  of  municipalism ;  and  indeed, 
although  we  have  always  endeavoured  to  avoid 
the  political  aspect  oi  the  matter,  we  have 
from  time  to  time  been  accused  of  a  distinct 
prejudice  against  local  authorities,  and  some 
of  the  more  short-sighted  of  our  readers  have 
urged  upon  us  that  the  publication  of  our 
views,  even  if  justified  by  the  facts,  was  inexpe- 
dient, as  tending  to  evoke  the  hostility  of 
Progressives  to  the  employment  of  professional 
accountants,  either  for  regular  audits  or  special 
investigations  and  reports.  For  our  own  part, 
we  have  always  felt  that  the  questions  of 
account  that  arise  from  time  to  time  are  clearly 
separable  from  the  question  of  policy  under- 
lying the  whole  subject  of  municipal  trading, 
and  that  the  views  of  a  professional  accountant 
upon  the  matter  need  not — and  under  ordinary 
circumstances  are  never  likely  to — interfere 
with  his  employment  as  auditor,  so  long 
as  he  enjoys  a  reasonable  reputation  for  level- 
headedness, fairness  of  judgment,  and 
technical  skill.  We  have  therefore,  without 
fear  of  consequences,  and  in  spite  of  the 
protests  raised  in  certain  quarters,  continued 
our  campaign  against  the  production  of  unreli- 
able or  insufficient  accounts,  and  we  propose 
to  continue  it  until  a  better  state  of  public 
opinion  prevails  with  regard  to  the  whole 
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to  a  certain  feeling  of  surprise  at  the  attitude 
adopted  by  the  Bristol  Guardian  in  its  issue  of 
the  3rd  inst.  towards  our  Weekly  Note  of  the 
20th  ult.,  which,  we  understand,  was  referred 
to  by  the  Chairman  of  the  Bristol  Electricity 
Committee  upon  a  recent  more  or  less  public 
occasion.  One  knowsi  of  course,  that  the 
provincial  press  is  not,  as  a  rule,  very  well 
served  in  connection  with  practical  questions 
of  account,  and  doubtless  in  our  recent  com- 
ments we  have  drawn  attention  to  the 
ridiculous  side  of  the  solemn  utterances  of 
someone  who  is  apparently  regarded  as 
infallible  by  our  provincial  contemporary. 
But,  however  that  may  be,  we  may  perhaps 
be  permitted  to  question  whether  either  the 
Bristol  Guardian  or  the  Hon.  Secretary  of  the 
Bristol  Ratepayers*  Association  improve  their 
position  by  describing  The  Accountant  as  "  an 
obscure  print,"  or  by  hinting  that  Mr.  Alderman 
Pearson  is  responsible  for  the  authorship  of 
the  note  that  has  so  upset  the  equilibrium  of 
our  contemporary.  To  suggest  that  our  views 
upon  questions  of  account  can  be  discredited 
by  such  vulgar  abuse  is,  of  course,  a  mere  con- 
fession of  ignorance,  which  would  be  humorous 
were  it  not  for  the  fact  that  the  Bristol  Guardian's 
advocacy  of  the  cause  of  municipal  reform 
discredits,  rather  than  advances,  the  cause  in 
question. 

But  although  our  contemporary  is  not  likely 
to  cause  anything  but  amusement  by  its 
pretended  ignorance  of  our  existence  and 
position,  it  may  easily  cause  misapprehension 
by  its  deliberate  misquotations  of  our  stated 
views.  We  unhesitatingly  affirm  that  no  one 
possessed  of  the  least  knowledge  of  accounts 
could  honestly  state  that  we  "  appear  to  hold 
"that  present-day  ratepayers  ought  to  be 
"  plundered  with  impunity  for  the  benefit  of 


"  posterity."  On  the  contrary,  we  pointed  out 
that  the  interference  of  the  Bristol  Ratepayers* 
Association,  if  it  produced  any  practical  effect, 
at  all,  would  have  the  effect  of  causing  the 
present-day  ratepayers  to  have  to  find  at  once 
the  money  necessary  to  pay  for  expenditure 
that  might  legitimately  be  capitalised,  and 
which  would  then  fall  chiefly  upon  posterity. 

Less  important,  but  equally  inaccurate,  is 
the  statement  that  we  "applauded"  the  auditors 
of  the  last  Balance  Sheet  issued  by  the 
Electrical  Committee.  As  our  contemporary 
imputes  no  blame  to  these  gentlemen,  we  do  not 
quite  know  why  it  should  disturb  itself  about 
our  praise — even  had  it  been  given  ;  but,  as  a 
matter  of  fact,  we  made  no  reference  whatever 
to  the  manner  in  which  the  two  auditors  (both 
Chartered  Accountants)  had  performed  their 
duties.  What  we  did  say  was  that  it  was  a 
little  hard  upon  the  Bristol  City  Council,  if  its 
efforts  to  secure  public  confidence  and  the  best 
possible  accounting  systems  by  the  regular 
employment  of  Chartered  Accountants,  and 
the  special  employment,  when  necessary,  of 
other  experts,  were  to  go  for  nothing  against 
the  unreasoning  and  ignorant  criticism  of  self- 
constituted  "representatives  "of  the  ratepayers, 
whose  one  idea  of  discussion  appears  to  consist 
of  abuse  of  a  virulent  type,  which,  however 
suitable  (say)  to  a  United  States  election, 
seems  to  our  old-fashioned  ideas  a  little  out  of 
place  in  a  scientific  discussion. 

But,  however  that  may  be,  before  our  con- 
temporary again  accuses  us  of  trying  to  bolster 
up  an  effete  and  dishonest  system  of  local 
government,  it  would,  we  think,  do  well  to 
attempt  to  answer  our  inquiry  as  to  how  the 
present-day  ratepayer  of  Bristol  is  to  be 
benefited  by  an  agitati<^,^^^(n^«l^e 
Local  Government  Board  to  refuse  toSiUow 
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the  Council  to  borrow  the  moneys  required 
to  enable  it  to  discharge  part  of  its  capital 
expenditure. 


Partners'  Capital  Accounts. 

1  N  a  letter  which  appeared  in  our  last  issue 
a  correspondent,  signing  himself  "  C.  X.," 
inquired  whether  we  could  throw  any  light  upon 
the  origin  of  the  very  usual  practice  of  crediting 
profits  to  Capital  Account  in  the  case  of  private 
undertakings,  at  the  same  time  pointing  out 
that  this  practice  is  at  variance  with  the  teach- 
ings of  economists,  and  not  in  accordance 
with  the  provisions  of  normal  partnership 
agreements. 

We  think  it  probable  that  the  actual  origin 
of  this  practice  of  crediting  profits  to  Capital 
Account  is  to  be  found  in  the  system  of  arriv- 
ing at  profits  from  books  kept  by  single- 
entry.  Under  this  system  the  only  way 
is,  by  preparing  a  statement  of  assets  and 
liabilities,  to  ascertain  the  surplus  of  the 
former  over  the  latter,  and  comparing  that 
surplus  with  the  starting  capital — making  due 
allowance  for  additional  capital  brought  into 
the  business  and  for  withdrawals.  Under  these 
circumstances  it  might  well  be  considered  that, 
in  point  of  fact,  the  capital  of  the  business 
from  time  to  time  was  the  surplus  of  assets 
over  liabilities — that  profits  increased  capital 
and  losses  reduced  it ;  and  this  view  would 
certainly  be  fostered  by  the  practice,  very 
general  amongst  prudent  men  of  business,  of 
not  drawing  out  the  whole  of  their  profits,  but 
allowing  such  profits  as  were  not  required  for 
personal  purposes  to  remain  in  the  business  as 
additional  capital.  Upon  the  single-entry 
system  it  would,  we  think,  be  the  most  natural 
thing  in  the  world  to  from  time  to  time  correct 


the  balance  on  the  Capital  Account  so  that  it 
agreed  with  the  excess  of  assets  over  liabilities 
shown  by  the  periodical  statement  of  affairs. 

A  very  considerable  proportion  of  those  men 
of  business  of  the  past  generation  who  now 
keep  their  books  by  double-entry  doubtless 
originally  employed  single-entry,  and  it  would 
certainly  not  be  very  likely  to  occur  to  them  to 
alter  the  method  of  stating  their  Capital 
Accounts  upon  the  introduction  of  double- 
entry,  merely  in  deference  to  the  views  of 
economists,  for  whom,  as  likely  as  not,  they 
entertain  a  certain  amount  of  contempt.  Thus, 
doubtless,  the  practice  was  perpetuated,  until 
now  the  view  of  the  practical  business  man  is 
rather  one  of  wonder  that  lawyers  should 
persistently  insert  clauses  in  partnership 
articles  which  are  never  likely  to  be  observed 
in  practice. 

In  those  rare  cases  where,  upon  the  profits 
for  the  year  being  ascertained;  the  exact 
amount  thereof  is  withdrawn  by  the  partners 
in  accordance  with  the  letter  of  the  partner- 
ship articles,  it  is  clearly  convenient  that 
undivided  profits  should  not  be  credited  pro  tern 
to  the  partners'  Capital  Accounts,  but  to  the 
accounts  (by  whatever  name  they  may  be 
known)  which  have  been  debited  with  the 
various  sums  drawn  out  during  the  year  on 
account  of  profits.  At  the  date  of  the  Balance 
Sheet  these  accounts  would  then  show  a  credit 
balance  if  there  were  further  profits  awaiting 
withdrawal,  and  a  debit  balance  if  profits  had 
been  overdrawn.  This  practice  would  be  con- 
venient from  many  points  of  view^  in  that  it 
would  clearly  draw  attention  to  any  debt  due 
by  a  partner  to  the  partnership,  which  under 
the  terms  of  the  partnership  articles  was  forth- 
with repayable  by  him ;  but  in  the  nature  of 
things  such  overdraon^Pec^^Gyi^dimG  and 
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where  they  do  occur  they  are  usually  condoned 
by  the  other  partners,  so  that  in  practice  it  is 
but  rarely  that  partners  are  called  upon  to 
forthwith  repay  the  amount  of  the  debt  due  by 
them  to  the  partnership.  Thus  the  crediting 
of  profits  to  Current  Account,  rather  than  to 
Capital  Account,  has  in  the  vast  majority  of 
cases  only  an  academical  advantage. 

In  the  case  of  sound  and  progressive  busi- 
nesses the  rule  almost  invariably  obtains  of 
leaving  all  profits  in  excess  of  a  prescribed 
amount  in  the  business  as  additional  working 
capital,  and  in  such  cases  it  seems  quite  natural 
that  the  profits  should  be  credited  to  Capital 
Account  before  the  closing  of  the  books.  One 
can  also  readily  perceive  that  the  man  who  is 
of  a  less  prudent  and  saving  disposition  than 
his  neighbours  would  not  be  likely  to  adopt  a 
distinct  method  of  accounting  with  a  view  to 
drawing  special  attention  to  the  &ct.  It  is 
true  that  partnership  articles  generally  provide 
for  additional  working  capital  being  contributed 
by  the  partners  when  necessary,  as  and  when 
they  may  mutually  agree,  by  way  of  loans 
bearing  interest  at  a  prescribed  rate.  In  the 
majority  of  partnerships,  however,  capital  also 
carries  interest  at  the  same  rate,  and  it  would 
take  a  mind  much  more  subtle  than  that  of  the 
average  business  man  to  appreciate  why,  under 
these  circumstances,  what  he  regards  as  addi- 
tional capital  should  be  dealt  with  in  an 
account  separate  from  the  original  capital. 
He  is  shrewd  enough  to  know  that,  if  th^re 
have  been  losses  instead  of  profits,  the  original 
capital  is  reduced,  whatever  economists  or 
lawyers  may  have  to  say  to  the  contrary,  and 
finds  it  difficult  to  understand  the  refinement 
that  distinguishes  between  additions  to  capital 
from  profits  and  additional  capital.  As  a  ques- 
tion of  account,  he  considers  it  simpler  to  have 


one  account  showing  how  much  of  the  capital 
of  the  business  as  a  whole  belongs  to  each 
separate  partner,  and  he  keeps  his  books 
accordingly. 

The  point,  however,  that  he  app^irs  to  have 
overlooked  is  that  lawyers,  not  being  in  very 
close  touch  with  business  methods,  have  taken 
it  upon  themselves  to  assume  that  the  purely 
administrative  action  of  crediting  advances  or 
undrawn  profits  to  the  partner*  Capital 
Accounts  is  to  be  regarded  pro  tanto  as  a 
deliberate  alteration  of  the  partnership  articles, 
affecting  the  rights  and  liabilities  of  partners 
inter  se ;  which  is  undoubtedly  the  very  last  thing 
that  was  intended,  or  even  thought  of.  A 
partner  may  be  perfectly  willing  to  increase  the 
amount  of  his  investment  in  a  partnership  in 
consideration  of  receiving  interest  on  his  money, 
and  he  may  even  be  willing  to  do  so  upon  such 
terms  that  it  is  not  a  loan  repayable  in  prefer- 
ence to  capital  in  the  event  of  the  venture 
for  which  the  money  was  advanced  proving 
unprofitable,  but  he  does  not  as  a  necessary 
consequence  expect  to  be  called  upon  to  lose 
more  than  his  proportion  of  whatever  losses 
may  be  sustained  in  the  event  of  one  of  his  co- 
partners being  unable  to  pay  his  share.  It  is 
not,  however,  always  the  intentions  that  count 
in  practice,  and  in  view  of  the  decision  in 
Garner  v.  Murray  there  can,  we  think,  be  little 
doubt  that  partners — and  particularly  those 
who  are  men  of  substance — ^would  be  well 
advised  in  adhering  closely  to  the  theory  of 
Partnership  Accounts,  keeping  their  original 
Capital  Accounts  intact,  keeping  Current 
Accounts  showing  the  amount  due  to  or  by 
each  partner  that  is  immediately  payable,  and 
Loan  Accounts  showing  additional  Capital 
introduced  to,  or  undrawn  profits  left  in  the 
business  by  agreement  for  the  purpo^  of 
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providing  additional  working  capital.  It  is  of 
interest  to  note  that  this  is  the  method  recom- 
mended in  Dicksee's  "  Bookkeeping  for 
Accountant  Students  since  its  first  publication 
in  1893,  more  especially  in  view  of  the  fact  that 
it  undoubtedly  is  not  the  general  custom. 
When,  however,  our  correspondent  states  that 
in  the  majority  of  text-books  upon  bookkeeping 
('apital  is  defined  as  "  the  excess  of  assets 
over  liabilities "  we  are  inclined  to  join  issue 
with  his  implied  rebuke,  and  to  say  that, 
properly  regarded,  Capital  ts  the  surplus  of 
assets  over  liabilities,  and  therefore  in  point 
of  fact  a  continually  fiuctuating  item.  For 
practical  purposes  of  convenience,  however,  it 
seems  desirable  in  the  case  of  partnerships,  as 
well  as  with  companies,  that  the  fiction  should 
be  observed  of  recording  it  as  fixed  and  unalter- 
able, and  of  crediting  or  debiting  fluctuations 
to  a  distinct  account  or  accounts.  In  the  case 
of  an  individual  trading  alone,  however,  it  must, 
we  think,  be  obvious  that  it  would  be  in  the 
highest  degree  absurd  to  produce  a  Balance 
Sheet  showing  an  original  Capital  of  (say) 
^1,000  upon  the  left-hand  side,  and/^r  contra  a 
balance  of  (say)  £2,000  as  a  debt  due  by  the 
proprietor  to  the  business.  The  facts  in  such 
a  case  would  be  that  the  original  Capital  had 
been  lost  or  withdrawn,  and  being  no  longer  in 
existence  it  ought  not  to  appear  upon  the  face 
of  the  accounts.  The  only  possible  justification 
for  its  so  appearing  would  be  the  ability  of  the 
proprietor  to  bring  into  the  business  the  amount 
standing  to  his  debit  on  Current  Account,  in 
which  case  that  balance  might  in  the  mean- 
while be  regarded  as  agood  asset ;  but  to  contend 
that  ultimately  losses  do  not  reduce  Capital,  is 
to  shut  one's  eyes  to  facts  which  are  really 
incontestable. 


Meeftlv  "notes. 

1  ewioiM      A  snbBcrlber  has  drawn  our  attentuB 
AdvwtlMmuit.    to  an  advertisement,  which  appeared 
in  a  recent  issne  of  The  Daily  TeUgraph,  Indicating  that 
a  well-edDcated  boy  of  sixteen  is  reqoired  for  audit 
work  by  a  firm  of  Chartered  Accountants.    That,  at 
least,  is  the  interpretation  that  our  ccMrespondent 
places  upon  the  advertisement,  but  it  is  not  quite 
worded  in  that  way,  and  it  appears  to  us  to  be  at  least 
as  likely  that  the  advertiser  wishes  to  secore  the  seivkes 
of  a  youth  for  checking  purposes  who  has  bad  some 
acqoaintancewith  anditing  in  a  Chartered  Acconntaot't 
office.  Whether  with  the  age  limit  imposed  be  is  likely 
to  obtain  what  he  is  looking  for  is,  of  course,  another 
matter.  Assaming  onr  crarespondent's  interpretation 
to  be  correct,  it  wonld  certainly  appear  to  be  ondesir* 
able  that  youths  with  the  very  limited  experieoce 
possible  at  so  early  an  age  should  be  engaged  upoa  the 
important  work  of  auditing ;  but,  upon  the  principle 
that  everything  must  have  a  beginniog  at  some  time  or 
other,  we  must  confess  that  we  see  no  particular  harm 
in  a  practitioner  wishing  to  begin  to  mould  bis  material 
at  a  qnite  early  age.   We  imagine  that,  in  the  ordinary 
course  of  events,  clients  would  object  to  the  audit  of 
their  accoonts  being  conducted  by  mere  boys,  even 
altfaoDgh  accompanied  by  a  senior,  and  tot  general  pur- 
poses, and  in  the  absence  of  more  precise  Information, 
we  think  that  they  may  be  safely  left  to  look  after  their 
own  interests  In  this  respect,  even  althoagh  they  can  in 
the  nature  of  things  have  only  limited  opportunities  of 
gauging  the  efficiency  of  the  assistants  engaged  by 
their  respective  professional  auditors.    At  the  same 
time,  we  should  not  be  greatly  surprised  to  hear  that 
the  advertisement  in  question  did  not  emanate  from  a 
firm  of  Chartered  Accountants,  but  had  been  inserted 
by  someone  interested  in  dlecredlting  thmr  organisation 
and  methods. 


Th*  Form  of  ^  municipal  accountant  has  written  to 
Muidpai  us  with  reference  to  tfae  views  expressed 
by  Majcw-General  Babbage,  wfaich 
appeared  in  our  issue  of  the  3rd  Inst.  We  shoold  have 
thought  it  would  have  been  sufficiently  clear  that  the 
mere  insertion  in  onr  colamns  of  papers  on  matters 
of  profesdonal  interest  must  not  be  taken  as 
necessarily  implying  our  agreement  with  the  views 
therein  e^qiressed ;  and,  indeed,  a  careful  stody 
of  our  p^ges  will,  we  thlnk^^^^nake  it. sufficiently 
evident  that  the  yj^eefiDyH^cQOtd^pCBabbage 
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an  in  many  respects  opposed  to  our  own  opinions 
apoD  the  sabject,  vide  the  series  of  articles  that 
commenced  in  our  issue  of  the  25th  August  last. 
Our  correspondent  points  oat  that  while  pro- 
bably nine-tenths  of  Major-General  Babbage's  ideas 
are  carried  out  by  quite  a  number  of  munici- 
palities, the  remainder  are  either  impracticable  or  out 
of  date.  In  particular,  what  was  formerly  known  as 
the  Sheffield  system  of  bookkeepioj;— embodied  in 
paragraph  37  (p.  547} — has  of  recent  years  been  aban- 
doned by  Sheffield  itself  in  favour  of  proper  Income 
and  Ezpenditare  Accounts ;  while  with  regard  to  para- 
graphs 29  and  30,  it  may  be  pointed  out  that  while  the 
cash  system  is,  with  certain  important  limitatioos,  no 
doabt  snitable  to  Parliamentary  Accoants,  it  would  be 
quite  impossible  to  conduct  trading  undertakings  upon 
any  other  than  the  ordinary  revenue  basis.  Those  of 
oar  readers  who  are  interested  in  this  discussion  may, 
we  think,  refer  with  advantage  to  the  various  papers 
delivered  at  the  St.  Loais  Congress  in  1904,  where  they 
will  find  the  cash  basis  condemned  in  somewhat 
nnqnalified  terms,  and  full  reasons  given  for  its  essential 
nnsnitabUity  to  latter-day  finance. 


Ths  Impfd  House  of  Commons  last  week 

PollelM  Mr.  Myer  asked  the  President  of  the 
Board  of  Trade  whether,  in  view  of 
the  sums  of  money  which  have  accrued  to  life  insurance 
companies  by  reason  of  insurance  premiums  which  are 
not  kept  up,  he  would  promote  l^islation  for  the 
purpose  of  compelling  insurance  concerns  in  the  future 
to  return  at  least  75  per  cent,  of  the  premiums  paid  to 
the  assured  or  his  legal  representatives.  Mr.  Kearley, 
who  replied,  stated  that  the  Board  of  Trade  conld  not 
nndertake  to  [womote  such  l^jslatiim. 


Seiidton  ud  tht  Adverting  to  our  Weekly  Note,  page 
Half  CmmiHioB  572,  on  Secret  Commissions  and  the 
effect  of  the  Act,  It  is  stated  by  a 
contemporary  that  the  avarice  of  the  solicitors 
ought  to  be  curbed,  for,  not  content  with  being 
well  paid,  they  Insist  on  the  levy  under  the  threat 
of  the  employment  of  a  more  complacent  London 
broker.  It  is,  moreover,  pointed  oat  that  local  securities 
are  often  sent  by  provincial  solicitors  to  London 
brokers  for  purpose  ot  selling,  even  when  there  is  no 
posdble  market  in  Lcmdon  for  such  secnritles.  The 
result  is  that  since  the  London  broker  is  unable  to 
emplc^  an  agent  in  the  proper  market  (because  his 


commisdon  is  already  shared  with  the  solicitor)  he  is 
obliged  to  go  to  the  jobber,  and  then,  of  course,  the 
price  realised  for  the  benefit  of  the  estate  is  significant 
of  the  transaction.  It  is  furthermore  alleged,  although 
the  statement  can  hardly  be  believed,  that  the  broker 
is  sometimes  compelled  by  the  solicitors  to  charge 
i-i6th  per  cent,  ad  valorem  for  valuing  stock  for  pro- 
bate. It  is  said  to  be  a  fact  that  banks  are  writing 
to  their  principals  to  be  allowed  to  realise  the  secnrities 
of  deceaseds*  estates,  simply,  of  course,  for  the  purpose 
of  sharing  the  commission  with  the  broker.  As  a 
remedy  for  these  evils— for  it  must  be  admitted  that 
they  are  evils — it  is  suggested  that  the  London  Exchange 
should  agree  to  a  table  of  fees,  and  stand  by  them,  as 
all  other  properly  constituted  Exchanges  do.  It  would 
be  interesting  to  hear  the  solicitors  on  their  defence, 
and,  doubtless,  as  the  controversy  assumes  further  pro* 
portions,  their  voice  will  be  heard. 


_         ^    With  reference  to  the  controversy 

Til*  BoroDgh  .    _  > 

TiMinnr  and  um  between  the  Borough  Treasurer  of 
L.a.B.  tndiL  East  Ham  and  Mr.  Edwyn  Hughes, 
one  of  the  auditors  of  the  Local  Government  Board, 
to  which  we  drew  attention  in  our  last  issue,  it  may 
perhaps  be  of  interest  to  the  first-named  to  learn  that 
many  professional  accountants  make  a  point  of  requir- 
ing the  secretary  and  responuble  manager  of  a  com- 
pany to  sign  the  accounts  submitted  for  audit  before 
^ing  into  the  matter  at  all,  or,  at  all  events,  before 
themselves  reporting  the  result  of  their  inquiries ;  and 
that  a  refusal  tq  sign  would  in  the  great  majority  of 
instances  be  regarded  primil  facie  as  matter  for 
suspicion.  That  the  District  Auditor  has  power  to 
require  accounts  to  be  verified  by  declaration  does  not 
appear  to  be  disputed,  but  the  contention  seems  to  be 
that  to  ask  for  such  a  declaration  is  an  offence  against 
the  dignity  or  the  susceptibilities  of  the  Borough 
Treasurer.  We  may  point  out  that,  if  a  declaration  Is 
asked  for  in  all  cases  as  a  matter  of  course,  the  request 
cannot  be  regarded  even  as  an  implied  reflection  of 
any  kind.  It  would,  therefore,  obviously  be  the  most 
convenient  practice  to  so  ask  for  it,  and  not  to  keep  it 
in  reserve  for  exceptional  cases,  where  some  doubt  or 
controversy  arose  In  the  course  of  the  inquiry. 


By  an  order  dated  the  24th  ult.  and 
Wladtai^ap     published,  with  that  celerity  for  which 
Buinw.       the  Chancery  Division  is  distinguished, 
on  the  loth  inst.,  the  Lwd  Chancellor  has^^ovided 
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that  until  further  order  the  juiisdicticm  of  the  High 
Court  under  the  Companies  (Winding-up)  Act,  1890, 
shall  be  exercised  by  Mr.  Justice  Warrington  and  Mr. 
Justice  Parker— that  is  to  say,  the  latter  (subject,  of 
eonrse,  to  questions  of  seniority)  takes  the  place 
vacated  by  Lord  Justice  Buckley  on  bis  promotion  to 
the  Court  of  Appeal.  This  should  prove  highly  satis- 
foctory,  as,  although  it  would  be  extremely  difficult  to 
find  an  abler  authority  on  company  matters  than  Lord 
Justice  Buckley,  Mr.  Justice  Parker  has  had  a  very 
considerable  experience  in  company  matters,  both  in 
the  Courts  and  in  connection  with  the  question  of 
possible  forther  legislation. 


iMMtarlsi  ud  At  the  fourth  general  meeting  of  the 
UqnUaOoBs.  Chartered  InsHtute  of  Secretaries, 
held  on  the  6th  inst.,  Mr.  A.  B.  Pilling,  who  presided, 
said  that  referring  to  the  question  of  liquidation,  which 
ofiiered  a  very  large  field  for  labour,  be  failed  to  see  any 
reason  why  secretaries  should  not  claim  a  fair  share  of 
it.  Without  going  into  the  question  of  the  desirability 
of  the  President  of  this  Institute  oiBclally  encouraging 
its  members  to  undertake  duties  not  comprised  in  or 
contemplated  under  its  Charter  of  Incorporation,  we 
may  point  out  that,  as  matters  stand,  there  are  two 
reasons  which,  we  think,  will  operate  to  prevent  those 
secretaries  who  are  not  professional  accountants,  who 
consider  their  reputations,  and  who  think  what  they 
are  doing,  from  accepting  the  post  of  liquidator,  save, 
perhaps,  under  very  exceptional  circumstances,  and 
then  only  in  conjunction  with  a  quaHfied  professional 
accountant.  The  reasons  we  refer  to  are  (i)  that  the 
training  of  a  secretary  in  no  way  qualifies  him  to  fulfil 
the  required  duties,  and  (2)  the  examinations  of  the 
Institute  of  Secretaries  do  not  in  any  way  test  his 
abilities  in  this  durection.  Consequently  it  is  notorious 
that  in  shady  cases,  when  it  is  desired  to  secure  a 
speedy  burial  of  past  irregularities,  it  is  usual  for  the 
secretary  to  be  appointed  liquidator,  with  the  result 
that  among  the  more  observant  the  appointment  of  a 
secretary  to  that  position  is  regarded  as  a  primd  facie 
ground  for  further  inquiry.  Where  matters  are  suffi. 
ciently  complicated  and  important  there  can,  of  coarse 
be  no  possible  objection  to  the  late  secretary,  with  bis 
first-hand  knowledge  of  past  events,  being  appointed  a 
joint  liquidator ;  but  if  he  takes  the  appointment  alone, 
or  only  In  conjunction  with  one  of  the  late  directors,  it 
is  only  reasonable  to  assume  that  such  a  "  hole-and- 
corner  "  arrangement  has  been  come  to  with  the  express 


purpose  of  avoiding  the  disclosures  that  would  result 
from  the  employmrait  of  an  independent  liquidate. 


London  borough  councils  bave  np  to 
Fandt  of  Loo&l  the  present  borrowed  upwards  of  five 
AntbArittos.  millions  from  the  London  County 
Council  for  electricity  works,  upon  the  understanding 
that  a  Sinking  Fund  should  be  built  up  to  repay  these 
loans  during  forty-two  years.  It  now  appears,  how- 
ever, that  in  some  cases  the  necessary  ^king  Fond 
instalments  have  never  been  set  aside,  and  the 
question  thus  arises  as  to  how  the  deficiencies  of  the 
past  are  to  be  made  good.  Incidentally,  the  facts 
suggest  the  absence  of  sufficient  control  and  inquiry  in 
the  past  on  the  part  of  the  London  County  Council— a 
slackness,  however,  for  which  the  Local  Government 
Board  has  been  equally  to  blame,  or  the  present 
position  of  affairs  could  never  have  been  brought  about. 
It  is  satisfactory  to  know  that  the  advent  of  a  new 
President  has  at  last  brought  the  officials  of  the  Local 
Government  Board  to  a  belated  sense  of  thdr  respon- 
sibilities. It  remains  to  be  seen,  however,  whether  the 
London  County  Council  has  yet  learned  to  appreciate 
the  seriousness  of  the  financial  position  into  which  it  is 
drifting. 

DireetoFfl  v.  A  year  or  so  ago  attention  was  some- 
Aaditon.  what  prominently  directed  to  a  case 
in  which  the  auditors  of  a  company  expressed  their 
opinion  that  a  certain  item  included  by  the  directors 
among  the  book  debts  was  not  a  good  debt  The 
directors  joined  issue  with  them  on  this  point,  and  as  a 
result  the  auditors  were  not  re-elected.  It  was  some- 
what freely  stated  at  the  time  that  the  item  in  diqtate 
was  not  a  debt  at  all,  bat  an  investment  in  another 
company  in  which  certain  members  of  the  board  were 
interested.  The  company  mentioned  in  these  rumours 
has  now  gone  into  voluntary  liquidation  with  a  view  to 
reconstruction,  and  it  will  be  interesting  to  know  what 
(if  anything)  the  first  company  loses  by  the  transaction, 
and  when  the  directors  consider  that  the  money  was 
lost,  if  they  still  claim  that  the  auditors'  qnalification 
was  unwarranted  by  the  facts. 


TiM  city  l^he  first  meeting  of  creditors  of 
BuUntf  FaUoM.  Messrs.  P.  Macfadyen  &  Co.,  whose 
stoppage  was  reported  In  our  issae  of  the  37th  nIt.,  was 
held  on  the  8th  inst.,  Mr.  E.  W.  Chapman,  Official 
Receiver,  presiding.   It  ier^orted  that  j^^b  repre- 
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Bentiog  £i8ofioo  had  beea  lodged  bj  291  creditors,  bat 
so  £Eir  as  can  at  present  be  gathered,  the  liabilities 
appear  to  be  about  ^^470,000,  while  the  assets  might  be 
taken  at  about  ^£'20,000.  With  regard  to  the  causes 
of  failure,  the  Chairman  stated  that  it  was  impossible 
to  say  how  long  the  firm  had  been  insolvent,  as  he  did 
not  find  that  any  Balance  Sheet  had  been  prepared,  or 
the  books  closed,  for  some  time.  During  the  last  two 
years,  however,  there  bad  been  extensive  apecnlations 
in  copper  and  tin,  the  losses  upon  which  were  said  to 
have  amounted  to  upwards  of  j^7s,ooo.  As  the  late 
Mr.  Mac&dyen  died  before  the  date  of  the  receiving 
order,  Mr.  Chapman  pointed  out  that  it  did  not  operate 
against  his  separate  estate,  but  proceedings  bad  been 
instituted  for  its  administration,  and  steps  would  be 
taken  to  consolidate  them  with  the  present  proceedings. 
Mr.  Ernest  Cooper,  F.C.A.,  was  appointed  trustee  in 
the  bankruptcy,  with  a  committee  of  inspection. 


MnnJalpal  Banks. 


Oar  contemporary  The  Municipal 
Journal  is  hugely  pleased  that  its 
recent  crude  suggestions  on  municipal  banking  should 
have  induced  various  of  its  correspondents  to  produce 
practical  su^estions  for  carrying  out  municipal  bank- 
ing schemes.  From  these  our  contemporary  has  pre- 
sumably selected  the  most  practlciU,  and  we  give  it  for 
the  benefit  of  our  readers.  Municipal  banks,  we  are 
told,  should  at  once  be  organised  in  all  the  large  towns, 
the  bank-notes  of  which,  in  convenient  amounts,  firom 
5s.  to  ;£'ioo,  would  cireulate  freely  in  the  area  supplied 
with  money  by  each  of  these  large  banks.  The  smaller 
towns  wonld  obtain  their  money  on  mortgage  from 
these  large  municipal  banks  just  as  they  now  obtain  it 
from  the  gold-based  banks,  the  all-important  difference 
beiog  that  whereas  they  now  have  to  pay  the  monopoly 
price  of  £4  per  ^loo,  tbey  would  then  only  have  to  pay 
los.  per  £100,  being  the  actual  labour  cost  of  making 
the  bank-notes  and  keeping  the  accounts.  It  is  sur- 
prising how  closely  our  contemporary  seems  to  have 
gone  into  the  qaestion  of  the  cost  of  manufacturing 
bank-notes,  but  surely  it  is  a  mistake  to  stop  half-way 
with  so  brilliant  an  idea.  In  addition  to  rec^ving  gold 
in  flams  of  from  5s.  to  ^100  and  issuing  bank-notes  in 
exchange,  why  does  not  our  contemporary  suggest  that 
these  large  banks  should  issue  loans  to  the  smaller 
towns  also  in  the  form  of  bank-notes,  so  that  these 
most  desirable  securities  may  be  employed  by  the 
latter  in  payment  of  the  various  debts  incurred  by 
them  from  time  to  time  ?  If  the  scheme  be  carried 
out  ia  its  entirety,  it  will  be  perceived  that  the  actual 


labour  cost  of  manufacturing  the  bank-notes  is  really 
all  the  expense  that  need  be  Incurred,  and  that  the 
keeping  of  the  accounts  is  really  a  quite  unnecessary 
item. 


HunloipaiProflU  ^*  general  meeting  of  the 

and  Manlolpal  Aerated  Bread  Company,  Lim,,  the 
Piioei.  Chairman  stated  that  their  company 
paid  Z16  per  cent  more  per  unit  for  etectrlcity  supplied 
to  them  by  borough  councils  than  for  electricity  sup- 
plied by  electric  lighting  companies.  This  statement 
should,  we  think,  be  read  in  conjunction  with  the  plea 
that  so  often  has  been  put  forward,  that  it  is  the 
function  of  local  authorities  engaged  in  trading  not  to 
make  huge  profits  for  the  relief  of  rates,  but  to  supply 
the  commodities  or  services  they  provide  at  the  lowest 
possible  price  consistent  with  safety.  If  the  experience 
of  a  company  having  branches  practically  all  over 
London  is  that  the  local  authorities  chaige  double  the 
amount  the  proprietary  companies  do,  the  conclusion 
seems  irresistible  that  either  the  former  are  making  a 
very  much  larger  profit  than  the  latter,  or  else  that  they 
cannot  produce  an  equally  good  service  at  anything 
less  than  double  the  cost. 


of  RallwATS. 


We  have  on  many  occasions  pointed 
ont  that  the  lot  of  the  modern  railway 
company  is  by  no  means  a  happy  one  in  its  relations 
with  local  authorities,  for  it  has  had  no  voice  in  the 
election  of  those  who  make  the  rates,  neither  has  it  any 
control  over  their  expenditure.  In  addition  to  this,  its 
own  contributions  are  used  in  many  cases  to  bolster  up 
its  own  rivaltt  in  the  shape  of  tramways  to  compete 
against  its  local  traffic.  Although,  so  for,  thuin  has 
been  no  combined  action  on  the  pari  of  the  railway 
companies  (they  are  not  very  remarkable  for  their 
co-operetive  efforts)  the  Midland  Railway  Company's 
appeal  against  its  assessment  in  Hampstead  may  lead 
the  way  to  larger  issues.  It  is  repOTted  that  at  the  last 
quinquennial  period  in  1905  the  assessment  in  question 
was  increased  from  1^9,762  to  ^'14,000  rateable  value,  a 
rather  large  advance,  even  supposing  new  property  had 
been  added,  which  does  not  appear  to  have  been  the 
case.  The  appeal  made  by  the  company  was,  by 
consent,  referred  to  Mr.  Alfred  Lyttleton,  K.C.,  M.P., 
as  arbitrator.  After  five  days'  hearing,  the  local 
authorities  offered  to  reduce  the  total  rateable  value  to 
jCs>750  (uad  to  pay  all  the  costs,  and  the  railway  com- 
pany agreed  to  these  terms  on  condition  that  no  increase 
was  to  be  made  in  the  assessment  except  ^  new 
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property  DQtil  the  next  valuation  period  in  1910.  It  is 
said  that  the  saving  in  rates  to  the  company  in  qoestion 
will  amount  to  ;£'2,90o  per  annum  1  To  the  lay  mind 
the  most  curious  part  of  the  case  is  the  extraordinary 
elasticity  in  the  assessment  figures.  First  it  was  j^9,762, 
then  ^'14,000,  now  £5,750  I  On  the  face  of  it,  it  would 
appear  that  the  figure  ^'9,762  was  absurdly  high,  and 
it  must  be  small  matter  for  consolation  on  the  part  of 
shareholders  in  the  concern  in  qnestion  that  their 
directors  did  not  adopt  a  fightinff  attitude  somewhat 
earlier. 


LoBdoD  and  Glabt  "^^^   eeoior  Official   Receiver  and 
Uqnidatien.     Liquidator  announces  that  he  has 

realised  a  further  small  amount  of  assets  in  this  liqui- 
dation, amounting  to  about  ^^90,  which  will  permit  of  a 
small  supplementary  dividend  to  the  creditors.  It  will 
be  remembered  that  the  total  claims  from  creditors 
amounted  to  ^2,500,000,  and  dividends  amounting  to 
in  the  £  have  been  paid. 


A  recent  advertisement  in  The  Times 
'^"^  Is  said  to  have  concerned  a  leasehold 

ground  rent  arising  out  of  valuable  premises,  held  for 
the  residue  of  a  term  of  20,000  yeara,  subject  to  a 
peppercorn  rent,  and  without  lessee's  covenant  or  a 
right  of  re-entry ! 


In  the  course  of  a  recent  article  in  the 
In  ABMrtcu     Atlantic  Monthly^  the  commercial  editor 

of  the  New  York  Evening  Post  enters 
into  an  exhaustive  examination  of  the  dominant  factors 
in  American  finance.  The  remarks  on  the  history  of 
panics  are  very  instructive,  and  the  cycle  theory  is 
ably  demonstrated.  Mr.  Noyes  argues  that  although 
the  evidences  of  prosperity  are  numerous,  one  of  his 
illostrations  being  the  fact  that  the  excess  of  merchan- 
dise exports  reached  an  average  of  513  million  dollars 
per  annum  during  the  past  nine  years,  nothing  can  alter 
the  law  of  financial  inflation  and  depression  which 
treads  always  on  the  heels  of  prosperity.  Moreover, 
the  greater  the  genuine  basis  of  prosperity,  the  larger 
the  balloon  of  inflated  credit  blown  by  speculators. 
Details  are  then  given  of  some  signs  of  the  times, 
among  which  may  be  noted  the  statement  that 
American  industries  have  during  the  boom  period  been 
recapitalised  on  a  basis  of  immensely  extended  debt, 
and  in  the  race  for  speculative  profits  some  of  the 
largest  and  strongest  banks  have  been  directly  or 
indirectly  engaged.  Mention  is  also  made  of  the  forcing 


Qp  of  the  Wall  Street  Stock  Market  by  the  virtual 
cornering  of  properties  with  150  million  dollars  stock, 
the  constant  shortly  of  available  capital,  the  aeUiogof 
good  commercial  paper  at  8  per  cent.,  short  time  loans 
at  12  per  cent,  and  demand  loans  at  125  per  cent.,  rail- 
way companies  forced  to  borrow  on  their  notes  at  high 
rates  and  for  short  maturities,  capital  borrowed  from 
European  and  American  banks  used  for  manipulation 
of  Stock  Exchange  securities,  and  daring  speculation 
in  both  securities  and  merchandise  on  a  scale  of 
"  enormous  magnitude."  Mr.  Noyes  claims  to  state 
facts  without  moralising  thereon,  but  if  his  deductions 
are  correct  the  coming  panic  of  1913  will  be  something 
to  be  remembered. 


Rlndt-Palmw's  ^l*^       Times  says  that,  although  this 
i«L         Act  has  been  on  the  Statute  Book  for 

almost  forty  years,  the  effect  of  its  provisions  upon  the 
respective  rights  of  specialty  and  simple  contract 
cteditora  in  the  administration  oi  tfae  assets  of  an 
insolvent  estate  have  never  had  to  be  considered  by 
the  Court  of  Appeal  until  the  recent  case  of  Re  Samson  ; 
Bobbins  v.  Alexander.  It  seems  that  two  express 
decisions  of  Courts  of  First  Instance  on  the  question— 
namely,  Re  Orsmond ;  Druty  v.  Orsmond,  and  Re  Hanhiy ; 
Smith  V.  Hankey—'KeTe  absolutely  conflicting.  Mr. 
Justice  Kekewich  in  the  first  of  these  cases  held  that, 
since  the  effect  of  the  Act  was  to  place  simple  contract 
creditors  and  specialty  creditors  on  an  equal  footing, 
an  executor  might,  in  the  exercise  of  his  i^ht  of 
preference,  pay  a  simple  contract  <ureditor  in  priority 
to  a  specialty  creditor  of  the  testator.  In  the  other 
case  Mr.  Justice  North  decided  exactly  to  the  contrary. 
The  Court  of  Appeal  in  construing  the  Act  decided 
that,  since  the  distinction  as  regards  priority  between 
these  two  classes  of  creditors  bad  been  abolished,  there 
was  nothing  to  prevent  an  executor  from  exercising  his 
right  of  preference  in  tbe  due  course  of  administration 
of  tbe  testator's  estate. 


The  Hanloipal  The  Municipal  Journal  states  that  its 
Audit  QnuUoii.  announcement  that  the  Whiteball 
authorities  are  in  favour  of  the  extension  of  the  Local 
Government  Board  audit  scheme  has  created  a  great 
deal  of  interest  in  municipal  circles.  Our  contem- 
porary adds  that  competent  auditors  are  wanted,  but 
it  is  also  desired  to  be  made  clear  that  their  function 
is  audit,  and  nothing  more.  Furthermore,  there  is  no 
"  guarantee  whatever  that  the  appointment  of  a 
"  Government  andttormeans  tbe  examin^^ipii  of  public 
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accoants  by  an  experienced  accountant."  We  quite 
agree  with  the  latter  portion  of  our  contemporary's 
argumcDt,  but  it  is  just  as  well  to  point  out  that 
opinions  seem  to  differ  as  to  what  is  the  function  of  an 
auditor  and  what  is  not,  as  witness  the  following  para- 
graph, which  we  extract  from  a  previous  issue  of  The 
Municifal  Journal: — 

"  The  muoidpalities  almost  as  a  body  are  opposed, 
for  iastance,  to  auditors  being  able  to  express  opinions 
about  the  adequacy  or  otherwise  of  depreciation  and 
obsolescence  provisions,  matters  upon  which  it  is 
apparent  that  in  the  great  majority  of  cases  they  can 
know  absolutely  nothing.  Such  things  as  these  are 
questions  of  policy  which  must  be  left  to  ^he  councils 
themselves  to  decide  in  the  light  of  their  fuller  know- 
ledge of  local  circumstances  and  conditions.  For  we 
take  U  that  even  the  I<ocal  Government  Board  would 
not  care  to  essay  the  task  of  setting  up  a  uniform 
depredation  standard." 


TiM  &Bdit  of  the  Some  interesti]^  questions  were  put 
^u^h^'     to  the  Prendent  of  the  Board  of  Trade 
untoUkia^    in  the  House  of  Commons  recently  by 
Dr.  Macnamara,  which,  together  with  the  answers,  are 
not  without  their  significance : — 

(1)  What  was  the  procedure  adopted  in  regard  to 
the  appointment  of  an  auditor  of  an  electric  lighting 
company  in  London  ? 

Ans. — ^The  appointment  of  auditors  of  the  accounts 
of  electric  lifting  companies  in  London  was  made  by 
the  Board  erf  Trade  in  pursuance  of  provisions  inserted 
in  the  various  companies  Orders,  and  was  made 
annnally. 

(2)  Had  the  Department  made  any  regulation  with 
reference  to  such  audit  ? 

A  ns. — No. 

(3)  Had  any  applications  been  received  from  local 
authorities  in  London  askhig  to  be  allowed  to  attend 
before  such  auditor,  and,  if  so,  whether  the  application 
had  been  refused  by  the  Board  of  Trade,  and  for  what 
reason  ? 

Ans.— An  application  had  been  received  from  the 
Camberwell  local  authority  and  was  under  consider- 
ation. No  other  application  had  been  made  by  a 
metropolitan  local  authority. 

(4}  Was  the  auditor  paid  directly  by  the  company  7 
Ans. — The  company  paid  the  auditor's  fee  to  the 
Board  of  Trade,  and  it  was  passed  on  from  there. 
(5)  Had  the  audits  power  to  disallow  or  sorcbai^e 


any  item  in  the  accounts  with  which  he  was  not 

satisfied  ? 

Ans. — The  auditor  had  no  power  to  disallow  charges. 
In  the  event  of  his  requirements  not  being  complied 
with  he  reported  to  the  Board  of  Trade,  and  such 
report,  or  such  portion  thereof  as  the  Board  of  Trade 
might  direct,  was  required  to  be  appended  to  th« 
company's  annual  statement  of  accounts. 

(6)  Could  the  President  state  whether  any  efiective 
action  of  this  kind  had  been  taken  by  such  auditor  ? 

Ans. — The  requirements  of  the  auditor  were 
generally  met  by  the  company. 

(7)  Was  any  public  notice  of  the  audit  given  ? 

Ans. — No,  since  the  accounts  were  not  those  of  a 
local  authority. 

(8)  Was  the  President  prepared  to  arrange  that  the 
duly  appointed  representatives  of  any  local  authorities 
might  attend  such  audits  in  their  area  and  be  placed 
hi  a  similar  position  to  ratepayers  at  a  municipal 
audit? 

Ans. — Question  under  consideration,  but,  if  satisCac- 
tory  arrangements  could  not  be  made,  be  was  prepared 
to  c(»iaider  the  necessity  of  making  regulations  In 
the  matter. 


R».lssm  of     1*0      recent  decisions  in  the  cases  ci 

DcUBtoFM.  George  RoutUdge  &  Sons,  Lim.,  and 

Re  Tasker  &  Sota,  Lint.,  must  be  add^  the  case  of 
Re  Perth  Electric  Tramways,  Lsm,,  where  it  was  decided 
that  debentures  which  had  been  issued  in  blank  to  a 
bank  by  way  of  security,  and  which  were  handed  back 
to  the  company  in  the  same  state  when  the  loan  was 
paid  off,  could  not  be  validly  reissued  to  another  lender 
with  the  blanks  filled  up,  because  the  first  deporit  -was 
already  an  issue  in  the  eyes  of  the  law.  The  two 
previous  cases,  it  will  be  remembered,  settled  the  point 
that,  where  there  is  no  express  power  to  reissue  a 
debenture  of  a  series,  one  of  such  debentures  on  being 
paid  off  cannot  be  reissued  so  as  to  obtain  its  old 
place  in  the  series. 

ft  H«w  Prtie  Considerable  ingenuity  is  often  shown 
ComptUttoB.  in  the  framing  of  "  objects  "  clauses  in 
memoranda  of  association,  but  the  palm  must  be  given 
to  a  recently-registered  concern,  which,  it  is  said,  takes 
power  in  its  charter  of  incorporation  to  do  the  following 
acts: — 

Manufacture  Artificial  Stone,  Bricks,  Tiles,  &c. 
Carry  on  the  business  of  Paviors;  Artificial  Stone 
dealers;  Chemists;  Druggists^  Drysalters;^  and 
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ooloormeD;  Manufoctnrera  of  aod  dealm  in 
Pharmaceotical,  Medicinal,  Chemicalf  and  Indus- 
trial compounds,  &c. ;  Oils,  &c. 
Electrical,  chemicalt  photographic,  snrgical,  and 

scientific  apparatus  and  materials. 
Cotton  spinners  and  doublers;  Calico  printers;  Flax, 
hemp,  and  jnte  spinners;  Linen  manufacturers; 
Flax,  hemp,  and  jnte  merchants ;  Woolcombers 
and  merchants;  &c. 
Power  suppliers. 
Perhaps  the  most  amusing  part  of  the  incident  is  that 
the  name  ot  the  concern  which  is  said  to  take  such 
encyclopjedic  powers  is  "Hough's  Boilers"!!  The 
enterprising  snippet  weeklies  mif;bt  do  worse  than 
institute  a  new  guesung  competition  on  these  lines. 


Corre0pon&ence  an^  fnaulties. 


All  commanicatioiis  to  the  Bdltor  should  be 
by  letter  only. 


[W€  art  at  all  timet  ready  to  ituert  correspondence  or. 
matttrs  of  initrtit  to  tkt  Profession,  htt  we  dcnot  of  count 
held  emrtelvet  in  any  way  rufonsiile  for  lie  ofinioH. 
osfrund  hy  our  eorrtsfondtmii,  Corrisfondtntt  intmdeo 
for  current  istne  mutt  reach  us  at  the  latest  iy  Wednesday 
afttrmaam;  and  must  in  all  cases  be  accompanied  by  tht 
name  a$id  address  of  carretpondentt,  not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faith.} 


Debeiitan»-liolder«  and  Apprentices. 

{To  the  Editor  of  The  Accountant.) 
Sir, — There  seems  to  be  some  misunderstanding  on 
this  question  as  shown  by  the  correspondence  in  your 
columns.  The  original  question  was  whether  a  receiver 
of  a  company  (which  is  also  in  liquidation)  must  pay  an 
apprentice  in  full.  A  further  question  was  asked  as  to 
the  procedure  in  a  voluntary  liquidation.  Your  reply 
(15th  September)  only  refers  to  a  liquidator,  and  not  to 
a  receiver,  and,  I  think,  was  correct.  **  G.  F.  C."  then 
takes  ap  the  point  that  Section  io,Jud!cature  Act,  1875 
(dealing  with  the  rights  of  creditors  in  a  winding-up, 
where  tbext  are  insufficient  assets),  imports  the  bank- 
ruptcy rule.  It  seems  to  roe  that  Mr.  S.  S.  Dawson  is 
quite  right  that  an  apprentice  has  no  rights  wliatevei 
against  a  receiver  for  preferaitial  treatment.  The 
Preferential  Payment  Acts  do  not  apply  to  an  appren- 
tice.   Section  41,  Bankruptcy  Act,  1883,  provides  that 


where  the  bankruptcy  trustee  does  not  transfer  the 

articles  to  another  person  he  may,  subject  to  appeal  to 
the  Court,  pay  the  apprentice  such  sum  as  he  thinks 
reasonable.  This  sum  would  come  after  the  costs  and 
preferential  payments,  but  before  the  unsecured 
creditors.  Whether  by  reason  of  Section  10  (above) 
this  will  apply  to  a  liquidation  does  not  seem  to  have 
been  decided.  Although  Section  10  settles  that  the 
rights  of  creditors  shall  be  the  same  as  in  bankruptcy, 
there  is  no  provision  in  the  Companies  Acts  for  fixing 
the  sum  payable  to  the  apprentice,  such  as  is  given  in 
Section  41.  There  would  seem  to  be  no  method  of 
paying  an  apprentice  preferentially  in  a  wlnding-np, 
unless  it  can  be  done  under  Section  159,  Companies 
Act,  1862,  which  is  doubtfuL 

Yours  obedientiy, 
12A  November  1906.  DAVID  P.  DAVIES. 

[Under  the  actual  circumstances  of  the  case,  assisted 
in  your  issue  of  the  isth  September,  I  agree  with  Mr. 
Dawson's  view  as  exprosed  in  jrour  issue  of  xoth  Inst., 
that  the  Bankruptcy  Act,  Section  .ii,ha&  no  application, 
the  Judicature  Act,  1875,  Section  lo,  not  being  con- 
cerned with  debenture-holders'  actions,  which,  to  all 
intents  and  purposes,  the  proceedings  In  question  are. 
Mr.  Dawson,  however,  goes  on  to  submit  that  Section 
10  does  not  attempt  to  assimilate  bankruptcy  procedure 
(as  r^rds  priority)  with  winding-up  administration. 
Here  again,  speaking  by  the  card,  I  suppose  I  ought  to 
agree  with  Mr.  Dawson,  for  the  Act  does  nothing  of  the 
kind,  but  I  am  not  quite  so  sure  that  it  does  not 
attempt  to  assimilate  company  winding-up  administra- 
tion (as  regards  priority)  with  bankruptcy  procedure. 

Putting  aside  the  words  "  secured  and  unsecured 
creditors  "  in  the  section  as  having  no  bearing  on  the 
point  at  issue,  although,  having  regard  to  what  is  said 
as  to  them  by  Vaughan  Williams,  L.J.,  in  In  re  Wkitaker 
(1901,  I  Ch.,  p.  13),  it  is  questionable  whether  I  am 
not  thereby  conceding  too  much,  the  section  runs : 
"  The  same  rules  shall  prevail  and  be  observed 
"  .   .   .   .   as  to  debts  and  liabilities  provable  .   .  . 

as  may  be  in  force  for  the  time  being  under  the  law 
*•  of  bankruptcy."  Now,  in  In  re  Long  (1895,  1  Ch.  652, 
p.  657)  Lord  Lindley  (then  Lindley,  L.J.)  says:  "  Con- 
"  struing  Section  10  of  the  Judicature  Act,  1875,  by  the 
*'  decisions,  and  by  the  express  provision  of  Section  i, 
"  Sub-section  6,  of  the  Act  of  1888  the  rules  in  bank- 
<*  ruptcy  as  to  debts  and  liabilities  proval]|j^  must  now, 


November  17,  1906.        THE  ACCOUNTANT 


603 


"  I  think,  include  all  rules  as  to  pri<^tie8  expressly 
"  enacted  by  any  statute,  and  made  applicable  In  the 
"  event  of  bankruptcy." 

Later  on  in  his  judgment  the  same  learned  Lord 
justice,  relerring  to  Section  3  of  the  Married  Women's 
Property  Act,  1882,  says  that  it  is  really  a  statutory  rule 
postponing  a  wife's  claim  against  her  husband's  estate 
in  bankruptcy  to  the  claims  of  his  other  creditors,  and 
is  therefore  one  of  the  rules  as  to  debts  provable 
which  by  Section  10  of  the  Judicature  Act,  1875,  have 
to  be  observed  in  administering  the  estates  of 
deceased  insolvents.  Surely,  then,  it  may  be  argued 
that  Section  41  of  the  Bankruptcy  Act,  which  gives  a 
direct  preference,  is  equally  one  of  the  rules  as  to 
debts  provable  as  one  under  the  Married  Womoi's 
Property  Act  constitating  a  deferred  claim. 

The  judgment  of  Smith,  L.J.,  is  to  the  same  effect. 

The  judgment  of  Romer,  L.J.,  in  In  re  WhUaker 
(zgoi,  z  Cfa.),  at  p.  14,  is  also  instructive,  be  says: 
"  The  section  (10  of  the  Judicature  Act,  1875)  does  not 
"  say  that  only  the  rules  as  to  what  debts  and  liabilities 
"  shall  be  provable  are  to  prevail ;  it  speaks  of  all  rules 
**  as  to  debts  and  liabilities  provable.  It  appears  to 
"  me  thai  if  there  be  a  rule  in  bankruptcy  that  a  debt 
"  shall  he  provable,  but  only  in  an  inferior  position  to 
"  ordinary  debts,  that  would  be  a  rule  *  as  to '  that 
"provable  debt  within  the  meaning  of  the  section. 
"  And  so  if  there  be  a  rule  in  bankruptcy  that  certain 
"  debts  shall  be  provable,  but  in  a  superior  position." — 
Our  Legal  Coktributok.] 

Compaay's  Register  of  Mortcases. 

{^0  the  Editor  of  Thv  Aeeountaia.) 
SiR,~I  will  be  glad  to  have  your  opinion  on  the 
fbUowing  matters. 

The  A.  Co.,  Llm.,  and  the  B.  Co.,  Lim.,  were  incor- 
porated in  1895,  and  both  companies  deposited  their 
title  deeds  with  bankers  to  secure  an  overdraft.  In 
X906  these  two  companies  were  amalgamated,  the  A. 
Co.,  Lim.,  having  its  title  changed  to  the  A.  &  B.  Co., 
Lim.,  and  the  B.  Co.,  Lim.,  being  wound  up ;  the  title 
deeds  of  B.  Co.,  Lim.,  and  conveyance  of  properties  to 
A.  St  B.  Co.,  Lim.,  were  deposited  with  their  bankers, 
who  were  the  bankers  to  both  companies,  and  the 
solicitor  advises  that  this  equitable  mortgage  should  be 
entered  in  the  Mortgage  Register,  but  the  directors 
think  it  is  not  necessary. 

What  I  wish  to  know  is,  whether  in  this  case  the 
depo«t  of  deeds  is  to  be  ccmsidered  as  a  new  trans* 


action,  and  also  whether  it  is  necessary  in  any  case  to 
registw  an  equitable  mmrtgage  of  this  nature  7 

Yours  truly, 

November  1906.  MORTGAGE. 


.  Re  Harringtoiu,  Utn.  ■ 

{To  the  Editor  of  The  Aeeountant,) 
Sir, — My  attention  has  been  drawn  to  a  paragraph, 
which  appeared  in  your  issue  of  the  37th  ult.,  in 
reference  to  the  auditorshipof  this  company.  I  b^  to 
inform  you  that  en  Mr.  Plender  being  made  acquainted 
with  the  resolution  as  to  his  appt^tment  in  place  of 
the  retiring  auditor,  who  offered  himself  for  re-election, 
Mr.  Plender  replied  immediately  to  the  secretary's 
conunnnication,  to  the  effect  that  he  was  nnable  to 
acc^t  the  appointment. 

I  am,  dear  SAx^  faithfully  yours, 

H.  J.  STOKES, 
November  yth  1906.      Chairman  Harringtons^  Lim. 

[This  is  quite  what  we  should  have  expected.  It 
would,  however,  be  interesting  to  know  what  will  now 
be  done.— Ed.  Acct.'] 

The  Salary  of  a  Bankrapt. 

{To  the  Editor  of  The  AccounianiA 

Sir, — It  would  seem  that  one  of  the  privileges  of  a 
County  Court  Judge  is  the  right  to  occasionally  startle 
timid  people  by  a  disturbing  judgment  upon  matters 
long  since  deemed  to  have  been  settled.  This  time  the 
Bradford  Judge  is  guilty. 

If  Section  53,  Bankruptcy  Act,  1883,  were  quite  a  new 
one,  and  there  were  no  decided  cases  on  the  point,  I 
am  inclined  to  think  that  our  Judges  would  to*day 
hold  that  it  had  no  application  to  any  pay  other  than 
out  of  public  fund.  Sub-section  i  referring  to  a  bankrupt 
rec^ving  pay  for  present  employment,  and  Sub-section 
2  referring  to  pay  for  past  employment.  This  would 
still  leave  power  under  Section  44  to  attach  thepersonal 
earnings  of  a  bankrupt,  so  {blt  as  unnecessary  for  the 
support  of  himself  and  his  family.  The  only  difficulty 
in  thus  construiug  Section  53  is  that  we  do  not  usually 
apply  the  term  "salary  or  income"  except  where 
current  employment  is  concerned,  but  this  section  and 
the  rules  and  forms  would  seem  to  admit  of  this  inter- 
pretation more  readily  than  any  otho^.  If  these  words, 
"salary  or  hicome,"  had^^o#^^\iterpolAt^;  the 
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section  would  have  been  quite  clear.  Be  that  aa  it 
may,  the  Courts  have  settled  that  it  applies  to  every 
bankrupt. 

The  decision  is  not  a  binding  one,  and  I  do  not  think 
it  will  ever  be  made  binding.  It  has  been  long  since 
laid  down  that  to  render  a  salary  liable,  in  part  to 
attachment  there  mnst  at  least  be  some  *'  element  of 
periodicity,"  and  that  weekly  earnings — that  is,  paid 
weekly  under  *  employment  and  subject  to  a  week's 
notice — are  not  liable  to  attachment.  The  Shine  case, 
which  the  Judge  followed,  is  really  not  applicable,  as 
Shine  was  under  a  contract  of  employment  for  two 
years,  although  the  salary  was  paid  weekly.  I  think  an 
appeal  will  restore  the  older  authorities. 

Yours  obediently, 


12th  November  1906. 


DAVID  P.  DAVIES. 


Auditor's  Lien  on  Books  and  Documeiits. 

[To  the  Editor  of  The  Accountant.) 
Sir, — I  should  l>e  glad  to  have  your  valuable  opinion 
on  the  following  ease. 

A  limited  company  sent  several  I^se-leaf  Ledgers 
to  an  accountant  for  the  purposes  of  audit.  The  com- 
pany has  not  paid  the  auditor's  charges,  and  the 
Ledgers  remain  at  his  ofBce.  If  the  auditor  returns  the 
leaves  on  which  entries  have  been  made,  has  be  a  lien 
on  the  leafless  Ledgers  ? 

I  am,  Sir,  your  obedient  servant, 

\-iih  November  igo6.  HECTOR. 

[No.— Ed,  Acct.] 


Income  Tw— Time  for  Application  for  Repayment. 

{Te  tke  Editor  of  Tht  Aceoumtant.S 

Sir,— 1  shall  be  obliged  if  any  of  your  correspondents 
could  tell  me  the  general  interpretation  placed  by 
Surveyors  of  Taxes  upon  the  words  "  if  within,  or  at 
the  end  of  the  year'*  in  the  133rd  Section  of  the  1842 
Income  Tax  Act.  I  have  always  understood,  and  1 
think  it  has  been  stated  in  lectures,  that  the  Inland 
Revenae  autfaorities  allowed  tazpayera,  as  a  matter  of 
right,  twelve  months  from  the  end  of  the  financial  year 
concerned  for  claiming  repayment,  but  the  Surveyor  in 
my  district  has  just  told  me  that  the  local  Commis- 
sioners (no  doubt  upon  bis  instructions)  will  only  allow 
six  months  from  the  end  of  the  period  to  which  the 
accounts  relate  — with  accounts  made  up  to 


December  sist.  a  repayment  claim  must  now  be  made 
before  the  following  30th  June  instead  of  before  the 
5th  April  of  the  year  but  one  following,  which  has,  in 
fact,  been  the  previous  local  practice.  The  Surveyor 
contends  that  the  limit  of  twelve  months  is  amply  the 
extreme  one  which  the  Inland  Revenue  will,  under  any 
circumstances,  recognise  as  the  limit  for  making  claims, 
although  his  predecessors  have  allowed  claims  made 
within  that  time  as  a  matter  of  course. 

I  should  like  to  know  whether  the  reduced  limit  of 
time  now  allowed  locally  conforms  to  the  general 
practice  of  Surveyors  in  other  districts,  or  whether  ve 
here  are  being  treated  witti  exceptional  severity. 

Yonrs  faithfully, 

yih  November  1906.  KARL. 

[There  is  no  general  practice :  it  is  certainly  desirable 
to  make  the  application  directly  the  facts  are  known.— 
Ed.  AccWl 


Compenfatlon  under  the  LIcenslngr  Act,  1904. 
{To  tie  Editor  of  The  AeeomHtamt.) 

Sir, — In  reply  to  Mr.  S.  S.  Dawson's  letter  appearing 
in  your  issue  of  loth  inst.,  I  would  point  out  that  in  the 
case  quoted  I  have  assumed  that  the  lease  granted  to 
the  brewers  has  not  been  cancelled  upon  the  escbeat- 
ment  of  the  licence,  and  therefore  the  lessor  will  not 
suffer  any  loss  of  income  until  the  expiration  of  tfae 
lease.  Failing  any  special  arrangement,  this  would  he 
the  usual  course.  Leases  of  properties  upon  which 
there  is  an  excise  licence  frequently  contain  among 
other  covenants  one  throwing  upon  the  lessee  the  onus 
of  keeping  up  the  licence,  the  lessfw  (sometimes)  under- 
taking to  do  any  structural  alterations,  but  a  clause 
cancelling  the  lease  in  the  event  of  the  loss  of  the 
licence  through  no  fault  of  tfae  lessee  wUl  probably  have 
to  be  inserted  in  the  future  in  view  of  the  operation  of 
the  Act.  In  cases  where  it  is  desired  to  cancel  the 
lease  the  question  at  present  is  00  e  for  special 
arrangement  between  the  parties  directly  concerned, 
and  usually  an  amif»ble  settlement  mutually  agreeable 
to  the  parties  can  be  arranged;  but  where  this  is  not 
possible  the  brewers  usually  eublease  the  premises,  as 
soon  as  the  necessary  alterations  are  completed,  for  the 
remainder  of  their  term,  disposing  of  their  interest  in 
the  pn^erty  at  the  earliest  possible  moment  in  order 
to  use  the  proceeds  hi  the  ordinary  channels  of  Xhtxt 
business. 

As  regards  the  second  point  raised  hy  li^i^  Dawson, 
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provided  that  each  iDterested  party  is  satisfied  with 
the  reduced  amounts  awarded,  I  see  no  reason  why 
each  sboald  not  bear  his  own  loss.  The  chief  aim  in 
these  cases  is  to  have  mutual  agreement  among  the 
interested  parties  prior  to  the  supplemental  meeting  as 
to  the  total  amount  of  compensation  to  be  claimed  and 
its  distribution  between  them,  as  otherwise  a  consider- 
able portion  of  the  compensation  money  may  be 
frittered  away  in  costs.  At  the  supplemental  meeting 
of  the  compensation  authority  in  cases  where  the 
amount  of  compensation  claimed  has  been  agreed  by 
the  valuers  representing  the  authority  and  those  repre- 
senting the  interested  parties,  "  a  written  statement  to 
"  that  eifect  containing  the  sum  agreed  upon,  signed 
by  or  on  behalf  of  all  those  persons,  must  be  lodged 
"  with  the  compensation  authority  at  the  meeting  or 
"previously  thereto"  (H.O.R.  29),  and  if  approved  by 
the  authority  such  amount  will  be  awarded.  This 
statement  is  in  the  form  of  a  single  document 
(H.O.F.  10),,  signed  by  all  the  parties  interested 
(lessor,  lessee,  sub-lessee,  mortgagee,  if  any,  tenant,  and 
manager).  In  the  event  of  the  total  claim  for  compen- 
satiod  not  being  approved  by  Quarter  Sessions,  Section 
2,  Sub-section  2,  of  the  Act  provides  that  the  matter 
diall  be  referred  to  the  Commissioners  of  Inland 
Revenue  subject  to  appeal  to  the  High  Court,  while  Sab- 
section  4  provides  that  the  Commissioners'  costs  shall  be 
paid  out  of  the  amount  to  be  paid  as  compensation, 
unlets  the  High  Court  order  those  costs  to  be  paid  by  some 
other  party  to  the  suit.  The  costs,  therefore,  in  either  case 
falling  upon  one  or  other  of  the  interested  parties.  On 
the  other  hand,  under  Section  z.  Sub-section  3,  tbe 
compensation  authority  may  refer  to  the  County  Court 
any  question  as  to  the  divisioH  of  the  amount  of  com- 
pensation which  the  authority  consider  cao  be  more 
conveniently  determined  by  that  Court. 

I  am,  Sir,  your  obedient  setvant, 

W.  C.  NORTHCOTT. 
LondoHt  i^tk  November  xgo6. 


JBrietol  Soctets  ot  Cbartereb  BccountantB. 

A  iiEETiKG  of  the  above  Society  will  be  held  at  the  Grand 
Hotel,  Bristol,  on  Friday,  the  7th  December,  at 
5.30  p.m.,  when  a  paper  will  be  read  by  ^fr.  Walter 
Stracfaan,  Barrister-at-Law,  on  *  Some  difficulties  in  Trust 
Accounts." 

The  chair  will  be  taken  by  Mr.  John  Ball  Ball,  Vice- 


President  of  the  Institute,  and  the  Hon.  George  CoIviUe, 
Secretary  of  the  Institute,  will  be  present,  and  will  take 
part  in  the  discussion. 

The  Council  of  the  Society  hope  that  every  member  will 
do  his  utmost  to  be  present  on  this  occasion,  as  Mr. 
Strachan's  subject  siiould  prove  of  very  general  interest 
to  the  profession. 

Arrangements  are  beii^  made  for  a  dinner  to  be  held 
after  the  meeting  at  8  o'clock.  Tickets  one  guinea  each, 
including  wine,  or  12s,  6d.  without  wine.  It  will  greatly 
facilitate  matters  if  members  will  notify  the  Secretary  on 
or  before  the  30th  inst.  whether  they  wdll  require  tickets. 


factors  Bccountino  as  BppUe^  to 
Aacbine  Sbops.— i. 


By  John  Wuituoke. 


(Reprinted  from  Tie  Journal  of  Accountaneyt  N.Y.) 

The  present  articles  upon  Machine  Shop  Accounts  are 
based  upon  four  lectures  given  before  the  School  of  Com* 
merce.  Accounts,  and  Finance,  of  New  York  University, 
last  wiotn.  These  lectures  were  given  under  the  title  of 
"Factory  Accounting,"  and  it  is  as  an  aspect,  or  a  par< 
ticulaf  development,  of  factory  accounting  in  general  that 
Machine  Shop  Accounts  in  particular  were  treated  of.  Or 
it  may  be  said  that  Machine  Shop  Accounts  were  chosen 
for  the  purpose  of  furnishing  a  convenient  means  of  intrr- 
ducHon  to  the  general  principles  of  factory  accounting, 
because  the  particular  methods  developed  in  them  have  a 
wide  application  in  other  industries. 

The  reason  for  this  is,  of  course,  [^ain.  A  large  part  of 
the  equipment  of  every  factory  is  mechanical,  and  the 
operation  of  the  mactiinery  is  necessarily  to  some  extent 
recorded  by  methods  parallel  to  those  used  to  record  the 
opeimtion  of  the  machinery  in  machine  sht^s.  Tbe  opera- 
tions themselves  are  different  and  Ae  materials  worked 
are  different,  and  the  accounting  methods  are  specialised 
in  each  industry  in  a  mannM'  that  may  have  little  relation- 
ship to  any  other,  except  that  they  always  embody  the 
principle  of  double-entry  bookkeeping  and  always  follow 
the  operations  as  closely  as  available  data  will  permit. 
But  in  every  industry  we  have  the  accounting  which  is 
necessary  4o  the  operation  of  machinery ;  that  is,  if  the 
standard  of  economy  attained  in  its  operation  is  to  be  deter- 
mined,  or  if  the  cost  of  its  operation  is  to  be  traced  to 
particular  products,  and  the  methods  of  this  accotmting 
can  best  be  made  plain  in  connection /fnth-^e.^^Mions 
of  machine  shops  themselve^'t'^^^  ^^UUglL 
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Agstn  in  eveiy  factory  there  aie  repair  operations,  which 
an.  generally  speaking,  either  machine  shop  opeiations  ur 
carpenter  shop  opeiations,  to  which  the  accounting 
methods  of  machine  shops  conform ;  while  in  the  larger 
factories  of  every  industry  there  are  larger  or  smaller 
machine  shops  for  corutruction  and  repair  work. 

And,  generally  speaking,  there  is  in  every  factory  the 
development  and  utilisation  of  power,  the  accounting  for 
whdch  13  largely  an  engineering  problem,  and  may  best  bs 
considered  in  connection  with  the  industiy  in  which  the 
power  equipment  is  produced  and  over  vdiich  the 
mechanical  engineer  especially  presides. 

Again,  the  stCHrehonses  of  the  various  industries  are 
subject  to  many  conditions  i^ich  seem  peculiar  to  them- 
selves, but  which  are  rarely  radically  different  from  the 
conditions  existing  in  machine  shop  storehouses. 

So  that  it  seems  plain  that  in  every  industry  a  thorough 
accounting  must  be  in  part  accomplished  by  the  methods 
necessary  in  machine  shops,  while  in  every  industry  there 
must  be  made  departures  to  faithfully  follow  operations 
which  are  unlike  machine  shop  operations.  A  clear  per- 
ception of  the  similarities  and  the  dissimilarities  is  one  of 
the  great  essentials  to  the  practice  of  factory  accounting. 
The  fundamental  principle  is  always  the  same — namely, 
the  principle  of  makinf  a  record  sufficiently  full  to  con- 
stitute a  clear  accounting  for  the  factory  expenditure ;  and 
the  object  of  the  accounts  is  always  the  same — namely,  to 
eliminate  waste  from  the  operations.  This,  then,  may  be 
said  to  be  the  purpose  of  all  factory  accounting :  to  pro- 
duce records  in  which  waste  shall  be  plainly  shown  as 
waste. 

It  cannot  be  perfectly  accomplished,  because  waste  in 
factories  is  of  too  complex,  or  rath^  of  too  obscure  and 
elusive,  a  character.  To  perfectly  economical  production 
there  are  two  things  principally  necessary,  and  the  vital 
im[>ortance  of  neither  one  nor  the  other  seems  ever  fully 
appreciated — the  first  is  the  full  utilisation  of  factory 
capacity,  and  the  second  the  development  of  mutual 
interest  between  employer  and  employee.  The  first  of 
these  is  quite  properly  a  subject  fc^  factory  accounting,  and 
the  second  at  least  to  the  extent  that  accountii^  may  help 
to  determine  the  true  conditions  of  mutual  interest. 

It  may  almost  be  said  that  economy  in  production  is 
attained  if  this  single  condition  is  fulfilled— namely,  that 
factory  capacity  be  fully  utilised.  This  does  not  mean 
merely  that  every  machine  shall  be  in  constant  operation, 
but  thait  it  shall  be  constantly  operated  to  the  maximum 
advantage.  If  materials  worked  upon  are  spoiled  the 
factory  capacity  that  has  been  en4)loyed  upon  them  is 
wasted.  If  a  machine  is  employed  upon  less  important 
work  than  that  for  which  it  was  designed  and  is  fitted,  ks 


capacity  is  partly  wasted.  If  labouc  or  management  is 
inefficient  and  a  machine  is  slackly  operated,  or  the  pro- 
cesses are  ill  arranged,  capacity  is  wasted. 

When  it  is  bori^  in  mind  that  the  capacity  of  the  bnsi- 
ness  organisation  is  limited  by  the  ci^acity  of  the  factory, 
and  that  machinery  and  organisation  expenses  constitute 
an  ever-increamng  percentage  of  the  cost  of  the  product, 
the  vital  importance  of  the  fullest  possible  utilisation  of 
factory  capacity  begins  to  be  plain.  And  it  is  useful  to 
bear  in  mind  that  it  is  through  the  study  of  the  factory 
capacity,  and  through  the  accounting  that  may  be  set  up  in 
relation  to  it,  that  the  most  perfect  test  of  efficiency  is 
arrived  at. 

The  aim  of  the  modem  developments  of  machinery  has 
been  to  reduce  the  labour  required  in  the  immediate  pro- 
cesses of  manufacturing.  That  is  to  say,  in  order  to  manu- 
facture goods  of  a  certain  cleiss  it  is  found  to  be  most 
economacal  to  first  expend  labour  in  the  production  of 
machinery,  and  to  expend  labour  very  foeely  in  the  pro- 
duction of  machinery  of  ho^  efficiency,  and  tlien  to 
expend,  relatively  to  what  would  otherwise  have  been 
necessary,  very  little  labour  in  producing  the  goods  by  the 
operation  of  the  machinery.  The  investment  in  machinery 
and  itbe  expenses,  other  than  labour,  attacbdng  to  its 
operation  are  systematically  increased-  Everything  then 
depends  upon  whether  the  plant  is  so  operated  as  to  secure 
the  final  economy  that  has  been  aimed  at.  To  provide 
that  it  shall  be  so  operated  a  more  or  less  expensive 
organisation  has  to  be  created.  Two  heavy  expenses'are 
thus  incurred :  First,  machinery  expense ;  second,  o^an- 
isation  expense.  But  if  the  machdoery  is  fitted  for  its  pur- 
pose and  the  organisation  is  efficient,  a  product  is  obtained 
at  a  lower  final  cost  than  is  possible  under  conditions 
which  do  not  include  tbese  large  preliminary  outlays. 

It  is  these  altered  conditions  that  makes  necessary  the 
modem  systematic  factory  accounting.  The  old  methods 
are  obviously  inadequate,  and  as  means  of  determining 
costs  are  simply  a  failure,  because  accurate  cost  figures 
cannot,  under  the  newer  conditions,  be  arrived  at  by  them. 

[n  the  first  of  the  lectures  alluded  to  somewhat  extended 
reference  was  made  to  two  works.  The  first  is  Garcke  ft 
Fdls'  "  Factory  Accounting,"  published  in  London  in  1SS7, 
an>d  the  second  a  series  of  six  articles  written  by 
Mr.  A.  Hamilton  Church  and  published  in  the 
"Engineering  Magazine"  from  July  to  December  1901, 
under  the  title  of  "The  Proper  Distribution  of  the  Factory 
Expense  Burden."  Messrs.  Garcke  ft  Fells'  book  was 
probably  the  first  serious  attempt  to  give  systematic 
accuracy  to  factory  records  by  embodying  in  them  the 
principle  of  dooble-entxy  bookkeeping,  and  it  also  went 
far  to  indicate  the  varied  and  practical  uses  of  modem 
factory  accounting.  Mr.  Oh^rbh^A^tnles,  written  ^th  an 
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anginOTT's  knowledge  of  modem  machine  shop  condiAtons, 
constitute  an  exceedingly  valuable  and  relatively  ezliaus- 
tive  essay  upon  the  subject  indicated  by  thedr  title. 

Messrs.  Garcke  ft  Fells  described  the  methods  prevailing 
at  the  time  their  book  was  written.  They  said  that  some 
manoiactorers  added  a  percentage  to  "prime  cost " — i.e., 
the  cost  of  mateiial  and  direot  labour — and  some  added 
one  percentage  to  materials  and  another  to  direct  labour, 
and  some  a  sii^le  percentage  to  direct  labour.  They  speak 
also  of  some  exiting  use  of  machine  rates — i.e,,  chai^ges 
per  hour  for  the  use  of  the  vardous  machines — and  they 
outline  a  method  of  determining  and  uaing  machine  rates. 
According  to  this  ntethod  there  were  taken  into  considera- 
tion the  original  cost  of  the  machine,  its  estimated  hours 
of  working  life,  its  cost  of  maintenance,  and  its  residual 
value ;  and  a  "  Plant  Ledger "  was  to  be  kept  with  an 
account  for  each  machine,  and  these  accounts  were  to  be 
charged  yriHx  original  cost  and  with  maintenance  expendi- 
toxe,  and  credited  with  the  machine  rates  dialled  in  the 
Cost  Accounts,  treating  then  the  balances  of  each  machine 
account  as  the  present  value  of  the  machine.  It  will  be 
seen  that  this  involved  charging  all  repairs  to  the  Capital 
Plant  Accounts  in  the  general  books,  and  writing  ofi  depie- 
ciatioa  rates  which  vronld  cover  both  repairs  and  the 
depreciation  wloch  goes  on  in  spite  of  repairs. 

Messrs.  Gazcke  ft  Fells'  preference  was  evidently  for  the 
use  of  these  machine  rates  to  charge  Cost  Accounts  with 
the  expenses  of  the  maintenance  and  depreciation  of  the 
machines  actually  employed  in  productioQi  and  as  to  all 
other  factoiy  general  charges  to  periodically  ascertain  their 
total  and  to  distribute  this  as  a  percentage  upon  the  direct 
labour  expenditure,  chafing  the  various  Cost  Accounts 
accordingly. 

As  has  already  been  said,  there  is  in  modem  factory 
development,  along  with  the  reduction  of  the  direct  cost  of 
processes,  a  tendency  to  increased  indirect  or  organisation 
expenses ;  and  wi&  ibe  reduction  of  direct  labour  there  is 
inevitably  increased  plant  expense.  At  tiie  time  Messrs. 
Garcke  ft  Fells  published  their  book  they  said  that  many 
manufacturers  were  still  content  to  take  out  "  prime  cost " 
merely — i.e.,  only  the  expense  of  materials  and  direct 
labour.  Evidently  these  manufacturers  were  following 
methods  that  belonged  to  earlier  conditions  of  the  manu- 
facturing industries  when  machine  and  organisation 
expenses  were  relatively  small  factors  in  the  cost  of  pro- 
duction, and  more  progressive  manufacturers  were  giving 
some  careful  conaderation  to  the  manner  in  wbich  machine 
and  oigaoisation  expense  actually  entered  into  the  costs 
of  the  various  products.  As  thea  machine  tools  were  more 
highly  dewloped,  and  as  factories  were  organised  on  a  still 
larger  scale,  it  gradually  became  plain  that  with  only  the 
cost  of  materials  and  direct  labour  actually  detMmined. 


and  with  ever-increasing  items  of  macMne  and  organisa> 
tion  ezpenMS  roughly  and  axUtrarily  distributed,  the  cost 
figures  arrived  at  meant  little  or  nothing. 

If  manufacturers  generally  were  slow  to  realise  tfie  effect 
of  the  changed  conditions  t^n  necessary  methods  of 
calculating  costs,  it  had  been  noted  elsewhere  and  plainly 
set  out.  Professor  Davidson.,  of  the  University  of  New 
Brunswick,  in  a  book  entitled  "The  Baigain  Theory  of 
Wages,"  published  in  1898,  said:  "Labour  cost  witliout 
''machinery  is  a  different  thing  from  labour  cost  with 
"machdnery.  We  must  include  in  the  real  labour  cost  of 
"production  in  machinery  industry  the  cost  of  the  labour- 
"  saving  machine — that  is,  the  expenses  of  its  working,  and 
"the  contribution  to  the  sinking  fund  to  replace  the 
"machine.  Machinery  has  to  a  large  extent  reduced  Ae 
"nominal  labour  cost,  but  statistics  are  lacking  to  show 
"how  far  the  real  and  complete  labour  cost  has  been 
"reduced." 

The  necessities  of  the  new  situation,  as  far  as  machine 
shops  are  concerned,  were  very  fully  considered  and  dealt 
with  in  Mr.  Church's  articles  in  the  "Engine^ng 
^tagazine,"  already  referred  to.  Mr.  Church  deals  with 
the  various  older  methods  of  distributing  indirect 
expenses,  and  makes  very  plain,  as  indeed  it  is  not  difficult 
to  do,  their  inadequacy  and  Ibeir  random  character  in 
relation  to  modem  shop  conditions.  He  then  proceeds 
to  develop  a  machine  rate  that  shall  express  the  faonrly 
cost  of  the  machine  as  nearly  as  possible  in  the  same  way 
that  a  workman's  hourly  rate  expresses  the  cost  of  his 
labour.  Urns  is  done  by  simply  compiling  the  cost  of  pro- 
viding a  given  machine,  together  with  all  its  accessories, 
and  under  working  conditions.  The  capital  investment  is 
represented  in  tlbis  cost  by  an  interest  charge.  The  annual 
expense  arrived  at  is  reduced  to  an  expense  per  hour.  Then 
the  time  a  machine  is  taken  up  a  given  job  is  recorded, 
and  the  job  is  chained  with  so  many  hours  at  so  much  per 
hour. 

It  is  proposed  to  carefully  consider  two  features  of  Mr. 
Church's  plan.  The  first  is  the  inclusion  of  interest  on 
investment  of  capital  as  part  of  the  cost  of  production; 
and  the  second  is  the  "Supplementary  Rate,"  by  which 
Mr.  Church  takes  up  and  chafes  against  the  [Mroducts  the 
expenses  running  against  the  machines  in  idle  hours. 

The  first  of  these  deserves  careful  consideration,  because 
it  has  not  been  customary  to  include  interest  on  c^tal 
in  cost  of  production,  and  the  idea  of  doing  so  is  one  that 
both  manufacturers  and  accountants  commonly  feel  some 
reluctance  to  adopt.  Yet  its  inclusion  is  essential  to  an 
accurate  distinction  between  varying  costs. 

Nor  apparently  has  interest  00  capitaTlieen  omitted  from 
the  cost  of  production  withtyiS'fi^Stt'^iartful  (icrtis^pration 
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Messrs.  Garcke  &  Fells  say:  "The  establishment  charges 
*  and  interest  on  capital  should  not  in  any  case  form  part 
'of  the  cost  of  production — there  is  no  advantage  in  dis- 
"tributing  these  items  over  the  various  transactions." 
And  again :  "  The  principals  of  a  business  acquainted  with 
"its  details  can  always  judge  what  percentage  of  gross 
"profit  upon  cost  is  necessary  to  cover  fixed  establishment 
"chaises."  As  related  to  interest  on  capital  this  is  true 
under  simple  conditions,  and  becomes  very  doubtful  under 
the  complex  conditions  of  a  laiige  plant  with  a  varied  equip- 
ment and  a  varied  output.  It  is  obvious  that  in  different 
industries  there  is  a  very  different  ratio  between  a  given 
rate  of  interest  upon  the  capital  employed  and  tiie  other 
costs  of  production.  In  other  words,  in  order  to  pay  a 
given  rate  of  return  upon  the  capital  invested,  a  much 
larger  percentage  of  profit  ia  necessaxy  in  some  industries 
than  in  others.  Every  manufacturer  knows  what  rate  of 
profit  he  must  make  in  order  to  get  a  certain  return  upon 
his  capital.  Suppose  now  that  a  large  plant  includes  what 
elsewhere  exists  as  several  separate  industries,  foundries, 
fo^es,  machine  shops,  carpenter  shops,  and  so  on,  and 
suppose  that  the  output  of  these  departments  is  not  always 
combined  in  something  like  similar  proportions  in  the 
findshed  product,  but  that  the  product  may  even 
occasionally  be  Qiat  of  a  single  department.  To  apply 
always  an  average  percentage  of  profit  as  necessary  may 
be  to  introduce  into  a  competing  price  on  certain  articles 
a  figure  that  does  not  belong  to  the  .single  industry  in 
which  these  articles  are  produced,  and  which  does  not 
exist  for  competitors  who  are  engaged  in  the  single 
industry.  Or  suppose  that  a  concern  has  two  competitors, 
one  making  one  class  of  goods  and  another  m.iking  another 
class,  and  that  these  two  competitors  employ  capital  in 
different  proportions  to  output.  Each  knows  "what  per- 
centage of  profit  upon  cost  is  necessary,"  and  in  the  two 
cases  it  is  not  tho  same.  But  the  single  concern  producing 
both  classes  of  goods  knows  only  one  percentage.  It  is 
plain  where  Uie  advantage  Lies  in  accurate  knowledge  of 
costs  and  in  making  competing  prices. 

Again,  the  same  goods  made  with  equal  economy  by  two 
concerns  should  naturally  have  the  same  cost  price.  But 
if  one  rents  what  another  owns,  perhaps  by  means  of 
having  borrowed  money  upon  which  it  pays  interest,  either 
one  must  exclude  rent  from  its  cost  or  the  other  must 
include  interefrt  on  capital,  or  one  will  have  one  cost  price 
and  the  other  another.  In  such  a  case  to  include  interest 
on  capital  might  not,  and  probably  would  not,  absolutely 
equalise  conditions,  but  it  does  so  as  far  as  is  possible  in 
accordance  with  existing  facts. 

In  order  to  simply  illustrate  a  matter  like  "Bus  it  is  neces- 
sary to  take  its  simpler  phases.  But  in  large  and  complex 
manufacturing  concerns  the  variations  in  the  relationship 


between  interest  on  capital  employed  and  other  costs  an 
not  simple  and  obvious,  but  often  numerous  and  obscure, 
and  it  follows  that  a  uniform  addition  to  other  costs  in 

order  to  provide  remuneration  for  capital  employed  in  pro- 
duction will  not  result  in  a  true  statement  of  total  cost  or 
a  just  basis  for  selling  prices. 

The  second  feature  of  Mr.  Church's  plan  that  it  is  neces- 
sary to  consider  carefully  is  the  "Supplementary  Rate," 
by  which  the  expenses  attaching  to  idle  machines  are  dealt 
with.  Mr.  Church's  supplementary  rate  includes  otfan' 
charges  in  addition  to  idle  machine  charges,  but  it  is  m 
relation  to  the  latter  that  it  is  considered  here.  For  the 
sake  of  clearness  it  will  be  well  to  explain  first  exactly  how 
the  machine  rate,  which  runs  against  the  machine  whether 
it  is  operated  or  idle,  is  built  up. 

The  first  consideration  is  the  cost  of  factoty  floor-space. 
This  cost  consists  of  interest  on  the  investment  in  land 
and  buildings,  repairs  and  depreciation  on  buildings,  and 
the  expense  of  heating  and  lighting  buildings.  If  all  the 
factory  space  is  of  similar  character,  the  cost  of  the  square 
foot  of  floor-space  is  arrived  at  by  dividing  the  total  cost 
by  the  total  square  feet.  It  is,  however,  plain  that  if  for 
some  special  purpose  a  room  having  additional  height  were 
necessary,  there  would  be  increased  cost  of  providing 
flooi-space  in  such  a  room.  And  if  a  building  of  one  story 
were  needed,  to  coml»ne  with  ground-floor  space,  over- 
head light,  and  ventilation,  the  investment  and  tiie 
expenses  per  square  foot  of  floor  .^pace  in  such  a  building 
would  be  very  much  increased.  When  the  total  expense  of 
factory  space  is  arrived  at,  it  is  not  especially  difiScult 
upon  careful  examination  to  make  the  distinctions  neces- 
sary in  order  to  determine  flie  cost  that  property  attaches 
to  each  building  and  to  each  room.  Such  distinctions  are 
constantly  made,  and  probably  with  great  accuracy,  for 
the  purpose  of  fixing  rents. 

In  the  case  of  a  machine  shop  the  space  occupied  by  each 
machine  has  next  to  be  determined,  in  order  to  include  in 
the  machine  rate  the  anmber  of  square  feet  of  floor  space 
occupied,  at  the  cost  per  square  foot.  This  is  the  first 
item  in  Urn  machine  rate. 

Then  follows  the  expenses  of  the  machine  itself.  Interest 
on  the  investment  in  the  machine,  the  annual  repairs  and 
depreciation  charge,  and  other  expenses  which  upon 
thorough  analysis  of  the  expense  accounts  are  found  to 
attach  to  the  individual  machines,  or  to  be  capable  of 
being  apportioned  to  them.  It  is  not  necessary  to  go  into 
these  for  the  immediate  purpose,  and  they  will  be  dealt 
with  fully  in  due  couxse.  The  expense  of  power  gives  a 
separate  rate  only  chargeable  to  the  machine  miming. 

The  total  of  the  expenses  to  be  included  in  the  machine 
rate  being  arrived  at.  it  4Si|li«i^6dyl^L:tlte)iat^  Liking 
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hours  in  the  year,  less  a  reaiionable  dedoction  for 
minimum  lost  time,  and  the  hourly  rate  for  the  machine  is 
arrived  at. 

If,  then,  a  machine  is  idle  for  a  day  or  a  week  the 

expenses  which  attach  to  that  machine  during  that  idle 
time  have  to  be  disposed  of,  and  Mr.  Church  includes  them 
with  the  quite  indirect  and  general  expenses  of  the  shop, 
and  divides  the  total  by  the  number  of  machine  hours 
operated,  and  the  rate  so  arrived  at  is  added  to  the  machine 
charges  in  the  Cost  Accounts  for  jobs  worked  upon.  Mr. 
Church  lays  emphasis  on  the  fact  that  the  rise  or  fall  of 
the  supplementary  rate  indicates  the  fuller  or  slacker 
operation  of  the  shops,  and  provides  perhaps  certain 
other  gauges  of  efficiency. 

It  is  one  of  the  purposes  of  these  articles  to  advocate  a 
different  method  of  dealing  with  the  expenses  of  factory 
capaaty  idle. 

It  has  been  seen  that  the  great  reason  for  including 
interest  on  capital  in  the  cost  of  products  is  that  then, 
whatever  the  peculiarity  of  circumstances,  the  method  is 
almys  adjusted  to  fhem,  and  costs  are  always  stated  on  a 
single  and  sound  basis.  We  need  to  deal  with  the  cost  of 
factory  capaci^  idle  by  a  method  for  which  the  same  thing 
can  be  said. 

Obviously  no  method  can  fulfil  this  condition  that  pro- 
vides for  charging  into  the  cost  of  products  the  expense  of 
factory  capacity  idle.  The  cost  figure  for  any  article 
depends  then  for  one  thing  upon  certain  arbitrary  divisions 
of  time.  If  the  distribution  is  made  monthly  an  article  pro- 
duced in  the  first  week  of  the  month  will  have  its  cost 
increased  by  machinery  being  idle  in  the  last  week.  If  the 
distribution  is  semi-monthly  this  would  not  be  the  case. 
Xo  article  produced  in  the  month  would  have  the  same  cost 
under  the  monthly  as  unden:  the  semi-monthly  distribution. 
This  aspect  of  the  matter  would  possibly  not  be  of  great 
importance  if  all  goods  were  made  for  immediate  sale,  and 
consequently  a  cost  statement  were  seen  oiu:e  for  wiiat  it  is 
and  then  disposed  of.  But  in  machine  shops  a  considerable 
part  of  the  manufacture  is  of  standardised  pjuts  for  Ae 
storehouse,  and  these  go  into  store  at  their  cost  figures,  and 
later  on  are  drawn  out  witih  other  parts  and  assembled. 
If  in  the  cost  of  each  part  there  is  the  evor  varying  accident 
of  the  charge  for  machines  not  operated  in  one  month  or 
another,  the  final  cost  of  an  assembled  article  is  not  of  a 
known  ciiaracter — it  may  include  much  or  little  expense 
for  machines  idle.  An  economy  might  have  been  effected 
in  its  production  since  the  last  time  it  was  made,  and  it 
might  yet  ^ow  a  bigfaer  cost.  Everything,  of  course,  is 
traceable,  but  in  actual  practice  there  is  not  time  to  trace 
everything.  Moreover,  to  trace  such  a  difference  would 
only  be  to  arrive  at  facts  that  had  already  been  known  at 


the  proper  time,  and  cost  figures  should  not,  if  it  can  be 

avoided,  raise  questions  uselessly. 

But  there  are  other  conditions  under  which  the  attempt  to 
take  up  in  the  cost  prices  of  products  all  expenses  of 
factory  capacity  idle,  results  in  producii^  figures  that  are 
without  significance  and  can  only  cause  confusion  and 
error.  Such  conditions  exist,  for  instance,  when  a  new 
producer  enters  the  market.  Factory  capacity  has  been 
created  and  put  into  operation,  and  the  competition  of 
older  concerns  has  to  be  met  with  the  most  careful  judg- 
ment. The  factory  output  is  necessarily  small  at  the  very 
first.  What  is  the  cost  of  the  product  during  that  period 
in  which  operations  are  being  gradually  increased? 
Possibly,  in  one  sense,  it  is  such  figures  as  will  absorb  all 
the  factory  expenses,  but  it  will  serve  one's  purpose  just 
as  well  to  know  that  fact  in  bulk  as  in  detail,  and  if  one 
has  Factory  Accounts  they  s'joald  sliow  something  different 
from  this. 

If  the  Factory  Accounts,  under  such  circumstances,  aim 
to  determine  the  proper  and  necessary  cost  of  the  product 
by  separating  the  cost  of  that  capacity  which  is  as  yet  not 
used,  they  will  give  figures  disentangled  from  the  tempo- 
rary and  unavoidable  condition  of  under-operation.  Such 
figures  will  determine  whether  proper  conditions  have  been 
created  in  the  factory,  and  whether,  subject  only  to  selling 
a  full  output,  one  can  manufacture  at  a  profit  or  whether 
defects  in  equipment  or  processes  need  remedying. 

What,  then,  is  to  be  done  under  these  and  under  any 
iither  circumstances  with  the  expenses  of  factory  capacity 
idle?  What  treatment  of  the  matter  will  keep  one's  cost 
figures,  in  relation  to  this  also,  always  on  a  single  and 
sound  basis? 

If  &ete  exists  in  a  factory  a  recurring  loss  of  a  certain 
character,  not  necessarily  incident  to  the  turning  out  of 
the  factory  product,  but  on  the  other  hand  an  avoidable 
loss,  or  at  least  a  loss  that  will  be  greater  or  less  accord> 
ing  to  ihe  efficiency  of  the  shop  or  commercial  manage- 
ment, the  best  way  to  treat  that  loss  in  the  books  is  to  open 
a  separate  and  conspicuous  account  for  it,  and  it  would  be 
worth  while  to  open  such  an  account  for  the  expense  of 
''Factory  Capacity  Idle,"  even  if  it  were  proposed  after- 
wards to  absorb  it  into  the  cost  of  products.  It  is  in  this 
case  not  proposed  to  absorb  it  into  the  cost  of  products, 
but  to  keep  the  costs  of  the  products  of  the  factory  operated 
and  the  cost  of  the  factory  idle  separate  from  one  another. 

The  full  operation  of  a  factory  depends  upon  engineering 
and  commercial  efficiency,  and  upon  efficiency  of  shop 
management.  If  the  cost  of  falling  short  of  full  opraation 
is  constantly  and  clearly  stated,  the  anits  of  idle  capacity 
being  identified  and  the  causes  traceable,  there  is  created 
entirely  new  likdifaood  thiU  effecti^e^eme^es  IwUl  be 
applied.  Digitized  by  VjOOQlC 
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Itis  the  diatdnguiahii^  mark  of  a  trae  method  tiiat  it  does 

not  merely  accomplish  aa  unmediate  desired  end,  but  that 
all  its  remoter  operation  is  beneficial,  in  ways  foreseen  and 
in  ways  unforeseen.  The  abandonment  of  percentages 
making  a  simply  inaccurate  distribution  of  certain 
expenses,  and  the  substitution  of  the  individual  machine 
charge,  lead  to  the  exact  statement  of  capacity  unused,  and 
this  sets  at  work  influences  tending  to  bring  that  unused 
capacity  into  operation.  This  it  does  first  by  relieving  cost 
prices  of  a  burden  that  does  not  belong  to  tliem,  thereby 
creating  immediately  a  better  condition  commercially,  and 
next  by  bringing  into  plain  view  the  cost  of  idle  factory 
capacity,  and  making  it  possible  to  trace  its  causes  and  to 
fix  lesponsibility  for  it>  and  to  secure  earnest  and  well- 
directed  efforts  to  remedy  it.  It  will  be  seen  when  the 
possibilities  of  the  organisation  of  other  departments  are 
considered  that  l^e  mere  fact  of  there  being  a  record  of 
idle  machines  will  tend  to  bring  tiiem  into  use  by  securing 
a  more  even  distribution  of  work  thronghout  shops  and 
Ibrouc^out  a  period  of  time.  And  finally  there  will  be 
noted  the  effect  of  it  all  upon  the  steady  employment  of 
labour,  in  simple  illustxation  of  the  principle,  which  we 
diall  later  on  see  operating  in  equally  certain  but  less 
obvious  ways,  tiiat  the  interests  of  the  employer  and  the 
employed  are  not  antagonistic,  but  are  one. 

In  the  succeeding  ajticles  it  is  proposed  to  deal  in  detail 
with  the  organisation  of  the  shop  accounts  and  records, 
and  with  their  uses. 


Xe^al  9tu&fe0  an&  Universities. 


{From  Tlu  Lam  Journal.) 

The  Lord  Chief  Justice  presided  on  the  7th  inst. 
at  an  inaugural  lecture  delivered  by  Sir  Thomas  Raleigh 
at  King's  College  on  "Legal  Studies  in  the  University  of 
London."  Among  those  present  were  LtM'd  Justice 
Cozeoa-Hardy,  Sir  John  Macdonnetl,  Sir  Albert  Rollit, 
Dr.  Blake  Odgers,  K.C.,  Mr.  English  Harrison,  K.C., 
Mr.  Vezey  Fitzgerald,  K.C.,  Mr.  Boydeil  Houghton^  Pro- 
fessor Jenks,  and  Mr.  Daily  Saunders. 

Sir  Hiomas  Raleigh  said  that  the  University  of  London 
was  inaugurating  a  new  scheme  of  lectures  in  law,  the 
object  of  which  was  to  combine  &e  teaching  resources  of 
Uniwsi^  College,  King's  College,  aiul  the  London 
School  of  Economics.  There  was  a  need  for  a  place  near 
the  Law  Courts  where  teachers  and  students  could  meet. 
Me  placed  the  professional  students  in  thjree  categories. 
In  the  first  wave  the  intending  members  of  the  solicitors' 
profession,  who  entered  on  their  office  work  as  aeon  as 
^hegr  left  Bchool.    In  the  second  were  those  intending 


members  of  the  solicitors*  profession  idio  w«re  University 
men  and  went  to  office  work  at  a  latM  age.  In  the  third 
category  were  those  who  were  reading  for  the  Bar.  The 
present  scheme  of  lectures  and  tutorial  instruction  was  in 
some  points  open  to  criticism.  The  Inns  of  Court  had  con- 
sistently  refused  to  enter  into  co-operation  with  other 
persons  interested  in  legal  study.  They  had  refused  to 
accept  Oxford  University  examinations  in  certain  subjects, 
and  in  1900  the  Inns  of  Court  would  not  go  into  the  London 
University  scheme.  He  thought  the  Inns  of  Court  should 
extend  their  present  limits,  alter  the  constitution  of  the 
Council  of  Legal  Education  so  as  to  give  those  engaged 
in  teaching  law  a  fair  share  of  administrative  power,  take 
an  interest  in  l^al  education  everywhere,  and  make  some 
effort  to  revive  something  of  the  coll^ate  life  of  their 
ancient  societies. 

The  Lord  Chief  Justice,  in  moving  a  vote  of  thanks  to 
Sir  Thomas  Raleigh,  doubted  whether  it  was  possible  to 
restore  the  old  domestic  atmosphere  of  the  Inns  of  Court. 
Students,  however,  had  the  advantage  of  advice  in  their 
work.  He  could  never  be  a  party  to  any  scheme  which 
side  by  side  with  educational  reform  contemplated  a  great 
constitutional  change  in  the  Inns  of  Court  or  in  the  relation 
of  banister  and  solicitor.  To  combine  the  two  branches  of 
the  precession  would  be  a  retrograde  step.  Let  them 
make  the  transition  from  one  branch  to  the  other  as  easy 
as  they  pleased,  but  let  them  maintain  the  marked  dis- 
tinction which  existed  between  the  position  of  the  advocate 
and  that  of  the  solicitor.  He  sincerely  hoped  that  whatever 
changes  were  made  with  r^ard  to  legal  study  they  would 
be  made  supplementary'  to  general  education.  They  would 
do  harm  to  the  profession  if  legal  knowledge  were  given 
at  the  expense  of  general  education.  He  thought  that  too 
little  recognition  was  given  by  the  Iims  of  Court  to  the 
study  of  law  as  a  science,  and  he  would  encourage  th« 
scientific  study  of  tiie  theory  of  the  law  as  a  branch  of 
legal  education  before  starting  on  the  actual  work  of  life. 
He  was  in  favour  of  the  Inns  of  Court  recognising 
University  examinations  in  such  branches  of  the  lav  as 
could  properly  be  studied  at  the  University.  Bui  it  was 
the  distinct  province  of  the  Inns  of  Court  and  the  Law 
Society,  which  they  ought  to  maintain  as  their  right,  to  see 
that  a  man  was  qualified  for  the  active  work  of  the 
profession. 

Lord  Justice  Cozens-Hardy,  in  seconding  the  motion, 
said  he  was  not  quite  sure  that  Sir  Thomas  Raleigh  had 
done  justice  to  the  present  work  of  the  Couiv:il  of  Legal 
Education.  They  had  appointed  a  director  of  legal 
studies  who  was  ready  always  to  give  assistance  to  the 
students,  who  came  from  all  parts  of  the  world.  The 
Council  were  fully  alive  to  Hhe  importan^of  post-graduate 
studies,  and  had  already  j^f^f^^y^^^^Qoit. 
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graduate  lectures  on  the  hij^er  branches  of  jurisprudence 
by  Professor  Bate,  and  on  the  various  laws  of  our  Indian 
domimona  1^  one  of  the  most  competent  men  in  the 
country. 

Sir  Albert  Rollit  supported  the  motion,  which  was 
carried. 


Ube  SoUcitor'0  prebicament. 


Am  amusing  episode  occurred  at  the  Shoreditch  County 
Court  recently.  A  case  was  being  called  on,  when  it  was 
discovered  that  the  defendant's  solicitor  was  absent,  and 
it  was  explained  that  he  could  not  attend  for  some  time. 

The  plaintiff's  solicitor  said  he  would  not  wait-^is  time 
was  too  precious. 

The  Judge ;  Of  course,  if  you  insist,  I  can  only  ask  you 
to  give  formal  evidence  of  the  debt,  and  enter  judgment 
for  you.  Call  your  client. 

The  name  was  called  all  over  the  Court  and  outside,  but 
tiiere  was  no  answer. 

The  Judge  (laughing  heartily) :  What  do  you  think  of  the 

situation  now? 

The  Solicitor  (confused) ;  He  was  here  a  few  minutes 
ago. 

The  Judge:  Very  likely,  but  do  you  think  my  time  is 
precious?  Now  I  suppose  you  feel  much  more  kindly  dis- 
posed towards  your  absent  opponent?  (Laughter.) 

The  Solicitor :  I  will  wait  for  him  now,  if  you  like. 

The  Judge :  You  are  pleased  to  give  way  now,  because 
you  know  I  ought  to  strike  the  case  rig^t  out,  as  the  plain- 
tifi  is  not  here,  and  your  client  should  lose.  You  look  as 
though  you  are  hoist  by  yotu:  own  petard.  I  will  overlook 
it  this  time,  though,  and  adjourn  it  to  last  in  the  list. 

The  Solicitor :  I  thank  your  Honour. 


Review. 


Note  M  the  Prlaciplea  of  Bookkeeping  and  Modern 
Metbode  applied  to  Lawyer^  Transactions. 


By  Thouas  Johh  Millak,  M.A..  LL.B.,  C.A. 

Edinburgh,  igo6 :  Geoiigs  Waterston  ft  Sons. 

This  little  handbook  contains  a  discussion  of  consider- 
able interest,  to  those  who  concern  themselves  with 


Solicitors'  Accounts,  as  to  the  suitability  of  Card  and 
Loose-leaf  Ledger  systems  to  lawyers'  offices.  The  general 
conclusion  drawn  is  apparently  distinctly  in  favour  of 
these  modem  labour-saving  appliances,  and  there  is  no 
doubt  a  good  deal  to  be  said  for  the  arguments  put 
forward  by  Mr.  Millar.  Per  centra,  however,  we  should 
like  to  point  out  that  the  abandonment  of  bound  books 
must  always  be  attended  by  some  element  of  danger 
wherever  the  bookkeeping  staff  is  not  composed  of  properly 
trained  bcx>kkeepers ;  and  inasmuch  as  the  expression 
•'properly  trained"  cannot  in  truth  be  applied  to  a  very 
considerable  number  of  the  costing  clerks  employed  by 
solicitors  to  keep  their  books,  it  seems  to  us  desirable  that 
the  possible  drawbacks  of  any  application  of  the  Slip 
system  should  be  carefully  considered  before  it  is 
installed,  in  deference  to  the  atgiunents  put  forward  in 
its  favour.  Our  own  view  is  that  in  such  a  case  it  may  well 
be  found  safer  to  adhere  to  the  old<fashioned  bound  book 
for  Ledger  purposes,  but  that  many  economies  can  be 
effected  by  the  employment  of  the  Slip  system  for  books  of 
first  entry,  and  in  particular  in  the  compilation  of  draft 
biUs  of  costs  and  accounts  of  disbursements. 


Aeetinas  tor  tbe  ensntng  Weeft. 


Tuesday— lu&TnVTE  op  Charterbd  Accountants. — Inter- 
mediate Examination ;  Students  Societies'  Grants 
Committee,  at  3  p.m. 

Wtdnesday — Institutk  of  Charterbd  Accountants. — 
Intermediate  Examination. 

London  Chartbrbd  Accountant  Students  Society. 
— Lecture,  *'  Local  Authorities  and  their  Finance," 
by  Mr.  T.  H.  Clare,  at  the  Hall  of  the  Instilute. 
Moorgate  Place  ;  6  p.m. 

Bristol  Chartered  Accountants  Students' 
Society.— X^ture,  "  Percentage  Statements  of  Cost 
as  ^lied  to  various  Bnunesses,"  by  Mr.  W.  H. 
Fox,  F.C.A.,  at  the  Library  of  the  Society,  Albion 
Chambers,  Bristol. 

Thursday — Liverpool  Chartered  Accountants  Students* 
Association. — Lecture,  "  An  Executor  Trustee,"  by 
Mr.  G.  H.  Asfawortb,  A.C.A.,  at  the  Library,  3  Lord 
Stieet 6  p.m. 

Glasgow  Chartered  Accountants  Students' 
Society.— Lecture,  "  Special  Points  arising  in  the 
Audit  of  the  first  Balance  Sheet  of  a  Limited  Com- 
pany formed  to  acquire  a  Goine^^siness,"  by  Mr. 
Matthew  Mitchell,  CAgitized  by\jOOQlC 
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fsmxcB  an&  Sills  ot  Sale  in  England 
anb  TRAales. 


According  to  Kemp's  Mercantil*  Gauile,  the  total  number 
of  commercial  fallares  recorded  in  England  and  Wales 

during  the  week  ending  Friday,  Nov.  glh,  was  172,  viz. : — 
New  Bankruptcy  Proceedings  publistied  in  tlie  London  GatttU, 
go  :  Deeds  of  Arrangement  registered,  8z.  The  respective 
numbers  in  the  corre^ionding  week  of  last  year  were : 
Bankroptcies,  92 ;  Deeds  of  Arrangement,  97— total,  189  ; 
being  a  decrease  of  17.  The  total  number  of  commercial 
failures  recorded  during  the  45  weeks  of  the  present  year  is 
7,229;  the  total  number  recorded  in  the  corresponding  45 
weeks  of  last  year  was  7,740,  showing  a  decrease  of  511. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Nov.  9th,  was  155.  The  number  in  the  corresponding  week 
of  last  yeax  was  183,  showing  a  decrease  of  28.  The  total 
number  filed  during  the  45  weeks  of  the  present  year  is 
6,598 ;  the  totaj  number  filed  in  the  corresponding  45  weeks 
of  last  year  was  7,273,  showing  a  decrease  of  675. 


Debentures. 


The  Mortg^^  and  Charges  re^stered  by  limited  • 
companies  in  England  and  Wales  during  the  week  ending 
Friday,  Nov.  9th,  amonnted  to  £^&5,7S^,  by  way  of 
addition  to  /1,527,60s,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  jf777.632,  showing  a  decrease  of 
/3iz,88i.  The  total  amount  registered  during  the  45 
weeks  of  the  present  year  was  ^'69,305, 154  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  /65,878,893  for  the  corresponding  45  weeks 
in  1905,  showing  an  increase  of  /3,426,26i. 


The  Profession  in  Scotland. 


Obituary. 

Mr.  James  Haldane,  C.A.,  whose  portrait  we  give 
in  this  issue,  one  of  the  best  known  business  men 
in  Edinbur^,  died  on  the  30th  ult.,  at  his  resi- 
dence in  GrosvenoT  Crescent.  He  had  been  ill  for  a 
month.  Born  in  1831,  Mr.  Ilaldane  belonged  to  an  old 
Scottish  family,  the  Haldanes  of  Gleneagles.  The  uncle 
of  the  Right  Hon.  R.  B.  Haldane,  Secretary  of  State  for 
War,  he  was  the  sou  of  James  Alexander  Haldane,  one  of  the 


famous  brothers  who  gave  up  a  seafaring  life  for  evangelic 

preaching  in  the  end  of  the  eighteenth  century.  Mr. 
Haldane's  father  was  in  1790  inducted  as  an  independent 
pastor  to  the  charge  of  the  Tabernacle  in  Greeoside  Place, 
where  he  preached  gratuitously  for  fifty  yean.  The 
Haldanes  trace  their  descent  through  twenty  gmer&tions 
over  a  period  of  seven  centuries  of  Scottish  history.  The 
late  Mr.  Haldane  was  descended  from  a  branch,  of  the 
family  who  migrated  from  the  neighbourhood  of  the  Tweed 
into  Pertfashire  in  the  twelfth  century,  and  there  is  still  in 
possession  of  the  fatnily  a  charter  of  the  lands  of  Frandie, 
part  of  the  Gleneagles  estate,  granted  to  Roger  de  Haldane 
by  King  William  the  Lion.  Educated  at  the  High 
Sohool  and  University  of  Edinburgh,  Mr.  Haldane  was 
apprenticed  to  Mr.  Ralph  Erskine-Scobt*  at  that  time  a 
well-known  accountant,  and  afterwards  he  entered  the 
office  of  his  brother  Mr.  Robert  Haldane,  Writer 
to  the  Signet.  Subsequently  he  returned  to  the  accoun- 
tant's profession,  and  in  1856  he  became  a  member 
of  the  Society  of  Accountants  in  Edinburgh.  He 
had  th.us  attained  his  jubilee  in  the  membership  of  a  bodj 
wliich  in  1895  did  him  the  honour  of  electing  him.  their 
President.  In  1858  Mr.  Haldane  became  a  partner  with 
Mr.  Donald  Lindsay  and  Vbr.  George  Auldjo  Jamiewn,  in 
the  firm  carried  on  under  the  well-known  name  of  linds^f 
Jamieson  ft  Haldane.  Mr.  Haldane's  business  connectioos 
I  were  wide  in  their  ramifications.  He  was  a  director  of  the 
•  Royal  Bank  of  Scotland,  a  director  of  the  Amiston  Coal 
Company,  a  director  oi  the  New  Zealand  and  AnMralian 
Land  Company,  and  a  director  of  the  Scottish  T^ust  and 
Loan  Company  of  Ceylon.  He  was  auditor  of  the  Scottish 
Widows'  Fund  and  of  the  North  British  and  Mercantile 
Insurance  Company,  as  well  as  many  other  companies, 
and  at  varions  times  of  several  of  Ae  principal 
Scottish  banks.  He  acted  until  recently  in  a  similar 
capacity  for  the  County  Councils  of  tiie  Lothians.  Lord 
Bute's  huge  trusts  were  audited  by  him,  and  in  1878  he 
and  Mr.  Auldjo  Jamieson  were  ^pointed  two  of  the 
liquidators  of  the  City  of  Glasgow  Bank.  Mr.  Haldane  was 
intimately  connected  with  the  woric  of  the  Representative 
Chiurch  Council  of  the  Episcopal  Church  in  Scotland,  and 
tdbk  an  active  share  in  its  deliberations.  A  trustee  of  the 
Council,  he  was  also  chairman  of  its  Business  Com- 
mittee and  a  member  of  the  Executive  Committee. 
Outside  purely  business  concerns  his  ripe  experience  made 
his  services  greatly  in  demand  and  he  proved  himself  a 
willing  helper.  He  was  a  manf^[et  of  the  Royal  Infirmary 
for  five  years,  and  until  recently  he  acted  as  chairman 
of  the  Committee  of  Contributors,  and  In  other  ways 
he  took  a  sympathetic  interest  in  the  whole  work  of 
the  iiLStitutiun.  The  movement  for  the  erection  of  the 
\'ictoria  Memorial  School  for  th^ ^So^o^^^i^^|l^l^5ailors 
and  Soldiers  found  in  himP'a^war^  n^d,  ai^oe  acted 
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u  chairman  of  a  sub-committM  of  subscribers  appointed 
to  carry  oat  the  scheme.  la  politics  ha  waa  a  Uaionist, 
and  one  of  the  originators  of  the  Scottish  Conservative 
Club.  He  was  chainnan  of  tfae  club  for  ten  or  twelve 
years,  and  resigned  that  position  only  last  year.  He 
was  a  Deputy  Lieatenant  for  the  City  of  Edinburgh.  Of 
Mr.  Haldane's  three  sons,  the  eldest  is  Mr.  Francis  G. 
Ualdane,  W.S..  of  the  finn  of  W.  &  F.  Haldane,  W.S.  j 
Mr.  Herbert  W.  Haldane,  C.A.,  is  a  partner  of  the  firm  of 
Lindsay,  Jamieson  &  Haldane;  and  the  third  son  is 
Mr.  Heniy  C.  Haldane,  a  partner  in  the  firm  of  Neish, 
Howell  &  Haldane,  solicitors,  London.  His  neph|;w.  the 
brother  of  the  Secretary  of  State  for  War,  is  Mr.  W.  S. 
Haldane,  W.S.,  the  Crown  Agent  hi  Scotland. 


The  death  took  place  recently  of  Mr.  Alfred  A.  MattiKw, 
C.A.,  Edinburgh,  at  the  age  of  thirty  years.  The  deceased 
served  his  ^preuticesfaip  with  Messrs.  Bringloe  ft  Maztone 
Graham,  C.A.,  Edinbuxgh,  and  was  admitted  to  the 
Edinburgh  Society  of  Accountants  in  i8g8.  He  thereafter 
proceeded  to  New  York,  and  remained  there  until  two 
years  ago,  when  he  returned  to  this  countiy  on  account  of 
ill-health. 


But  of  BootUnd  Bankrnptoy  Anodfttton. 


Procedure  in  regard  to  the  winding  up  of  estates  under 
tTie  Bankruptcy  Court  and  by  private  arrangement,  as  at 
present  existing,  was  the  subject  of  a  I^ture  delivered  by 
Mr.  \V.  Kinnibtui^  Morton,  S.S.C.,  at  a  meeting  of  the 
East  of  Scotland  Bankruptcy  Reform  Association  in  the 
Goold  Hall,  St.  Andrew  Square,  on  the  ist  inst.  A  com- 
parison of  the  Scottish  and  English  laws  greatly  favoured, 
he  held,  the  methods  adopted  by  the  latter,  Scottish  law 
presenting  many  anomalies  and  allowing  debtors  greater 
licence  than  was  the  case  in  the  sooth.  In  place  of  the 
old  enactments,  he  suggested  that  one  law,  intelligible  to 
all,  should  be  framed.  Privilege  of  class  must  yield  to 
the  tights  of  the  general  commnniQr.  Every  light  available 
to  a  debtor  dioold  be  available  to  a  creditor.  He  advo- 
cated that  imprisonment  in  some  modified  form  shonld  be 
imposed,  as  in  that  way  a  large  amount  of  fraudulent 
trading  would  be  brought  to  an  end.  The  remedy  lay  in 
their  own  hands.  If  associations  such  as  theirs  combined 
to  collect  evidence  of  typical  failures  to  meet  legal  obliga- 
tions, of  cases  where  dishonest  debtors  had  flourished  at 
the  expense  of  creditors,  a  cose  would  be  made  out  which 
would  compel  action,  by  the  authorities. 

With  r^ard  to  the  above  report,  which  appeared  in  the 


Seotsmati,  Mr.  Kinniburf^  Morton  wrote  as  follows  to  the 
editor  of  the  paper : — 

"27  Rutland  Square,  Edinburgh, 

November  2  1906. 

"  Sir, — Kindly  allow  me  space  to  correct  a  wrong 
impression  conveyed  by  your  report  in  to-day's  issue  of 
my  address  to  the  Bankruptcy  Reform  Association, 
arising,  no  doubt,  from  the  necessity  for  condensation. 
I  am  made  to  say  that  a  comparison  of  Scottish  and 
English  laws  greatly  favoured  the  methods  adopted  by 
the  latter.  Incidentally,  I  did  remark  &at  in  certain 
matters,  notably  the  appointment  of  a  receiver  to  protect 
the  bankrupt  estate  till  the  trustee  coald  take  possession, 
and  to  inquire  ofl^cially  into  the  bankrupt's  conduct,  and 
also  the  power  of  a  Judge  to  order  imprisonment  in  cases 
of  wilful  failure  to  pay  debts,  English  practice  might 
well  be  adopted.  I  am  far  from  thinking,  however,  that 
the  English  system,  taken  as  a  whole,  is  eqnal  to  our 
own. — I  am,  &c. 

W.  KiNNlBUBGH  MOETOV." 


Faoolty  of  Aotnarias  in  SootUmd. 


Intemtinl  Imuifiml  Addnu. 


Tile  session  of  tiw  Faculty  of  Actuaries  in  Scotland  was 
opened  on  the  stii  inst.  in  the  Hall,  24  George  Street, 
Edinbnrgh.  There  was  a  large  attendance. 

Mr.  Archibald  Hewat,  the  President,  delivered  his 
inaugural  address,  the  subject  of  which  was  "The  Actuary 
in  Scotland."  He  prefaced  his  address  by  a  reference  to 
the  loss  which  the  Faculty  had  sustahi«d  by  the  deaUi  of 
three  of  I3ie  Fellows— Mr.  Hugh  Blair,  Mr.  Philip  R.  D. 
Maclagan,  and  Mr.  David  Clunie  Gregor.  Mr.  Hewat 
pointed  out  that  by  sheer  force  of  circumstances  the  Scot 
is,  and  has  long  been,  a  citizen  of  the  world,  a  traveller, 
a  pioneer,  a  founder  of  empires,  and  a  successful  &dmini»- 
tratcn-  in  the  State  and  in  the  Church,  in  the  industries  and 
in  the  finances  of  nations,  as  well  as  of  the  insurance  com- 
panies of  the  world.  Hiese  last,  in  their  multifarious 
forms,  their  enormous  resources,  and  the  vastness  of  their 
ir^uence  for  good,  have  taken,  he  said,  an  admittedly  high 
place  among  the  d.viliaing  agencies  of  the  world.  Also 
that  it  was  a  Scotsman  who  projected  the  Bank  of  England, 
which  received  its  charter  of  incorporation  in  1694,  one 
year  befoire  the  Bank  of  Scotland  was  instituted  by  a 
charter  of  incorporation  from  ^e^.Sc^^  ^^^'^^^yOTi^ 
that  it  was  Jt^  Coutts,  Loii  ^^rov^st  of  E^whrgb 
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(1743*44}  wto  founded,  in  Edinbnighi  the  famous  banking 
house  of  Couitts  &  Co.,  now  ia  I^ndon.  Proceeding,  he 
said :— The  Scot  has  long  had  the  credit  of  being  a  frugal 
person,  shrewd  and  thrilty,  who  husbands  resources  for 
ftUure  eventualities,  cantioasly  enterprising  withal.  It  is 
to  Uie  prudent  and  thrifty  Scot,  who  has  realised  that  "tiie 
"bed  rock  of  prosperity  in  nations  and  municipalities  is 
"  the  due  consideration  of  finance,"  he  said,  the  worid  owes 
much  that  is  best  and  soundest  in  ^e  development  and 
management  of  insurance,  banking,  and  railway  com- 
pandas,  not  to  mention  other  joint-stock  concerns,  and  com- 
mexce  generally.  Our  Scottish-trained  bankers,  ininrance, 
and  railway  officials,  as  well  as  our  Scottish-trained 
merchants,  are  to  be  found  in  all  the  habitable  parts  of  the 
earth.  The  Scot  has  largely  developed  in  faim  the  gift  of 
finance.  He  has  devoted  much  time  and  skill  specially 
to  institutions  founded  for  the  encoiixagement  of  thrift  ia 
its  many  forms,  and  to  the  successful  development  of 
schemes  of  provision  for  the  future,  for  himself  and  his 
dependants— especially  to  friendly  societies,  wodows' 
funds,  and  life  assurance  companies.  Few  know  better 
tiian  the  Scot  that  the  family,  love  of  kith  and  kin,  is  the 
true  foundation  of  prosperous  national  life.  In  referring  to 
friendly  societies,  Mr.  Hewat  mentioned  that  the  first 
attempt  to  collect  data  and  to  form  tables  by  which  to 
estimate  sickness  experience  was  made  by  the  Higfaland 
Society  of  Scotland  in  1824,  and  that  there  are  now  over 
a,ooo  such  societies  in  Scotland,  with  funds  amounting  to 
nearly  ;f3)5oo,ooo.  As  an  improvement  upon  and  an 
upward  step  from  the  Mendly  society  came  the  widows' 
funds,  Uiese  being  for  the  most  part  founded  towards  the 
close  of  the  eighteenth  century  and  early  in  the  nineteenth. 
The  first  of  these  was  that  for  the  widows  of  the  ministers 
of  the  Church  and  the  professors  in  ^e  Universities  of 
Scotland,  founded  in  Ediabuigh  so  far  back  as  1744 — a  city 
minister,  the  Professor  of  Mathematics,  the  Lord  Provost, 
and  the  City  Accountant  being  the  founders.  This  was 
followed  by  others.  The  total  amount  of  the  funds 
belonging  to  those  of  the  ministers  and  jKofessors,  school- 
masters, lawyers,  bankers,  and  merchants  now  amount  to 
nearly  ;^3,850,ooo — an  increase  of  nearly  ;f2,ooo,ooo  during 
the  past  half  century.  Mr.  Hewat  pointed  out  that  these 
but  paved  the  way  for  the  better,  more  comprehensive,  and 
more  acceptable  schnnea  of  provisions  now  to  be  had  by 
means  of  modem  life  assurance  in  its  many  attractive  and 
adaptable  forms.  When  ^  Faculty  was  constituted  fifty 
years  ago  there  were  fifteen  Scottish  insurance  offices 
transacting  life  business — eleven  in  Edinburgh,  two  in 
Glasgow,  and  two  in  Aberdeen.  Three  of  those  fifteen 
offices  amalgamated  with  other  three  of  them,  thus 
reducing  the  number  to  twelve.  To  those,  however,  there 
fall  to  be  added  six  D<Bw  Scottish  offices  founded  since  1855 
—the  earliest  of  them  dating  from  1876— making  now 


dghteen  Scottish  offices :  tfaiiteen  in  Eduibnr^,  time  ia 
Glasgow,  one  in  Aberdeen,  and  one  in.  Perth,  transactiiig 
life  assurance,  endowmeirt,  and  ann^ty  business.  Tlie 
paid-up  capital  of  ttie  Scottish  offices  fifty  years  ago 
lightly  exceeded  750,000,  wbile  now  it  somewhat  exceeds 
jf5,6oo,ooo.  The  life  assurance  and  annuity  funds  wen 
then  a  little  man  than  ;^,9oo,ooa,  while  now  they  only 
sightly  fall  short  of  ;^93,ooo,ooo.  The  premium  income 
was  then  rather  less  than  ;^i,3oo,ooo,  whi'.e  now  it  is  not 
far  short  of  j£6,6ookOoo.  Tbe  interest  income  was  then 
under  ^^360^000,  wiiile  now  it  exceeds  jfSiSSo^ooo.  A  truly 
marvellous  growtii  during  half  a  century — and  this  refers 
only  to  offices  having  their  headquarters  in  Scotland,  the 
popuJatioa  of  which  is  less  than  five-sevenths  ot  that  of 
Xx>ndon  with  its  suburbs.  The  edghteen  Scottish  offices  axe 
now  paying  in  claims  under  life  assurance  and  endowment 
policies  nearly  ^^5,500,000  per  annum,  and  considerably 
over  ;£75o,ooo  p^  annum  to  annuitants.  Tbey  also 
possess,  among  them,  "other  funds  "  belonging  to  the  life 
department,  amounting  to  iq>wBrds  of  500,000  beyond  the 
jf93>ooo,ooo  already  referred  to.  Friendly  locieties, 
widows*  funds,  and  life  assurance  offices  in  Scotland,  with 
funds  thus  reaching  to  die  large  sum  of,  say,  j^ioo,ooo,ooc^ 
not  only  afford  sufficient  justification  for  the  existence  of 
the  Faculty  of  Actuaries,  but,  were  there  nothing  else,  they 
also  provide  ample  employment  and  a  very  honourable 
sphere  of  usefulness  to  tiie  Fellows  thereof.  It  mnst  not 
be  supposed  that  it  was  the  Faculty  which  called  the 
actuary  into  existence ;  it  was  rather  the  actuary  who 
created  the  Faculty.  If  it  was  not  the  actoazy  wfao,  in 
some  primitive  form,  first  called  friendly  societies,  widows' 
funds,  and  life  assurance  offices  into  existence,  it  is 
undoubtedly  to  him  that  Ihoy  owe,  for  the  most  part,  tiieir 
development,  theix  continued  existence,  and  their  promise 
of  lasting  stability.  Mr.  Hewat  reminded  his  audience  that 
there  was  one  great  Scotsman  to  whom  the  actuarial 
profession  was  much  indebted — John  Napier,  Baron 
of  Merchdston,  the  inventor  of  logarithms,  who  was 
bom  in  Morchdston  Castle  fifty-three  years  before 
their  Scottish  King  James  VI.  ascended  the  English 
Throne  as  James  I.  of  England,  and  who  died  in 
that  same  castle  in  the  year  1617,  leaving  large  estate. 
Mr.  Hewat  remarked  that  the  Scottiafa  actuary  has  been 
evolved  from  many  useful  and  dignified  professions. 
In  early  days  the  accountant,  the  lawyer.  Hie  banker,  the 
insurance  official,  the  schoolmaster,  and  the  professional 
mathematician  perftMmed,  among  them,  practically  all  that 
was  then  expected  of  c»r  was  possible  to  an  actuarj.  The 
work  and  the  actuaiy  have  grown  up  and  derek^wd 
together,  the  one  acting  and  reacting  on  tiie  other.  A 
too  common  mistake  has  been  made,  for  which.  Mr.  Hewat 
feared  the  actuary  himself  is  somewiiat  to  blame,  in 
nanDwing  or  limiting  his  sphere.  To  enlar^^^view  and 
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deep«a  the  interest,  he  saidi  oaa  h&a  only  to  be  preteot  at 
one  or  more  of  the  great  international  congress  of 
actuaries,  which,  meeting  trienially,  have  already  had  great 
and  increasiag  gatherings  and  discussiont  in  Bnusds, 
London,  Paris,  New  York,  and  Berlhi ;  the  next  having 
been  appointed  to  be  held  in  Vienna,  and  the  following  one 
probably  in  Amsterdam.  He  had  tb«  honour,  with  six  of 
the  Fellows^  in  representing  fiie  Faculty  at  the  Congress 
which  held  its  meetings  in  Berlin  in  the  Reichstag  Build- 
ing, which  was  kindly  pliu;ed  at  their  disposal  by  the  Presi- 
dent of  the  Redcfastag  during  the  week  from  loth  te  islh 
September  last— the  German  Government  giving  a  sub- 
stantial grant  in  money  towards  the  expenses  of  tiie 
Congress.    In  Scotland,  Mr.  Hewat  said,  the  actuary  of 
the  life  offices  has  generally  held  the  official  position  of 
manager  of  his  company,  or,  when  that  has  not  been  so,  he 
has  always  been  in  close  relationship  witlh  the  manage* 
ment.  When  be  combines  in  himself  the  duties  at  once  of 
an  executive  and  of  an  advisory  officer,  as  is  so  frequently 
the  case  ia  Scotland,  the  most  gratifying  results  have 
ensued.    In  America,  where  these  two  positions  had, 
unfortunately  been  divorced,  and  where  the  actuary  has 
been  too  frequently  relegated  to  a  back  room,  as  if  he  were 
a  more  calculating  machine  or  automaton,  the  business  of 
life  assnrance  has  suffered.   In  the  recent  exposures  of 
American  scandalous  mismanagement  no  blame  has  heen 
attributed  to  the  actuaries.    Reference  was  also  made  to 
the  actuary  being  frequently  called  upon,  in  a  profes- 
sional capaciQr,  to  auist  in  legal  and  other  cases,  and  to 
appear  as  an  expert  witness  in  Ihe  Supreme  Courts  and  in 
arbitrations,  and  to  advise  in  financial  matters  in  which 
municipal  and  otter  corporations  are  interested.  It  might 
be  better,  Mr.   Hewat   said,   for   such  corporations  if 
actuaries  were  more  frequently  called  in,  and  at  an  earlier 
stage  than  sometimea  happens.     An  important  and 
increasing  part  of  the  actuary's  work,  it  was  pointed  out, 
is  the  advising  iq>on  pension  funds  and  superannuation 
schemes;  and  a  note  of  warning  was  sounded  as  to  the 
dangw  of  allowing  such  to  be  guided  by  unskilled  hands. 
The  aim  of  the  actuary,  it  was  contended,  is  the  making 
for  permanent  stabiliQr  in  aU  provident  funds.  Mr.  Hewat, 
in  speaking  of  the  large  share  this  Faculty  and  its  members 
have  bad  in  shaping  and  advising  legislation  during  the 
past  half-centuiy,  referred  incidentally  to  the  evidence 
wUch  be  bad  sntmiitted  on  behalf  of  the  Faculfy  to  a 
Select  Comnuttoe  of  the  Honse  of  Lonli  in  July  last.  He 


also  presented  a  somewhat  bulky  classified  catalogue 
which  he  had  prepared  of  the  publications  of  fhe  Fellows 
of  the  Faculty  during  its  fifty  years'  existence.  He  also 
submitted  the  following  interesting  infoim^ion:— 
Seventeen  of  the  members  hold  among  them  twenty-two 
University  degrees  (LL.D.,  D.Sc.,  B.Sc,  M.A.,  and  B.A.), 
and  thirty  are  Chartered  Accountants  (C.A.) ;  two  are 
directors,  twenty-eight  are  managers,  twenty-two  are  secre- 
taries, and  fifty-two  are  actuaries  of  Ifaeir  companies; 
some  of  those  last  holding  that  post  conjointly  with  that 
of  manager  or  of  secretary.  One  hundred  and  fifteen  are 
resident  in  Scotland,  forty-six  in  England,  one  in  Ireland, 
nine  in  Australia,  one  in  New  Zealand,  eight  in  the  United 
States  of  America,  two  in  Canada,  four  in  South  Africa, 
one  in  India,  and  one  in  China.  Two  Fellows  who  entered 
when  the  Faculty  was  constituted  in  1856  still  survive.  Mr. 
Hewat  mentioned  that  the  Faculty  is  in  fraternal  relations 
with  actuaries  all  the  world  over,  and  referred  to  the 
cordial  terms  on  which  the  Faculty  stood  with  the  Institute 
of  Actuaries  in  London,  of  which  thirty-six  Fellows  of  the 
Faculty  are  also  Fellows,  while  seven  Fellows  of  the 
Institute  are  also  Fellows  of  the  Faculty.  In  closing, 
Mr.  Hewat  pointed  to  the  motto  of  the  Faculty — Ad  fimm 
fidelis — as  indicating  the  members'  sense  of  the  great 
responsilnlities  which  lie  ttpon  them  as  actuaries,  and  on 
whom  so  largely  depends  tlie  stability  of  friendly  soueties, 
widows'  funds,  and  life  assurance  offices. 

On  . the  motion  of  Mr.  N.  B.  Gunn,  one  of  the  Vice- 
Presidents,  a  cardial  vote  of  thanks  was  passed  to  Mr. 
Hewat  for  bis  address. 


Casssll's  Hagazinb  for  November  1906  conttdns: — "  John 
Charlton  and  his  work,"  by  John  de  Walton,  illustrated  by  the 
artist's  pictures ;  "  Booavia's  BiKCk  Sheep,"  a  complete  story  by 
Tom  Gallon;  "  M.P.'a  at  Play,"  by  Harry  Fumiss;  "Master 
Logan's  Waterloo,"  a  complete  story  by  Orme  Agnus;  "The 
Story  of  the  Ballet,"  by  Henry  George  HIbbert ;  "  The  Way  to 
Fairyland,"  by  Myra  Hamilton ;  "  The  Romance  of  the  Orchid," 
by  John  Trist ;  "  The  Count's  Chaufifeur :  No.  6. — The  Gentleman 
from  London,"  by  William  Le  Qneuz,  illustrated  by  Cyrus 
Cuneo;  "The  Haunted  Stndio,"  a  complete  story  by  J.  S. 
Fletcher ;  "  The  Diamond  Ship,"  serial  story  (conclusion),  by 
Max  Pemberton  ;  "Clues  to  Success  in  Business,"  the  opinions 
of  Sir  Hiram  Maiim,  Mr.  Andrew  Carnegie,  Sir  Thomas  Lipton, 
Hr.  WilUam  Whlteley,  Hr.  J.  Storrs  Fry,  Mr.  Joseph  Lyons, 
Mr.  A.  W.  G«mMe:  -The  CBfe^^^l.@'(>^ 
A.St.J6hAAdooek; '■TalesbythfiWar";«G.ftc'     O  ' 
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The  Profession  in  Ireland. 


lutitnte  of  (OiartaFed  AflMQBtaati. 


Thb  quarterly  meetiDg  of  the  Coandl  was  hdd  at  tbe 
offices  of  the  Institute,  4  College  Green,  Doblifl,  on  Wednes- 
day the  7th  inst.,  Mr.  Kobert  Stokes  (Preddent)  in  tbe 
chair.  There  were  also  present: — Messrs.  E.  M'Carthy 
(Cork),  M.  Crowley,  J.  M.  Kean,  J.  Harold  Pirn.  J.  H. 
Woodworth,  N.  G.  Peterson  {Dublin),  M.  Shaw,  W. 
Fitzsimoiis,  R.  Walsh.  J.  M'CnJloagh,  J.  E.  Ma«il1  (Bel&st), 
and  C.  G.  Mitchell  (Assistant  Secretary).  The  applications 
from  candidates  for  examinations  were  considered,  and  it  was 
decided  to  hold  same  at  Belfast  on  the  i2tfa,  13th,  and  14th 
of  December.  Exemption  certificate  from  the  Preliminary 
lamination  was  granted  to  S.  B.  Finlay  (Bel^t).  The 
usual  quarterly  business  having  been  transacted,  the  meeting 
terminated. 


The  mammoth  collecdoa  of  Greeting  Cards  which  is  anaually 
put  out  by  Messrs.  Raphael  Tuck  &  Sons  is  not  alone  a  formid- 
able  problem  to  deal  with  for  selection  and  purchase,  but  also 
presents  no  mean  task  to  merely  esamine,  and  It  is  rapidly 
approaching  a  magnitude  which  will  forUd  any  attonpt  at 
descripdOQ  within  ordinary  limits  of  space.  For  the  very 
abundance  of  design  will  render  any  notice  bewildering,  and 
defeat  its  avowed  purpose.  .This  year  over  2,000  sets  of  Christmas 
and  New  Year  cards,  comprising  no  less  than  4,000  distinct 
designs,  is  the  net  result  In  this  field  of  their  activity.  Ceitahily 
an  onpncedented  achievement  this,  in  the  history  of  the  trade, 
and  no  less  true  is  it  of  ttieir  hi^  quality  than  ot  the  immense 
quantity.  We  may  say  that  die  collection  possesses  the  supreme 
advanUge  of  meeting  all  tastes,  and  of  exciting  the  admiration 
and  increasing  the  pleasure  of  all  recipients  from  its  stores. 
Again  does  the  exqniste  "Oilette"  series — those  veritable 
miniature  paintings — lead  in  thnr  marvellous  new  ocdlacticm  of 
Post  Cards,  to  which  over  a  Hioasand  new  sets  in  every  range  of 
subject  have  been  added. 


Sanit  Vate  of  SHdconnt* 


April  5th  1906   3j% 

May  4th   4% 

June  axst  ■    3j% 

Sept.  ijtfa  „       ..      ,.    4% 

Oct.  nth   „       ..      ..    *   5% 

Oct.  19th   „    6% 


(rb«ctece^  acconntants'  pra^c  mmon- 


Tii*  inaugural  meeting  of  the  Union  was  held  at 
Salisbury  House  (Hall  201)  on  Tuesday,  November  13th, 
at  6  o'clock,  when  all  ranks  of  the  profession  were  well 
represented. 

Mr.  Arthur  H.  Caesar,  F.C.A.,  took  the  chair,  and  was 
subsequently  elected  President. 

An  address  vras  delivered  by  die  Right  Rev.  Bishop 
Taylor  Smith  (Cfaaplain-Gener^  of  the  Forces]. 

The  Union  will  join  tlu  Federation  of  London  Prayer 
Unions.  The  Hon.  Secretary  is  Mr.  Herbert  A.  Cos, 
33  St.  Swithin's  Lane,  B.C. 


MixBD  Metaphors. — Sir  Itobert  Purvis,  lOTtuitonsly 
knighted  in  the  last  weeks  of  tbe  existence  of  a  Government 
he  had  faithfully  served— more  especially  at  9  o'clock  in  the 
evening,  when  it  was  desirable  to  postpone  approach  to 
public  business — takes  the  cake  in  respect  of  the  sustained 
brilliancy  of  bis  metaphor.  Addressing  his  old  constituents 
at  Peterborough  in  defence  of  an  Act  of  Parliament  under 
whose  operation  some  of  them  had  gone  to  prison  for  a  week, 
he  said,  "  That,  gentlemen,  is  the  marrow  of-  tbe  Edncation 
"  Act,  and  it  will  not  be  taken  out  by  Dr.  Clifford  or  any- 
"body  else.  It  is  founded  on  a  granite  foundation,  and  it 
"speaksinavoicenotto  be  drowned  by  sectarian  clamour." 
We  must  go  to  Germany  to  beat  that.  In  an  address  to  tbe 
present  Emperor's  father  a  Rheinlander  Mayor  said,  "No 
"Austria,  no  Prussia,  only  one  Germany.  Such  were  tbe 
"  words  the  mouth  of  your  Imperial  Majesty  has  always  had 
"in  its  eye." — From  "  Bulls  in  the  (Westminster)  Chins 
Shop,"  in  The  C*rnkitt  MagOMtnt  for  November. 
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NOTICE  IS  HEREBY  GIVEN  that  the  Tenth  Ordinary 
General  Meeting  of  The  Cape  Electric  Tramways, 
Lim.,  wU  be  held  at  No.  i  London  Wall  Buildings,  London 
Wall,  in  the  City  of  London,  on  Thursday,  the  6th  day  of 
December  1906,  at  12  o'clock  noon,  to  receive  and  consider 
the  Report  of  the  Director*  and  the  Statement  of  Accounts 
to  be  then  presented  ;  to  elect  Directoi^  and  Anditors,  and 
to  fix  their  remuneration ;  and  to  transact  the  otheroidinaiy 
genera]  business  of  the  Company. 

The  Transfer  Books  of  the  Company  will  be  closed 
from  30th  November  to  the  6th  December  1906,  both  days 
inclnstve. 

Dated  this  14th  November  1906. 

By  Order, 

S.  W.  JAMESON, 

Seentaty. 

I  London  Wall  Buildings, 
London  Wall, 

London,  E.C. 
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XeaMng  artfcles. 


Outside  Accountants. 


TOURING  the  past  few  weeks,  doubtless 
partly  in  consequence  of  our  notes  on  the 
need  of  something  being  done  to  check  the 
unprofessional  practices  of  unqualified  accoun- 
tants, we  have  received  quite  a  little  collection 
of  circulars  and  cuttings  drawing  attention  to 
the  methods  pursued  by  this  fraternitj^  A 
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London  correspondent  forwards  us  a  copy  of  the 
advertisement  in  a  financial  weekly  in  which  a 
firm  of  bookmakers  carrying  on  business  in 
Holland  (with  a  view  to  avoiding  the  English 
law)  announce  themselves  as  "turf  accouatants." 
This  »ivertisement  contains  an  extract  from  a 
sporting  contemporary  describing  them  as  a 
"  straightforward  firm  of  accountants,"  and  our 
correspondent,  while  expressing  disgust  that, 
after  having  spent  years  of  study  to  qualify  for 
the  accountancy  profession  he  should  thus  And 
himself  bracketed  with  betting  men,  inquires 
whether,  in  the  event  of  registration  for  the 
profession  becoming  an  accomplished  fact,  turf 
accountants  would  appear  upon  an  equal  foot- 
ing with  Chartered  or  Incorporated  Accoun- 
tants. We  do  not  know  whether  we  are 
seriously  expected  to  express  an  opinion  upon 
the  matter,  but  it  seems  to  us  that  any  Bill 
that  sought,  or  was  likely  to  produce,  such  an 
effect  would  stand  no  chance  whatever  of 
becoming  law ;  but,  however  that  may  be,  the 
incident  affords  a  strong  argument  in  favour  of 
legislation  which  will  enable  the  public  to 
clearly  discriminate  between  competent  accoun- 
tants, bookmakers,  money-lenders,  and  the 
like. 

Another  correspondent  forwards  us  three 
circulars  from  the  proprietor  of  a  so-called 
trade  protection  office,  which,  while  disclaiming 
all  pretensions  to  being  regarded  as  a  phil- 
anthropic institution,  express  a  desire  to  give 
commercial  information,  collect  over-due 
accounts,  and  attend  meetings  of  creditors 
for  business  houses,  free  of  charge.  As 
our  correspondent  does  not  inform  us 
of  the  identity  of  the  author  of  these 
circulars,  we  cannot  express  (even  if  we 
wished  to  do  so)  an  opinion  as  to  his  ability  to 
carry  out  his  charitable  intentions.   We  may 


point  out,  however,  that  the  Deeds  of  Arrange- 
ment Act,  1887,  has  been  very  greatly  dis- 
credited by  the  methods  of  certain  firms  of 
outside  accountants  who  have  succeeded  in 
securing  trusteeships  under  such  deeds,  and 
have  afterwards  shown  their  claim  to  the  title 
"  accoi:ntant "  to  consist  chiefly  in  an  ability 
to  refrain  from  accounting  for  whatever  moneys 
came  into  their  possession. 

Another  circular,  issued  by  a  man  who 
deFCribes  himself  as  an  Incorporated  Accoun- 
tant, but  is  not  a  member  of  the  Society  of 
Accountants  and  Auditors,  is  apparently 
defiigned  to  be  sent  to  the  impecunious.  The 
writer  states  that  he  is  confident  that  he  is  able 
to  extricate  an  addressee,  without  dam^e  to 
his  reputation  or  business,  out  of  any  whirlpool 
of  financial  difficulty  ;  and  that,  being  fortified 
with  a  first-class  intellectual  training  and  an 
experience  extending  over  twenty  yeara,  he 
guarantees  to  carry  out  what  he  professes. 
Like  the  gentleman  previously  referred  to,  he 
professes  to  give  advice  "genuinely  free,"  which 
is  no  doubt  expedient  if  he  wishes  to  avoid  a 
prcseculion  un^er  the  Solicitors'  Act.  It  is 
difficult,  however,  to  altogether  reconcile  this 
statement  with  the  fact  that  he  "  certainly 
expects  to  earn  a  fair  remuneration,"  although 
"  without  hoping  to  thrive  out  of  the  misery  and 
misfortunes  of  other  people.**  It  would  be  most 
interesting  to  know  how  this  apparently  con- 
flicting programme  is  to  be  carried  into  effect. 
We  entirely  agree  with  him  that  insolvency  is 
"  tedious  "  to  the  insolvent — or,  at  all  events, 
is  tedious  until  it  becomes  exciting — ^but  the 
experience  of  most  insolvents  who,  in  a  mis- 
guided moment,  call  to  their  aid  so-called 
accountants  who  are  under  the  control  of  no 
central  organisation  is  hardly  such  as  to 
warrant    the   coitc^usmiy  Vtbe^Ofi^Ctrader 
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struggling  with  financial  difficulties  would  be 
well-advised  in  following  their  example.  We 
have  no  hesitation  in  saying  that  no  reputable 
solicitor  would  give  them  such  advice. 

Another  instance  to  which  our  attention  has 
been  drawn  is  that  of  a  person  who  failed 
in  igoo  with  liabilities  amounting  to  close 
upon  3^2,000,  in  whose  estate  a  first  and 
final  dividend  of  is.  gid.  in  the  £  was  paid. 
On  his  application  to  the  County  Court  Judge 
for  his  discharge,  the  Official  Receiver  reported 
that  in  1884  the  debtor  knew  that  he  was 
insolvent,  that  in  1885  he  took  a  partner,  and 
terminated  the  partnership  in  1887;  that  in 
1893  be  took  another  partner,  who  agreed  to 
pay  him  £"650  for  a  half-share,  and  actually 
paid  j^200  on  account,  who   in  August  of 
the  same  year  dissolved  the  partnership,  taking 
out  3^150  as  his  interest  in  the  concern.  In 
December  1894  another  paid  £400  for  a  half- 
share  of  the  business,  the  partnership  being 
dissolved  in  1897,  when  he  received  £'100  out. 
In  February  1897  a  further  ^^400  was  secured 
from  another  man  for  a  third  share  of  the 
business,  the  partnership  being  terminated  in 
1S99,  when  the  bankrupt  paid  him  ^^112.  In 
March  1900  another  partner  was  found,  who 
paid  £300  for  a  third  share  of  the  business, 
but  a  week  after  receiving  this  money  the 
debtor  was  unable  to  meet  his  engagements, 
and  the  new  partner  was  only  able  to  secure  a 
return  of  ^^'150.    At  the  date  of  his  bankruptcy 
it  appears  that  the  debtor  owed  no  less  than 
^£976  to  his  mother-in-law,  who,  according  to 
the  Official  Receiver,  had  been  kept  quiet  by 
being  paid  from  time  to  time  some  money  as 
interest.    The  only  comment  necessary  upon 
this    case  seems  to  be  that  of  the  Judge,  ^ 
who,    in    altogether  refusing  the  bankrupt 
his    discharge,   stated   that    conduct   such , 


as  this  could  not  be  too  severely  repri- 
manded. For  twenty  years  the  bankrupt  had 
carried  on  business  in  a  way  that  no  com- 
mercial community  could  consider  right  or 
proper.  Apparently,  however,  such  a  man  is, 
under  the  existing  law,  thought  to  be  quite 
competent  to  carry  on  business  as  an 
accountant. 

A  humorous  touch  is  given  to  these  some- 
what sordid  details  by  the  comments  which 
appeared  in  last  month's  issue  of  the  organ  of 
the  Corporate  Accountants  on  our  Weekly 
Note  of  the  13th  ult.,  in  which  attention 
was  drawn  to  a  cutting  from  a  provincial 
contemporary  recording  at  some  length  a 
dinner  given  by  the  local  branch  of  one  of 
the  rapidly  increasing  associations  of  accoun- 
tants which  have  recently  been  formed  to 
compete  with  Chartered  and  Incorporated 
Accountants.  Our  contemporary  is  pleased  to 
regard  the  expression  "rapidly  increasing"  as 
a  complimentary  one  applied  to  the  position  of 
the  Corporation  of  Accountants,  Lim.  We 
can  assure  it,  however,  that  the  words  meant 
nothing  of  the  kind.  For  all  ^we  know  to  the 
contrary,  the  membership  of  the  Corporation 
of  Accountants,  Lim.,  may  be  increasing,  but 
that  is  a  matter  which,  it  seems  to  us,  concerns 
none  but  those  who  get  the  benefit  of  the 
members*  subscriptions :  it  was  the  number  of 
individual  societies  that  we  referred  to  as 
increasing,  and  we  referred  to  the  increase  as 
being  undesirable  in  the  interests  of  the  pubUc. 
Our  contemporary  tells  us  that  the  public,  which 
we  in  our  ignorance  had  described  as  being 
"  never  very  observant,"  is  now  raising  that 
members  of  other  bodies  are  just  as  qualified  as 
the  Chartered  Accountants  for  the  practice  of 
the  profession^  and  ar&.^Ue  to  estimatA^LI^ 
"admitted    quackery"   of  the  designation 
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"  Chartered  Accountant  "  at  the  proper  value. 
He  adds  that  the  description  "  never  very  obser- 
vant "  is  more  applicable  to  the  Chartered 
Accountants,  who,  with  a  strange  infatuation, 
believe  that  they  can  go  on  duping  the  public  for 
all  time.  We  do  not  know  whether  "mfatua- 
tton"  is  quite  the  right  word,  but  it  certainly 
does  seem  to  us  passing  strange  that  those 
gentlemen,  who  have  to  be  interdicted  by  a 
Court  of  Law  from  employing  the  designation 
"C.A.,"  should  now  be  so  vehement  in  con- 
demning the  "  quackery  *'  and  "  duplicity  "  of 
Chartered  Accountants.  One  would  have 
thought  that  with  these  high-sounding  views 
this  body  would  have  been  able  to  invent  some 
designation  which  would  be  less  likely  to  cause 
the  "  never  very  observant  "  public  to  confuse 
them  with  those  practitioners  whose  conduct 
— oris  it  misconduct? — they  so  shuddeiingly 
deplore.   


How  to  Read  a  Balance  Sheet. 

C  SPECIAL  interest  attaches  to  the  paper 
^  entitled  "  How  to  Read  a  Balance  Sheet 
of  a  Commercial  Concern,*'  which  was  read  by 
Mr.  F.  W.  PixLEY,  F.C.A.,  at  a  recent  meeting 
of  the  Glasgow  Chartered  Accountants  Stu- 
dents* Society,  and  duly  reported  in  our  issue  of 
the  27th  ult.  The  subject  is  one  that  was 
touched  upon  a  short  time  since  by  Mr.  W.  R- 
Hamilton,  F.C.A.,  in  a  paper  on  the  Interpre- 
tation of  Accounts,  but  is  of  such  immense 
importance  that  it  still  provides  ample  scope 
for  further  treatment.  Mr.  Pixley's  attitude 
towards  the  matter  may  be  regarded  as  strictly 
orthodox,  if  somewhat  old-fashioned. 

At  an  early  stage  the  lecturer  expresses  the 
view  that  it  is  doubtful  whether  the  time  will 
ever  arrive  when  the  commercial  and  investing 


public  will  be  able  to  understand  for  themselves 
a  Balance  Sheet  properly  drawn  up  and  duly 
certified  by  the  auditors ;  and  although,  of 
course,  it  is  always  difficult  to  foretell  the 
future,  this  seems  extremely  probable.  At  all 
events,  at  the  present  time  it  must  be  admitted 
that  there  are  many  shrewd  business  men,  and 
a  fortiori  many  careful  investors,  who  are 
unable,  without  assistance,  to  extract  from  a 
Balance  Sheet  all  the  information  that  it  is 
capable  of  providing.  On  the  other  hand,  it 
should  be  added  that  the  most  gifted  accoun- 
tant would  probably  find  himself  somewhat  at 
a  loss  if  he  had  to  depend  entirely  on  published 
Balance  Sheets  for  the  formation  of  an 
accurate  opinion.  Partly  because  the  Balance 
Sheet  is  necessarily  a  summarised  document ; 
partly  because  it  only  enables  one  to  see  (so  to 
speak)  one  aspect  of  the  business — ^the  other  being 
afforded  by  the  Trading  and  Profit  and  Loss 
Accounts,  which  are  generally  suppressed — and 
partly  because,  in  the  case  of  prosperous  under- 
takings at  least,  it  is  tacitly  admitted  that 
owing  to  the  existence  of  Secret  Reserves  the 
Balance  Sheet  does  not  tell  the  whole  truth 
with  regard  to  the  financial  position.  ; 

We  are  not  at  all  surprised  that  the  lecturer 
emphasises  the  "orthodox"  view  that  the 
Balance  Sheet  is  not  a  mere  statement  of  assets 
and  liabilities ;  but  when  he  goes  on  to  criticise  as 
"  mischievous  "  the  practice  observed  in  many 
quarters  of  heading  the  two  sides  of  the 
Balance  Sheet  "  Assets  "  and  "  Liabilities  " 
respectively,  we  think  that  he  is  going  too  far. 
In  all  cases  Ledger  balances  which  summarise 
business  transactions  must  be  included  either  in 
the  Balance  Sheet  or  in  one  of  the  accounts 
which,  taken  together,  may  be  regarded  collec- 
tively as  the  ^Y^ftfO^gle  Credit 
balances  representing  receipts  by  toe  business 
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may  be  regarded  prima  facie  as  liabilities,  but 
as  properly  transferable  to  Revenue  in  the 
event  of  their  giving  rise  to  no  liability  or 
financial  responsibility  on  the  part  of  the  com- 
pany. Similarly,  debit  balances  representing 
expenditure  upon  the  part  of  the  company  may 
be  regarded  as  prima  facie  losses,  and  therefore 
transferable  to  Revenue  Account,  but,  wherever 
adequate  reason  can  be  shown  for  not  so  treat- 
ing them,  they  must  in  the  alternative  be 
treated  as  Balance  Sheet  items.  It  thus 
follows  that  the  items  appearing  on  the  left- 
hand  side  of  a  properly  constructed  Balance 
Sheet  (however  that  side  may  be  headed)  are 
those  items  which,  viewed  broadly,  represent 
moneys  or  benefits  received  by  the  company 
for  which  it  still  has  to  account  to  someone — 
i^.,  liabilities  of  some  sort;  while  the  items 
upon  the  right-hand  side  of  the  Balance  Sheet 
(however  headed)  represent  items  which  it  is 
thought  unnecessary  to  charge  against  profits, 
because  for  the  time  being  at  least  they  may 
be  regarded  as  possessing  some  real  (although 
not  necessarily  realisable)  value,  and  are  there- 
fore assets.  If  they  cannot  answer  to  this 
definition  they  are  clearly  improperly  placed 
in  the  Balance  Sheet,  and  should  have  been 
written  off  against  Revenue.  The  only  excep- 
tion, it  seems  to  us,  is  the  debit  balance  on  a 
Profit  and  Loss  or  Appropriation  Account, 
which  is  admittedly  a  Revenue  item,  but  which 
has  to  be  brought  into  the  Balance  Sheet 
because  for  the  time  being  there  is  no  revenue 
a^inst  which  to  write  it.  Such  an  item 
cannot,  of  course,  be  called  an  asset  in  the  case 
of  a  limited  company,  but,  so  long  as  its  nature 
is  clearly  described  upon  the  face  of  the 
Balance  Sheet,  we  must  confess  that  we  see 
nothing  mischievous  in  heading  the  right-hand 
side  of  the  Balance  Sheet  "  Assets,"  following 


the  prescribed  form  of  Balance  Sheet  in  the  old 
Table  A.  On  the  contrary,  we  think  that  the 
employment  of  the  heading  "Assets"  might 
frequently  guard  against  debit  balances  being 
(as  is  now  but  too  often  the  case)  brought  into 
the  Balance  Sheet  instead  of  being  written-off 
against  Revenue  forthwith. 

It  may,  of  course,  be  argued  that  the  form 
of  so-called  Balance  Sheet  frequently  issued  by 
mining  and  other  companies  which  have  not 
yet  commenced  active  operations,  which 
includes  not  merely  Capital  but  also  Revenue 
items,  is  a  clear  refutation  of  our  assertion  that 
only  debit  balances  in  the  nature  of  assets 
should  appear  upon  the  right-hand  side  of  a 
Balance  Sheet.  We  think,  however,  that,  under 
the  circumstances  named,  the  term  "  Balance 
Sheet "  is  a  misnomer.  The  document  in 
question  is  neither  more  nor  less  than  a  Trial 
Balance,  and,  in  our  opinion,  should  be  so 
described.  We  can  see  no  advantage,  and  many 
objections,  to  admitting  that  items  which  are 
not  assets  may  be  properly  placed  upon  the 
right-hand  side  of  any  Balance  Sheet ;  and  the 
only  exception  that  we  would  make  to  this  rule 
is  that  which  one  is  of  necessity  compelled  to 
make  in  the  case  of  an  adverse  balance  on 
Profit  and  Loss  Account. 

As  to  the  definition  of  "Assets"  fix)m  the 
"  Encyclopaedia  of  Accounting,"  we  must  confess 
that  we  consider  it  unsatisfactory.  It  would' 
almost  appear  to  assume  that  all  assets  must  be 
realisable,  which,  although  true  in  a  sense,  has, 
unless  very  carefully  used,  the  effect  of  undesir- 
ably limiting  the  definition.  The  root  idea  of 
the  word  is  sufficiency — sufficiency  to  meet  all 
liabilities  and  claims,  and  thus  represents  that 
which  is  (so  to  spe9l|)tizfepl4GsS6^l6!2se 
liabilities   and   claims,  without  necessarily 
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asserting  that  if  realised  at  once  they  will  be 
found  sufficient  for  that  purpose^  Some  might 
even  prove  practically  valueless  if  the  existing 
business  were  abandoned,  but  it  does  not  follow 
from  this  that  the  company  as  a  going  concern 
must  be  regarded  as  not  possessing  sufficient 
assets  to  meet  its  debts  ;  indeed,  it  is  probable 
that  there  are  few  companies  in  existence  that 
could  meet  all  their  obligations  if  compelled  to 
suddenly  realise.  - 

We  think  the  distinction  between  Fixed 
Capital  and  Working  Capital  is  not  quite 
consistent.  Having  first  stated  that  Fixed 
Capital  is  represented  by  such  portion  of 
the  Share  Capital  as  has  been  expended  in 
the  acquisition  of  land,  buildings,  plant 
and  machinery,  fittings  and  furniture,  the 
lecturer  proceeds  to  say  that  unappro- 
priated profits,  so  long  as  they  remain 
in  the  business,  form  part  of  the  Working 
Capital  as  distinct  from  the  Fixed  Capital. 
Clearly,  profits  which  have  been  reserved  for 
the  purpose  of  adding  to  the  general  equip- 
ment—of  being  spent  in  the  acquisition  of 
fixed  assets — cannot  he  regarded  as  Working 
Capital,  or  else  the  expression  must  be  regarded 
as  having  no  really  distinctive  meaning. 

When  the  lecturer  comes  to  the  more  prac- 
tical part  of  his  paper  his  observations  will  be 
found  to  contain  much  that  is  of  value,  par- 
ticularly those  that  deal  with  the  various 
groups  into  which  the  assets  of  most  Balance 
Sheets  are  divisible.  Having,  however,  started 
by  drawing  attention  to  the  fact  that  a  Balance 
Sheet  is  something  quite  apart  from  a  state- ' 
ment  of  assets  and  liabilities,  we  must  confess 
that  we  are  not  surprised  to  find  him  asserting 
that,  when  creditors  are  fully  secured,  the 
amount  due  to  them  ought  not  to  be  set  out 


on  the  Dr,  side  of  the  Balance  Sheet  at  all, 
but  deducted  from  the  value  set  out  on  the  Cr. 
side  of  the  Balance  Sheet  as  being  the  value 
of  the  property  pledged  to  meet  this  indebted- 
ness. We  are  not  aware  of  any  case  in  which 
this  plan  is  followed  in  practice,  and  for  our 
own  part  we  regard  it  as  being  open  to  objec- 
tion ;  but,  of  course,  we  entirely  agree  that  the 
Balance  Sheet  should  show  clearly  the  exist- 
ence of  any  charges  that  there  may  be  upon 
assets  other  than  those  ordinarily  created  in 
the  course  of  business,  and  presumably  about 
to,  be  discharged  in  the  ordinary  way.  Bearing 
in  mind  that  the  whole  basis  of  a  Balance 
Sheet  is  the  basis  of  a, going  ccncern,  we  think 
that  method  of  stating  the  facts  most  suitable  ; 
but  in  the  case  of  an  insolvent  business  it  is  in 
many  respects  unsuitable. 

Mr.  PiXLEY's  interesting  and  highly  sugges- 
tive paper  concludes  with  some  references  to 
Secret  Reserves,  upon  which  subject  we  are 
pleased  to  observe  that  his  views  substantially 
coincide  with  those  already  expressed  in  these 
columns;  but  the  difficulty  with  regard  to  the 
matter,  and  the  point  upon  which  it  seems  to 
us  considerable  further  discussion  might  with 
advantage  be  raised,  is  as  to  the  enormity  of  the 
responsibilities  thrown  upon  the  auditor,  who 
is  now  presumably  to  be  charged  with  the 
double  duty  of  keeping  silence  as  to  the  state 
and  condition  of  Secret  Resetves,  but  only 
until  the  exact  moment  when  the  position 
becomes  unsatisfactory,  when  he  is  required  to 
fulfil  his  statutory  duty  of  reporting  to  the 
shareholders.  But  for  Secret  Reserves  an 
auditor  would  always  feel  that  in  cases  of  doubt 
he  had  done  his  duty  in  expressing  that  doubt 
to  the  shareholders  and  leaving  them  to  follow 
the  matter  up  if  they  thought  fit,  but  in  view 
of  the  decision  in  the  Birmingham  S^ll  Arms 
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case  it  would  now  appear  that  he  is  for  the  future 
to  be  expected  to  worry  the  whole  thing  out 
for  himself  unaided,  and  to  stand  the  cross-fire 
of  directors  and  shareholders  in  the  event  of 
his  ever  making  the  mistake  of  being  either 
unduly  cautious  or  too  sanguine.  This  is  a 
position  which  can  doubtless  be  viewed  with 
equanimity  by  those  whose  audit  practice  con- 
sists of  undertakings  of  an  absolutely  first- 
class  character,  but  it  is  one  that  presents  very 
serious  and  considerable  difficulties  to  the 
practitioner  less  fortunately  situated. 


Cominerclal  Statistics. 


A  BILL  is  now  before  Parliament,  and  will 
probably  be  passed  into  law  during  the 
current  session,  providing  that  in  the  year  1908, 
and  subsequently  at  such  intervals  as  the  Board 
of  Trade  may  from  time  to  time  determine,  a 
Census  of  Production  shall  be  taken  under  the 
superintendence  of  the  Board. 

Occupiers  of  factories  or  workshops;  the 
owner,  agent,  or  manager  of  every  mine  and 
quarry ;  builders  (including  repairers  and 
decorators),  and  all  who  by  way  of  trade  or 
business  execute  works  of  construction  or 
repair,  of  railways,  tramways,  harbours,  docks, 
canals,  sewers,  roads,  embankments,  reservoirs, 
or  wells,  or  of  laying,  altering,  or  repairing 
gas  or  water  pipes,  or  telegraphic,  telephonic, 
or  electric  lines ;  those  who  by  way  of 
trade  or  business  give  out  work  to  be  done 
elsewhere  than  on  their  own  premises,  and  those 
carrying  on  other  trades  or  businesses  which 
may  be  prescribed  by  the  Board  of  Trade,  will 
be  required  to  furnish  particulars,  on  the  pre- 
scribed forms,  in  respect  of  the  year  preceding 
the  date  of  the  Census,  of  the  nature  of  the 


trade  or  business,  particulars  relating  to  the 
output,  the  number  of  days  on  which  the  work 
was  carried  on,  the  number  of  persons 
employed,  and  the  power  used  or  generated, 
and  relating  to  such  other  matters  of  a  like 
nature  as  may  be  found  to  be  necessary  for  the 
purpose  of  enabling  the  quantity  and  value  of 
production  to  be  ascertained. 

The  Bill  contains  provisions  which,  in  its 
ultimately  amended  form,  will  doubtless  be 
found  to  be  adequate  to  safeguard  the  legiti- 
mate secrets  of  business  houses ;  but  it  will  be 
seen  that  it  aims  at  the  taking  of  *a  Census  of 
Production  in  the  United  Kingdom,  and  thus 
rendering  available  information  which,  under 
our  existing  system,  is  unavailable  at  present. 

What  may  be  the  precise  objects  of  this 
measure  it  is,  of  course,  impossible  to  say. 
That  the  somewhat  considerable  expense 
involved  should  be  faced  at  the  present  time — 
when  the  need  for  economy  of  public  expendi- 
ture is  so  apparent — for  purely  statistical  or 
scientific  purposes,  seems  doubtful  in  the 
extreme.  That  it  should  be  employed  to 
provide  "  new  facts "  to  be  used  at  a  later 
date  on  the  discussion  of  the  fiscal  question 
seems  by  no  means  improbable,  but  it  may 
well  be  questioned  whether  any  very  conclu- 
sive deductions  can  be  drawn  from  the  figures 
relating  to  a  single  year,  no  matter  how  com- 
plete in  themselves.  If  they  are  to  be 
employed  for  political  or  quasi-political  pur- 
poses, however,  it  is  obviously  desirable  that 
the  preparation  of  these  statistics  should  be 
undertaken  not  by  the  Board  of  Trade,  whose 
past  record  upon  such  matters  is  particularly 
unenviable,  but  by  skilled  and  impartial  statis- 
ticians acting  under  the  instructions  of  a 
strictly  non-party  body^  such,  for  inst^ce,  as 
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a  Royal  Commission.  We  all  know  how  the 
Board  of  Trade  can  with  the  greatest  facility 
produce  statistics  conclusively  proving  (or 
supposed  to  conclusively  prove)  any  argument 
that  is  officially  desired  to  put  forward  ;  and  we 
have,  therefore,  no  hesitation  in  saying  that  if 
the  same  policy  is  to  be  pursued  with  regard  to 
this  Census  of  Production,  the  results  will  be 
equally  valueless  and  equally  misleading.  We 
hope  therefore  that,  before  the  Census  is  taken, 
some  definite  announcement  will  be  made  as  to 
who  will  be  responsible  for  the  arrangement  of 
the  figures  .when  collected.  Then,  and  then 
only,  does  it  seem  to  us  that  there  will  beany 
inducement  for  business  men  to  take  the 
necessary  trouble  to  provide  returns  sufiiciently 
accurate  to  prove  of  value.  The  Bill,  of 
course,  provides  all  sorts  of  pains  and  penalties 
for  false  returns ;  but  we  all  know  that  it  is  the 
easiest  thing  in  the  world  to  make  such  a 
rettim  so  as  to  be  entirely  misleading,  without 
incurring  any  such  penalty  as  Parliament  is 
likely  to  sanction  for  ofiences  under  the  Act. 

It  is  but  fair  to  add  that  the  Bill  takes  power 
for  the  Board  of  Trade  to  appoint  one  or  more 
advisory  committees,  and  that  thus  means 
might  be  provided  of  giving  the  public  reason- 
able security  that  the  ultimate  reports  on  the 
Census  would  be  skilfully  framed  and  strictly 
impartial.  But  at  the  present  time  the  clause 
gives  power  for  the  appointment  of  such  com- 
mittees,  "  including  persons  conversant  with 
"  the  conditions  of  trades  and  industries,  for 
"  the  purpose  of  advising  them  when  consider- 
"  ing  the  preparation  of  the  forms  and  instruc- 
"  tions  necessary  for  the  taking  of  the  Census 
"  and  the  making  of  any  rules  under  this  Act." 
Thus  the  powers  of  such  committees  would 
apparently  end  when  the  Census  had  been 
taken,  whereas  the  committee  that  we  are 


contending  for  would  begin  its  functions  at 
that  point.  We  trust  that  it  is  not  yet  too  late 
for  this  matter  to  receive  the  attention  that  its 
importance  demands. 


It  is  difficult  to  reply  in  general  terms 
oC  MHnieipal  to  such  a  letter  as  that  which  appeared 
Aoooontc  ju  our  issue  of  the  loth  insL  over  the 
initials  "X.  X.,"  because  one  nsver  knows  whether  the 
whole  of  the  facts  are  stated,  or  whether  th^  are  quite 
fairly  stated,  in  the  case  cited ;  but  dealing  with  the 
points  smatim,  and  in  quite  general  terms,  we  may 
say :  (i)  If  the  full  foots  are  to  be  stated,  the  redaced 
rates  and  lessened  taxes  (rates?)  should  be  credited 
under  the  proper  headings  and  charged  as  employees* 
wages.  (2)  When  electric  light,  or  any  other  fcwtn  of 
supply  or  service,  is  provided  free,  or  on  qiecial 
terms,  to  employees  of  departments  other  than  the  pro- 
ducing department,  the  same  course  should  be  pursued, 
if  the  accounts  of  the  several  departments  are  to  show 
the  true  position  of  affairs.  When  services  are  supplied 
to  employees  of  the  same  department  the  point  is 
naturaUy  of  less  importance.  (3)  This  raises  no  new 
point,  bnt  it  may  be  added  In  general  terms  that 
wherever  there  is  a  free  service  not  recorded  in  books 
of  account  at  all,  there  is  always  a  considerable  risk 
that  it  may  be  continued  after  the  emptoyee  has  left  the 
service  of  the  Councit. 


ih.  ortfuiMUon  *  correspondent  signing  himself 
otHoBioipai  "Accountant"  writes  to  a  oontem- 
AoooBDti.  porary  inquiring  whether  it  is  desirable 
that  an  Urban  District  CooncU  should  combine  the  two 
offices  of  Accountant  and  Rate  Collector,  appointing 
one  person  to  fill  the  position.  Our  contemporary 
solemnly  points  oat  that  while  there  is  no  1^1  objection 
to  this  course  there  are  some  practical  otgections,  the 
principal  one  being  that  to  do  so  infringes  the  import- 
ant rule  that  it  is  inadvisable  that  an  officer  who  collects 
and  receives  money  shotdd  have  access  to,  and  be 
responsible  for,  the  accounts  of  the  Council.  With  this 
rule  we  are,  of  course,  in  cordial  agreement,  but  we 
may  p<^t  out  that  whi|^  the  c^cmil^ui^^^^the  posts 
of  Accountant  and  Rate  Co^cuv  »aa  nnnutal  as  it  is 


November  24,  1906.         THE  ACCOUNTANT 


625 


undesirable,  the  equally  impolitic   combination  of 

Treasarer  and  Accoantant  is  becoming  increasingly 
common.  We  have  no  hesitation  in  saying  that  in  any 
concern  sufficiently  large  to  render  the  employment  of 
a  reasonable  system  of  internal  check  practicable,  it  is 
most  undesirable  that  those  upon  whom  the  duty  of 
recording  or  supervising  the  entries  in  booksofacconut 
devolves  shonld  under  any  drcumstances  whatever  be 
allowed  to  handle  moneys.  A  reasonable  compliance 
with  self-evident  rules  of  this  description  is  indeed  far 
more  important  as  a  means  of  detecting  fraud  than  the 
most  elaborate  ^stem  of  audit  that  it  would  be 
practicable  to  devise. 


ineom.  Tat-  ^°  '^P^^  *°  correspondent 
latoMst  OB  Buk  "  Burgh,"  whose  letter  under  the  above 
Oiudr&fta.  heading  we  reproduced  in  our  issue  of 
the  10th  inst.,  we  have  no  hesitation  in  saying  that 
interest  on  a  fluctuating  bank  overdraft  is  a  proper 
deduction  from  profits  for  income-tax  purposes,  and 
would  be  allowed  as  such  by  any  reasonable  Surveyor. 


ttBottwiilM  regard  to  the  question  asked  by 

BImMs  Pwwtt    onr  correspondent  "  A.  C."  in  our  issue 
OompuiM,  jijg  jQ^jj  inst.,  who  was  desirous  of 

obtaining  an  accounting  book  which  gives  a  good  idea 
of  all  books,  forms,  and  accounts  usually  kept  by  large 
electric  power  companies,  we  may  point  out  that  such 
companies  are,  in  the  nature  of  things,  not  sufficiently 
numerous  to  render  the  production  of  a  book  of  this 
description  practicable,  nor  is  the  want  hkely  to  be 
felt,  inasmuch  as  such  companies  can  always  afford  to 
retain  the  best  professional  advice  available.  A  good 
deal  of  usefol  information  upon  the  subject  may,  how- 
ever, be  gathered  from  "  Electric  Lighting  Accounts," 
Vol.  XXIX.  of  the    AccouMTAHTS'  Library"  series. 


■ottidpai  V^^^  evident  thai  the  local 

KlMtfieUgulu  authorities  are  not  going  to  have 
the  criticism  of  Electricity  Accounts 
entirely  on  their  own  side,  for  the  managing  director  of 
the  London  J^ectrlc  Supply  Corporation,  Llm.,  has 
addressed  a  letter  to  Uie  Local  Government  Board  in 
connection  with  the  Electricity  Accounts  of  the 
Bcvoughs  of  Bennondsey  and  Southwark  which  is  very 
interesting  and  instmctlve.  It  wlU^  perhaps,  be 
remembered  that  in  June  last  Mr.  Bain  called  attention 


to  the  accounts  of  the  electric  lighting  department  of 
the  Borough  of  Bermondsey  for  the  year  ended  31st 
March  1905,  and  pointed  out  what  he  considered  to  be 
several  errors  therein.  The  accounts  with  which  the 
present  letter  is  reported  to  deal  ars  those  of  the  same 
borough  for  the  year  ended  31st  March  last.  The 
matter  is  said  to  be  one  of  great  importance  to  the 
Electrical  Supply  Corporation,  Lim.,  which,  in  addition 
to  being  a  substantial  ratepayer,  is  said  to  be  a  statu- 
tory authority  for  the  supply  of  electric  enei^  in  the 
boroa^,  and  is  thus  not  only  being  competed  with  in 
an  nnfalr  manner,  bat  is  also  called  upon  to  contribute 
to  the  loss  which  is  being  incurred  yearly  by  the  carry- 
ing on  of  the  undertaking  by  the  Borough  CoondL 
Attention  is  also  drawn  to  Clause  8  of  the  Bermondsey 
Electric  Lighting  Order,  1902,  the  intention  of  which 
was  that  the  undertaking  thereby  authorised  should 
not  be  carried  on  with  the  aid  of  the  rates,  and  it  is 
pointed  out  how  this  clause  is  alleged  to  have  been 
evaded.  The  following  figures  are  given  in  support  of 
Mr.  Bain's  contention,  the  whole  of  the  loss  having,  of 
course,  to  be  borne  by  the  ratepaym  of  the  borough : — 

Ezpwses  Undercharged— 

Dnst  Destrootor   £3,SIE» 

Rates  and  Taxes    6tf 

t^w  and  Fariiamentarj  Charges    959 

Depredatkm,  Retenre,  or  Sinking  Fund  3,114 

  £6,86j 

Addn- 

Revenue  Ovor-oredited  for  Sun>t7  to  Pnblio  Lamps        . .  1,130 
Total   £7S9a 

The  Expenses  would  thus  be  increased  to  ..  £iSM9  o  o 
And  the  Revenue  rednced  to    i5,3fi3  o  o 

Showing  a  Lots  of   ..      ..  86  0  o 

To  whklh  has  to  be  added  Interest  on  Hortgage  Debt 
and  Loans <per  Net  Revcnne  Aoeonnt]  4,2461311 

Thns  showing  a  Total  Loss  on  the  Year's  Workings 
(Instead  of  a  profit,  as  shown  by  the  aceonnta,  of 

of    £4.3 J»  13  " 

It  is  said  that  a  similar  state  of  affairs  exists  in  con- 
nection with  the  Electricity  Accounts  of  the  Borough 
of  Southwark,  and  Mr.  Bain's  suggested  alterations  are 
as  follow  : — 

Expenses  Underobarged— 

Rates  and  Taxes    £467 

Parliamentary  Charges   539 

Depredation  or  Reserve   1,478 

Rennne  Over«redilod  tor  Supply  to  Pnblic  Lamps        . .  960 
Total   £3^64 

The  Expenses  wonid  thus  be  increased  to  £"-77i 

And  the  Income  decreased  to  ^ .     ^  I  U,3S6 

Showing. Balanoeoi  ..  D  git  zed  by  V^OOgl^^ 
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In  this  latter  connectkm,  as  the  iDterest  on  and  repay- 
ment of  loans  for  the  year  amounted  to  j^4,659,  it  is 
maintained  that  there  is  a  loss  on  the  year's  working 
of  /4t044,  instead  of  a  profit,  as  shown  by  the 
published  accounts,  of  £3yg,  the  whole  of  which  loss 
will  have  to  be  borne  by  the  ratepayers.  It  will  be 
interesting  beyond  measure  to  bear'  the  officers  of  the 
boroDghs  concerned  in  their  defence. 


fhi  OhartaMd    We  are  asked  to  call  attention  to  the 
AesMUtuit 

■tndwti  loetaty  seventh  annual  dinner  of  the  London 
ot  LMdaa.     Chartered     Accountant  Students 

Society,  which  is  to  be  held  at  the  Hotel  Cecil,  on 
Thorsday,  6th  proa.  Mr.  Ernest  Cooper,  F.C.A.,  a 
Vice- Prudent,  will  preside.  9r  Edgar  Sp^er,  Bart., 
has  promised  to  propose  the  toast  of  "  The  Society," 
and,  beddes  many  leading  members  of  the  profession, 
the  Eollowing  gentlemen  will  be  present : — Sir  F.  G. 
Banbnzy,  Bart.,  M.P.;  Sir  J.  Denison  -  Pender 
K.C.U.G.;  Sir  J.  Skewes  Cox.  An  excellent  musical 
programme  will  be  provided.  All  members  of  the 
Institute,  even  if  not  members  of  the  Society,  and  their 
friends,  are  cordially  invited  to  take  tickets.  Those 
desiring  tickets  are  requested  to  apply  to  the  Secretary, 
lA  Frederick's  Place,  Old  Jewry,  E.C.,  without  delay, 
so  as  to  facilitate  the  seating  arrangements. 


O—iili  mA  tfet 


In  reply  to  the  question  put  by  Sir 
FwrtMBMlM^ft  Howard  Vincent  fn  the  House  of 

Commons  last  week,  with  regard  to 
the  loss  to  investors  in  Consols  through  the  Post  Office 
Savings  Bank  of  £20  in  every  £100,  and  to  the  fact 
that  there  was  nothing  in  the  books  issued  to  depositors 
to  show  persons  unaccustomed  to  Stock  Exchange 
transactions  that  Government  Stock  was  subject  in 
this  country  to  such  fluctuation  and  depreciation,  the 
Chancellor  oS  the  Exchequer  Is  reported  to  have  Bald 
that  a  warning  is  contained  in  the  latest  issae  of  the 
deposit  book,  as  well  as  in  the  leaflet  issued  to 
deporitors  on  the  subject  of  Govemmrat  Stock,  to  the 
effect  that  the  price  of  Stock  is  subject  to  fluctuation, 
and  that  the  Postmaster- General  is  not  liable  Cor  any 
loss  sustained  through  a  fall  in  price  between  the  dates 
of  purchase  and  sale.  He  could  not  r^ard  the  absence 
of  the  warning  in  the  past  as  an  implied  guarantee 
against  such  loss,  and  he  thought  the  depositors  who 
had  invested  in  Consols  were  as  well  aware  of  the 
nature  of  the  investment  as  other  small  Investors.  He 
did  not  see  the  need  for  a  Committee,  and  he  did  not 
know  of  the  existence,  either  in  France  or  Germany,  of 


any  sjrstem  by  which  investors  could  be  secured  against 

a  fall  in  the  price  of  Government  Stocks.  Sir  Howard 
Vincent  also  asked  the  Chancellor  of  the  Exchequer 
what  was  the  total  value  of  Consols  purchased  through 
the  Post  Office  Savings  Bank  for  1905-6,  and  what  was 
the  total  value  of  those  securities  on  November  xst 
1906,  and,  having  regard  to  the  depreciation  in  the 
Stock,  whether  he  saw  any  way  of  recouping  the  thrifty 
worldly  classes.  The  reply  was  to  the  effect  tiiat  the 
nominal  amount  of  Consols  purchased  in  the  year 
referred  to  was  ^£'743,884,  the  amount  of  the  purchase- 
money  being  £797,724.  If  the  same  amount  of  Stock 
had  been  sold  on  the  31st  October  1906  it  would  have 
realised  1^640,205.  He  was,  however,  unable  to  say 
how  much  of  the  Stock  purchased  for  depodtors  in 
1905-6  was  still  held  by  them  on  the  last-mentioned 
date,  and  did  not  think  he  would  be  justified  in  giving 
investors  preferential  treatment  in  the  way  suggested 
at  the  expense  of  the  goieral  taxpayer. 


A  Mtm  PriTT  The  Hou.  Mr.  Justice  Kekewich,  who 
CooBoUior.  has  been  made  a  Privy  Councillor,  was 
bom  in  1832,  became  a  barrister  of  Lincoln's  Inn  in 
1858,  was  made  a  Q.C.  in  1877,  and  has  been  a 
Judge  of  the  Chancery  Division  of  the  High 
Court  of  Justice  since  1886.  The  Law  Times  remarks 
that  it  Is  unusual  and  without  precedent  that  a 
puisne  Judge  of  the  High  Court  should  be  made  a 
member  of  the  Privy  Council  while  still  a  member  of 
the  Bench,  The  new  Privy  Councillor  is  nevertheless 
to  be  congratulated  on  what  must  be  looked  upon  as  a 
recognition  of  twenty  years*  honourable  service. 


_^  ^  ,  The  case  of  Ponsford.  Baker  &  Co.  v, 
Tba  BfliMt  of  ' 

■otlM  irt  an  Art  Union  of  London  and  Smith's  Bank, 
•t  Baaknptey.    £,j|».,  should  not  be  overlooked  by 

those  whose  practice  embraces  bankruptcy  administra- 
tion. The  facts,  which  are  not  so  important  as  the 
deductions,  brwfly  were:^ — Plaintllb  wore  declared 
defaulters  on  the  Stock  Exchange  and  the  Official 
Assignee  commenced  to  collect  the  assets.  This,  it 
may  be  remembered,  constitutes  an  act  of  bankruptcy. 
Defendants  held  securities  deposited  to  secure  a  loan 
of  ;f  10,500.  The  amount  of  this  loan  with  interest  was 
tendered  by  plaintiffs  and  the  Official  Asngnee,  and  a 
surrender  of  the  securities  asked  for.  On  account  of 
the  circnmstauces  this  was  refused,  and  the  action  was 
brought  to  compel  re-delivery/^  ^juiypii^it.  The 
decision  may  be  summalil^^&^idttd^-^( 
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(a)  Notice  of  an  available  act  of  bankruptcy  is  no 
defence  to  an  action  for  recovery  of  debt,  but  debtor 
cannot  safely  pay  same  under  threat  of  legal  proceed- 
ii^s.  His  duty  is  to  pay  the  money  into  Court  and 
apply  for  directions. 

(&)  A  secured  creditor  may  safely  deal  with 
securities  in  his  bands  notwithstanding  notice  of  an 
available  act  of  bankruptcy,  bat  he  cannot  accept 
payment  from  the  debtor  or  his  assignee  without 
leave  of  the  Court,  for  the  debtor  is  contingently  dis- 
qualified from  tendering  or  disposing  of  his  property. 
In  an  actkm  the  act  of  bankruptcy  is  no  defence,  bat 
the  Court  will  generally  hang  ap  the  action  until  the 
rights  of  all  parties  have  been  crystalliBed. 

(c)  General  effect  of  decision  is  to  indicate  that, 
under  these  circumstances,  an  appeal  to  the  Court 
should  be  made. 


fj„,„gg^j^^  In  reply  to  our  correspondent  "  Mort- 
KitfMsr  oC  gage,"  whose  letter  under  the  above 
MMtMMk  heading  appeared  in  our  last  week's 
issne,  we  must  confess  that  we  do  not  quite  understand 
the  object  of  employing  a  solicitor  if  the  directors  do 
not  propose  to  act  upon  his  advice  when  given.  The 
solicitor  has  doubtless  a  much  more  detailed  knowledge 
of  the  £act8  and  circamstances  than  is  communicated 
in  our  correspondent's  letter,  and  if  with  this  special 
knowledge  he  considers  that  there  has  been  a  new 
transaction,  we  certainly  should  not  be  disposed  to 
doubt  it.  If  for  any  very  special  reason  it  is  of  vital 
importance  that  the  charge  should  not  be  registered, 
the  directors  may  think  it  worth  while  to  take  counsel's 
opinion  on  the  point ;  but  we  are  afraid  we  cannot 
answer  off-hand,  and  in  the  absence  doubtless  of  many 
material  facts,  a  question  which  is  in  essence  one  of 
fiict,  and  not  one  of  law. 


llM  At  the  London  Institution  last  week, 
■oi»7  Muktt.  before  the  members  of  the  Chartered 
Institute  of  Secretaries,  Mr,  W.  R.  Lawson  delivered 
an  interesting  lecture  on  "  The  Abnormal  State  of  the 
Mon^  Market."  The  lecturer  was  donbtful  whether 
London,  which  still  claimed  to  be  the  monetary  centre 
of  the  world,  was  keeping  pace  with  the  growth  of  that 
world.  Lombard  Street  was  now  only  one  of  a  multi- 
tude of  competitive  centres,  and  principles  that  were 
sound  and  reliaUe  thirty  srears  ago  were  now  being 


subjected  to  excessive  strain.  The  most  abnormal 
fisature  of  the  present  day  was  the  great  Inflation  of 
credit  which  had  taken  place,  and  as  most  of  this  credit 
was  of  foreign  origin,  control  over  it  was  naturally 
difBcult.  We  had  many  creditable  focilitles  in  this 
country,  but  onr  national  vanity  prevented  us  from 
abandoning  positions  no  longer  tenable,  and  throwing 
off  responsibilities  which  had  become  neither  necessary 
nor  practicable.  After  dealing  in  bis  usual  clear  and 
pointed  manner  with  the  "  scandal "  of  a  6  per  cent 
Bank  Rate,  and  the  strain  on  the  resources  of  Lombard 
Street,  Mr.  Lawson  said  that  neither  bankers  nor 
p(^ticians  could  bring  relief.  It  was  the  commercial 
public  which  would  have  to  take  the  question  into  its 
own  hands  after  having  studied  the  matter  from  an 
independent  standpcdnt. 


Tb«  BUtnta  of  In  Interesting  case  {Re  J.  G.  Emmett ; 
Umiuttoni.  Jenkins  v.  Emtnett)  recehtly  heard 
before  Mr.  Justice  Kekewich  the  facts  were  somewhat 
peculiar.  A  father  had  lent  his  son  £%fioo.  The 
father  died  In  May  1905  and  appointed  his  son  as  one 
of  the  executors  of  his  will.  No  payment  in  respect  of 
capital  or  interest  had  been  made  since  1898,  so  that 
the  claim  was,  primd  facie,  statute  barred.  The  will 
was  proved  by  the  executors,  and  in  the  schedule  of 
debts  due  to  the  testator  attached  to  the  affidavit  for 
Inland  Revenue  appeared  the  item  in  question.  The 
son  died  in  October  1905  and  claim  was  made  in 
the  administration  of  bis  estate  by  the  surviving 
executors  of  his  fathn's  will.  On  behalf  of  the  son's 
estate  the  provisions  of  Lord  Tenterden's  Act  were 
urged,  but  it  was  held  that  the  acknowledgment  made 
in  the  affidavit  for  probate  was  sufficient  to  take  the 
debt  out  of  the  Statute  of  Limitations,  and  that  the 
claim  must  be  allowed. 


BaUwi^  aad  Midland    Railway  Company 

KaUi.  evidently  do  not  intend  to  be  satisfied 
with  the  laurels  which  they  gained  in  their  appeal 
against  the  Hampstead  assessment,  for  at  the  recent 
quinquennial  assessment  of  the  County  of  London  it 
is  reported  that  the  company's  Surveyor  objected  to 
the  assessment  of  £^,1^9  gross  and  ^'4,106  rateable 
value  for  the  company's  goods  and  craj^depdt,  situated 
in  the  Borough  of  Poplar^  |g  ^^|^|J^(^i@t^^i|l^- 
tions  the  assessments  were  reduced  to  £^,s!oo  gross 
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jCSi^SO  rateable  value,  but  as  this  was  not  con- 
sidered  satisfactory  to  the  company  notices  of  appeal 
were  served  to  the  County  of  London  Sessions.  When 
the  case  came  on  for  hearing  last  week,  it  was  stated 
on  behalf  of  the  company  that  the  Poplar  authorities 
had  offered  to  agree  to  an  assessment  of  :f  31450  gross 
and  j£'2,20o  rateable  valae,  each  party  to  pay  its  own 
costs.  It  was  added  that  the  Midland  Railway  Com- 
pany agreed  to  these  figures  without  prejudice,  in  order 
to  save  the  time  of  the  Court  and  the  heavy  costs  that 
would  be  incurred.  As  the  rates  in  the  Borough  of 
Poplar  are  12s.  in  the  £,  the  reduction  in  question  will 
mean  a  saving  in  rates  to  the  company  of  £yzo  per 
annum  for  the  five  years  dnring  which  the  new  figures 


will  remain  in  force.  In  connection  with  this  question 
of  railway  rates  a  correspondent  of  The  FinancuU 
News  contributes  a  very  interesting  statement,  in 
tabular  form,  which  we  append  below,  showing  the 
total  rates  and  taxes  paid  for  the  years  1885, 1895, 1905, 
together  with  the  ratio  of  the  figures  to  the  net  receipts 
in  the  case  of  five  of  the  most  important  railway  com- 
panies in  this  country.  The  figures  speak  for  them- 
selves, and  the  increase  is  almost  as  astounding  as  is 
the  inaction  o!  the  companies  concerned.  Evidently, 
since  the  Midland  Railway  has  now  led  the  way,  a 
change  will  come  over  the  scene,  and  there  is  likely  to 
be  some  severe  contests  on  this  point  in  the  near 
future. 


Great  EaUeni 

Great  Northern 

Midland 

Great  Western 

London  &  North-Westcfn 

Year 

Total  of 
Rales  and 
Taies 

Ratio  to 

Net 
Receipts 

Total  of 
Rates  and 
Taxes 

Ratio  to 

Net 
Receipts 

Total  of 
Rates  and 
Taxes 

Ratio  to 

Net 
Receipts 

Total  of 
Rates  and 
Taxes 

Ratio  to 

Net 
Rectipts 

Total  of 
Rates  and 
Taxes 
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Receipts 

£ 

% 

£ 

% 

£ 

% 

£ 

% 

£ 

% 

1885 

96,835 

5-?5 

110,346 

6*86 

3-63 

003,640 

515 

257,085 

iSgs  •■ 

197.390 

10*09 

153,549 

8-6? 

303,686 

rsa 

r?a 

675 

1903  .. 

313.380 

14-13 

=33,307 

ifi3 

45a, 46a 

59',o84 

ia-5i 

m73i 

10^3 

AiMMBuiti  income-tax  purposes  Schedule 

vBdn  Behednl*   "E"  rdates  to  the  salaries  of  Govem- 

ment  officials  and  others  in  public 
employment,  and  includes  many  (but  not  all)  of  the 
incomes  derived  by  persons  employed  by  public  com- 
panies. A  comparison  of  the  returns  for  the  year 
1903-4  with  those  of  1904-5  is  thus  of  interest,  as 
throwing  some  light  upon  the  question  whether  such 
salaries  are  upon  the  whole  increasing.  So  far  as  can 
be  gathered  from  a  superficial  investigation  of  the 
subject,  it  would  appear  that  while  there  is  a  decided 
increase  in  the  number  of  persons  receiving  upwards  of 
;f  1,000  per  annom,  the  average  salary  under  Schedule 
"  E  "  is  practically  constant.  In  the  first  two  fiscal  years 
under  review  355,982  employees  received  a  total  of 
£Sz,486fiStf  or  an  avera^  of  practically  ;C^33  apiece. 
In  the  following  year  the  total  number  of  such 
employees  had  increased  to  371,420,  earning  aggregate 
salaries  of  ;f85,652,ii3,  or  an  average  of  slightly  less 
than  j^s3i  each.  These  figures,  of  course,  exclude 
salaries  of  ;^i6o  per  annum  and  less.  The  increase  in 
the  number  employed  is  spread  fairly  evenly  over  the 
various  grades,  save  with  regard  to  the  highest,  where 
we  find  that  the  number  of  persons  in  receipt  of  a 
talary  of  £sfiOo  per  annum  has  Increased  from  90  to 


108.  The  return  under  Schedule  "  D  "  shows  that  only 
35  penons  paid  income-tax  on  over  £50,000  a  year,  bnt 
such  a  return  is  in  the  nature  of  things  quite  misleading, 
in  that  most  persons  possessed  of  more  than  quite 
moderate  incomes  draw  them  from  several  different 
sources,  the  income  being  in  most  cases  taxed  at  the 
source.  It  would  thus  be  quite  exceptional  for  anyoDe 
to  be  called  upon  to  personally  pay  a  large  snm  in 
respect  of  income-tax. 


.   .      . .      Our  correspondent  **  Hector,"  whose 

Auditor's  Lien  *^    ,       , , 

on  Books  Mid  letter  we  reproduced  last  week,  appears 
Doennunti.  to  have  an  altogether  erroneous 
impres^on  with  regard  to  liens.  An  auditor  can  only 
claim  a  right  of  Hen  in  respect  of  property  in  his 
possession  upon  which  he  has  actually  put  work  in 
accordance  with  instructions  received  from  the  owner 
of  that  property.  The  question  as  to  how  far  the  work 
of  an  auditor  is  sufficiently  tangible  and  evident  to 
entitle  bim  to  the  same  lien  that  might  be  possessed 
(say)  by  a  laundry,  or  by  a  book-binder,  is  one  that  has 
not  yet  been  satisfactcnily  settledr^t  hough  the  pro- 
babilities appear  to  b^i^iita  ffiVQnrO^^wmever 
that  may  be  as  applied  to  Loose-leaf  Ledgers,  if  there 
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can  be  any  justification  for  anfeutening  these  and 
separating  them  into  sections,  it  Is  clear  that  under  no 
possible  circamstances  could  there  be  any  lien  on  the 
covers  or  the  unosed  leaves.  The  lien  could  only  be 
upon  that  pcntlon  of  the  Ledger  upon  which  the  auditor 
had  performed  work,  assuming  (which  we  think  doubt- 
ful) that  a  Loose-leaf  Ledger  Is  capable  of  being 
separated  lev  the  purposes  of  determining  rights  of 
liens  thereon. 


Th«  Tliiit  fu  A  correspondent  writing  to  Tlu  Muni- 
MoBioipli  '^^P'^^  Journal  states  that  on  the  ist  ult. 
AofiMuU.  he  was  elected  one  of  the  borough 
auditors  of  his  town,  and  on  the  28th  ult.  wrote  to  the 
Town  Clerk  asking  if  the  acconnts  would  be  ready  for 
andit  on  the  ist  inst.,  and  was  informed  in  reply  that 
when  the  elections  were  over,  and  the  committees 
appointed,  the  matter  would  be  gone  into,  and  he  would 
be  consulted  as  to  date.  He  apparently  considers  the 
delay  unreasonable,  and  our  contemporary,  while  not 
exactly  recommending  it,  pcdnts  out  that  his  only 
remedy  Is  the  extreme  step  of  taking  proceedings  in  the 
High  Court  to  obtain  a  mandamus  directing  the 
Treasurer  to  comply  with  the  requirements  of  Section 
27  of  the  Municipal  Corporations  Act,  1882.  For  our 
own  part,  however,  we  should  have  thought  that  any 
reasonable  bu^ess  man  would  have  realised  that  a 
month  is  none  too  loi^  a  time  for  a  half-year's  accounts 
to  be  got  ready  for  audit,  particularly  if  the  regular  run 
of  budness  is  disturbed  by  a  municipal  election. 


.  ^  ,  It  Is  not  a  little  remarkable  that  the 
DiitiDotlTe  tendency  of  newly-formed  bodies  of 
iBitiais.  accountants  appears  to  be  to  as  far 
as  possible  assimilate  their  names  to  those  of  estab- 
lished societies,  and  to  profess  their  power  to  confer 
distinctive  initials  even  more  closely  resembling  those 
already  appropriated  by  others.  Leaving  out  of 
account  the  notorious  Scottish  "  C.A."  case,  there  is 
the  "  F.R.C.A,"  employed  by  the  Corporate  Account- 
ants, as  being  presumably  the  nearest  that  they  now 
think  they  can  get  to  "F.CA.,"  while  "  F.L.A.A."  is 
at  least  equally  near  to  "  F.S.AJ^.,"  and  when  writing 
may  be  made  really  surprisingly  alike.  If  these  mem- 
bers of  outside  bodies  are  really  anxious  not  to  be 
confbsed  with  Chartered  or  Incorporated  Accountants, 
it  seema  particularly  unfortunate  that  they  should  not 


have  adopted  a  more  efficient  means  of  readily  securing 
the  dedred  distinction. 


TiM  London  It  is  sixteen  years  since  the  London 
Chamber  of  Commerce  instituted,  more 
Bxaminatlons.  or  less  experimentally,  a  scheme  of 
examinations  in  various  commercial  subjects,  but  it  is 
only  of  recent  years  that  any  considerable  number  of 
candidates  have  taken  advantage  of  the  facilities 
offered.  At  the  most  recoit  examinations,  however, 
the  numbers  were  decidedly  large,  there  being  3,723 
candidates  for  the  Junior  examinations,  and  2,251  for 
the  Senior. 


k  wunin^  to  understand  that  our  contemporary 
iMtnitn.  The  Accountants'  Magazine  has  recenUy 
written  to  a  gentieman  who  Is  about  to  deliver  a 
lecture  before  a  meeting  of  one  of  the  English  Chartered 
Accountant  Students*  Societies,  stating  that  the  editor 
will  be  very  glad  to  be  allowed  to  pause  the  manuscript 
of  this  lecture  with  a  view  to  publication  in  its 
columns.  The  incident  suggests  to  us  the  desirability 
of  our  again  drawing  attention  to  the  fact  that 
in  cases  where  our  Scottish  contemporary  has  secured 
the  consent  of  lecturers  to  the  publication  of  their 
lectures  in  its  columns,  it  has  utilised  that  consent 
as  a  means  of  preventing  the  due  appearance  of  these 
lectures  in  The  Accountant^  claiming  that  their  appear- 
ance in  our  columns  would  be  an  infringement  of  its 
copyright  All  lecturers  must  kindly  understand,  there- 
fore, that  if  they  wish  their  papers  to  be  reprodnced  by 
us  it  is  necessary  that  they  should  either  refuse  the 
right  of  reproduction  to  The  Accountants'  Magazine,  or 
else  only  accord  it  upon  condition  that  the  copyright 
remains  with  them,  and  that  they  reserve  all  ri^ts 
as  to  publication. 


TiM  v«ru*i  Financial  Neus  of  the  17th  inst. 

Sou  PMduUen,  ^  corre^ondent  states  that  in  the  most 
favourable  years  only  two-thirds  (rf  the  gold  production 
of  the  world  goes  to  banks  and  mints,  and  that  In 
unfavourable  years,  as  now,  when  profits  are  abnmmal, 
the  whole  gold  production,  and  mneh  of  the  coin  in 
circulation,  is  used  up  for  personal  adornment  and  the 
increase  of  hoards,  adding  that  in  no  case  does  dther 
bank  or  mint  obtain  other  than  the  surplus  left  over 
after  every  other  demand  is  satisfied,  because  on  the 
average  the  conversion  of  [^^^^^  t^G^^OWC^^ 
smallest  rate  of  profit  to  the  producer.   Argu^  upon 
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these  premises,  the  correspoDdent  expresses  the  view 
that  under  existing  conditions  a  lo  per  cent,  rate  is 
neither  improbable  nor  unreasonable.  We  must  admit 
that,  granting  the  premises,  the  conclusion  seems 
reasonable  enough,  but  inasmuch  as  there  is  nothing 
really  very  exceptional  about  present  conditions,  and  a 
10  per  cent,  rate  has  never  been  known  under  such 
conditions,  it  seems  to  us  that  there  must  be  something 
wrong,  if  not  with  the  argument,  then  with  the 
hypothesis  upon  which  it  is  based. 


Our    contemporary    Tht  Solicitors' 
Corporato  ^  ' 

BzeoatonMid    Journal  has  drawn  attention  to  the 

TnttMi.  recent  decision  of  the  Supreme  Court 
of  Queensland  in  Re  Bertram  which  raises  a  question  of 
some  interest  in  connection  with  the  appointment  of 
limited  companies  or  other  corporate  bodies  as  execu- 
tors and  trustees.  The  practice  is  probably  more 
popular  in  Australia  than  in  this  country,  and  in  one 
State  at  least  there  is  a  public  trustee,  which,  of  course, 
means  that  the  State  itself  undertakes  the  duties 
through  a  duly  accredited  agent.  The  decision  in 
Re  Bertram  appears  to  have  arisen  ont  of  an  application 
made  by  the  Union  Trustee  Company  of  Australia  to 
have  the  probate  of  a  deceased  testator  which  had 
been  granted  to  them  in  Victoria  reseated  by  the 
Queensland  Court  under  the  British  Probates  Act, 
1898.  The  Queensland  Court,  however,  has  held  that 
inasmuch  as  the  Union  Trast  Company  was  incorpo- 
rated by  private  Act  in  Victoria  before  1898,  at  a  time 
when  the  resealing  of  probates  granted  in  another  part 
of  Her  Majesty*L  dominions  was  not  contemplated,  the 
company  has  nnder  its  constitution  no  power  to  apply 
through  an  officer  or  the  resealing  of  the  probate  in 
the  same  manner  as  it  was  authorised  to  apply  for 
probate  in  Victoria.  It  would  be  interesting  to  Icnow 
whether  Courts  in  other  parts  of  His  Majesty's  domin- 
ions take  the  same  view,  for,  if  so,  a  veiy  serious  blow 
has  been  struck  to  executorships  and  trusteeships 
undertaken     corporate  bodies. 


Ondnaud  Our  contemporary  Th^  Manchester  City 
Inemw  Tmx.  News  is  jubilant  over  the  news  that  the 
Government  intends  to  introduce  a  scheme  of 
graduated  income-tax  discriminating  between  earned 
and  unearned  incomes.  It  seems  to  us  very  early  to 
make  the  announcement  in  these  positive  terms,  but 


before  anytiung  in  the  nature  of  legislation  in  this 
direction  can  be  attempted  it  is  desirable  that  the 
Legislature  should  be  much  clearer  than  our  c(Hitem- 
porary  appears  to  be  as  to  what  are  earned  and  what 
are  unearned  incomes.  The  suggestion  that  people 
who  are  kept  by  others  may  quite  reasonably  be 
expected  to  contribute  a  larger  share  to  Imperial 
taxation  than  those  who  help  to  keep  them,  and  support 
themselves  into  the  bargain,  seems  a  little  too  loose 
for  practical  purposes,  even  if  we  were  disposed  to 
accept  itin  principle.  As  it  stands,  we  must  confess  that 
we  do  not  quite  see  the  advantage  of  Imposing  fbrther 
taxes  upon  those  who  are  already  dependent  upon 
others  for  their  support.  Primd  facie  it  would  seem  to 
be  simpler,  and  even  more  economical,  to  tax  the  latter 
direct,  for  ultimately  the  sur-tax  would  appear  to  have 
to  come  out  of  their  pockets.  Again,  if  the  difference 
between  earned  and  unearned  incomes  be  regarded 
as  determined  by  the  question  as  to  whether  or  not 
the  income  is  derived  by  way  of  a  return  upon  an 
investment  of  capital,  it  may  be  pointed  ont  that 
accumulations  of  capital  are  sometimes  accumula- 
tions of  the  hardest  earnings,  and  do  not  always 
represent  surplus  income  at  that.  Equally  unwork- 
able, because  equally  loosely  stated,  apart  from  any 
question  of  principle,  is  the  suggestion  that  the 
individual  in  receipt  of  a  comparatively  large  income 
can  ailOTd  to  pay  a  higher  rate  of  taxation  than  every 
one  in  receipt  of  a  smaller  income.  There  may  be 
some  truth  underlying  this  proposition  if  it  be  appUed 
only  to  extremely  large  incomes,  but  it  is  not  difficult 
to  imagine  cases  in  which  A.,  with  an  income  of  (say) 
^£'300  or  ;^400  per  annum,  is  far  better  off  than  B.  with 
an  income  of  three  or  four  times  that  amount,  the 
taxing  capacity  of  the  two  being  dependent  not  merely 
upon  their  respective  incomes,  but  also  upon  their 
respective  obligations.  For  our  own  part,  we  prefer 
to  await  the  report  of  the  Select  Committee  before 
discussing  the  matter  ;  bnt,  in  the  meantime,  we  may 
perhaps  say  that  the  problem  is  by  no  means  such  a 
simple  one  as  our  contemporary  appears  to  think. 


Aadltora' 
OwtlAoatu  Mid 
Biporti. 


When  commenting,  in  our  issue  of  the 
loth  inst.,  on  the  hearing  of  the  charges 
against  Mr.  S.  G.  Massey  in  connection 
with  the  recent  failure  of  the  Economic  Bank,  Lira.,  we 
referred  to  the  evidence  given  by  a  witness  from  the 
Official  Receiver's  office  as  to  theAtfitadfrof^fteJ[>ank*s 
aoditors  towards  the  ac^^l^^lSi^inlnci^Sic^ii^ 
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At  ttUs  stage  anything  in  the  nature  of  comment  upon 
the  case  would  obviously  be  Improper,  but  as  mention 
has  been  made  of  the  audit,  it  is,  we  think,  only  fair 
that  we  should  withont  delay  place  before  our  readers 
the  substance  of  the  evidence  given  by  the  auditors 
themselves  at  the  adjourned  hearing,  which  took  place 
at  Bow  Street  on  the  5th  iost.    Mr.  J.  H.  Webster 
stated  that  he  was  a  managing  clerk  in  the  employ  of 
Messrs.  Tnrquand*  Youngs  &  Co.,  and  that  his  firm 
audited  the  accounts  of  the  Economic  Bank  from  1894 
until  March  1904.  Asked  why  the  1904  Balance  Sheet 
did  not  show  what  securities  were  held  against  certain 
deposits  with  the  Financial  Bank,  he  replied  that  it  was 
not  asual  for  banks  to  do  this.    He  added  that  this 
Balance  Sheet  showed  what  purported  to  be  sums  of 
money  aKregating  ;fi3,84o,  which  from  time  to  time 
had  been  deposited  with  the  Economic  by  the  Financial 
Bank.   He  did  not  look  into  the  books  to  see  whether 
Buch  money  had  in  point  of  fact  been  received  by  the 
former  because  it  was  customary,  as  between  banks,  to 
get  a  certificate  verifying  the  balance,  unless  there  was 
reason  to  suppose  that  there  was  something  wrong. 
The  witness  ccMitinued  that  it  was  part  of  his  duty  to 
satisfy  himself  as  to  the  existence  of  the  bank's  invest- 
ments as  represented  by  them,  and  be  received  from 
the  Financial  Bank  e«:tificates  certifying  the  secarities 
which  they  held  from  the  Economic  Bank.    So  far  as 
he  knew,  every  document  at  (he  bank  was  available 
for  his  inspection*  and  nothing  was  concmUed.  Mr. 
J.  F.  Clarke,  F.C.A.,  a   member  of  the  firm  of 
Tarqnand,   Youngs   &   Co.,  deposed  to  receiving 
the  last  witness's  report  as  to  the  1904  Balance  Sheet 
of  the  Economic  Bank.   Having  r^;ard  to  the  bank's 
articles  of  association,  he  had  some  doubt  as  to  the 
l^ality  of  its  transactions  with  the  Financial  Bank, 
and  legal  advice  was  taken  on  the  subject.   Up  to  that 
time  he  had  never  heard  of  the  Financial  Bank,  but 
was  informed  that  it  had  a  capital  of  three  hundred 
thousand  pounds  and  a  good  foreign  connection. 
Mr.  Stanley  Howard  Percy,  who  audited  the  1905 
Balance  Sheet,  stated  that  at  one  of  the  board  meet- 
ings he  asked  for  some  proof  that  the  shares  held  by 
the  bank  as  security  were  as  valuable  as  they  were 
represented  to  be,  and  was  informed  that  the  Financial 
Bank  was  a  sound  concern,  which  statement  he  had  no 
reason  to  doabt.  We  may  add  that  while  Mr.  Percy 
is  deflcribed  in  The  Times  as  a  Chartered  Accountant, 
we  do  not  observe  his  name  in  the  1906  list  of  members 
of  the  English  Institute,  not  in  the  Official  Directory  of 
the  Chartered  Accountants  of  Scotland  for  the  current 
year.  | 


Current  Xaw, 

AOMINISTRATIONS. 

In  re  Chalinder  &  Herington.  Warrington,  J. 
Held,  that  a  solicitor-executor  appointed  under  a 
will  creating  him  solicitor  of  the  testator's  trust 
property,  and  allowing  all  professional  and  other 
charges  for  his  time  acd  trouble  notwithstanding  his 
being  such  executor  and  trustee,  may  not  charge  for 
items  representing  charges  for  business  or  work  done 
bv  him  or  his  firm  which  were  capable  of  being  done 
by  him  as  trustee  personally,  and  not  reqmring  the 
employment  of  a  solicitor.— (ri«M,  Nov.  ig.) 


Corresponbence  an&  Enqutriee. 

All  communlcatloas  to  the  Editor  should  be 
by  letter  only. 


[Wt  are  at  all  iiaui  ready  t»  insert  evwresfeniUiue  am 
natters  of  interest  to  the  Profession,  iut  we  do  not  of  course 
hold  omrselves  in  any  way  rtsponsihle  for  the  epinionx 
expressed  by  our  correspondents.  Correspondence  intended 
foe  current  issue  must  reoik  us  at  the  latest  by  Wednesday 
sftemoon;  and  must  in  all  cases  be  accompanied  by  tMe 
name  and  address  of  correspondents,  not  necessarily  for 
publication,  but  as  a  guarantee  of  good  faitk.1 


Income  Tax  Claims. 

{To  the  Editor  of  The  Accountant.) 

Sis, — I  should  be  obliged  for  your  opinion  or  that 
any  of  your  readers  on  the  following  question  : — 

An  agreement  is  made  between  a  mortgagor  and 
mortgagee  to  the  effect  that  the  latter  is  to  receive  a 
fixed  amount  by  way  of  interest,  irrespective  of  any 
fiuctuattODS  in  income-tax,  and  that  the  tax  is  to  be 
paid  by  the  mortgagor. 

The  mortgagee  claims,  therefore,  that  the  income-tax 
is  in  effect  paid  by  himself,  and  that  the  agreement 
practically  amounts  to  his  receiving  interest  at  a  rate 
which  varies  with  the  tax. 

Will  the  income-tax  authorities  be  likely  to  accept 
this  view,  and  allow  a  claim  by  the  mortgagee  for 
exemption  or  abatement  ? 

Yours  faithfully, 

QUERY. 

[As  the  mortgagor  would  not  be  assessed  for  tax  on 
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Uceastng  Act,  1904,  and  Income  Tax. 

{Te  the  Editor  of  The  AceountOMt.) 

SiK, — I  should  be  maoh  obliged  if  yon  or  any  of  your 
readers  could  inform  me  whether  any  decision  has  been 
come  to  with  regard  to  the  allowance,  or  otherwise,  as 
a  deduction  from  profits  for  income-tax  purposes  of 
amounts  paid,  in  respect  of  tied  houses,  to  the  Com- 
pensatioD  Fond  under  the  above  Act. 

I  have  read  the  letter,  published  in  your  issue  of 
27th  January  1906,  from  Mr.  J.  W.  Stead,  F.C.I.S.,  in 
which  he  quotes  the  opinioa  of  Mr.  Danckwerts,  K.C. 
(based  on  the  decision  in  Brickwood  v.R^noldsnspect- 
ing  repairs  to  licensed  houses),  that  such  payments 
could  not  be  deducted  ;  but  with  all  due  deference  to 
so  high  an  authority,  the  two  cases  do  not  appear  to 
me  to  be  analogous. 

Yours  faithfully, 
November  igo6.  D. 

Telephone  Rent  In  Composltloiu. 

(To  tlu  Editor  of  TJu  Aeeotmtamt.) 

Sir, — In  a  recent  case,  a  composition  with  creditors 
was  arranged  on  a  date  when  a  year's  telephone  rent 
In  advance  had  fallen  due  a  month  before. 

The  telephone  company  stopped  the  use  of  the  wire, 
and  (the  buriness  being  sold  shortly  afterwards)  have 
re-ler  the  wire  to  the  purchaser,  without  any  removal  of 
same  taking  place.  They  claim  to  have  the  year's  rent 
included  in  the  list  of  creditors  under  the  arrangement 

I  believe  the  claim  to  be  legal,  but,  on  the  other  hand, 
has  the  trustee  no  power  to  refuse  assent  to  the  re-let- 
ting of  the  wire,  except  on  equitable  terms  ?  Such 
terms  would  be  that  the  telephcme  company  should 
rank  for  dividend  on  a  proportionate  part  of  the  year's 
rent  only.  Otherwise,  they  make  a  profit  through  the 
insolvency. 

Thanking  you  in  advance, 

I  remain,  yours  truly, 

H.  W.  HAZLEHURST. 

Oldham,  i^th  November  1906. 

[Refer  to  the  telephone  compan]r'B  private  Act. — 

Ed.  Aect,] 


Oreater  New  York  Corporation  Accounts. 

(To  tit  Editor  of  The  Aeeountani.) 
Sir, — There  are  two  quotations  from  the  Journal  of 
Accountant  (New  York)  which  I  think  your  readers 
ought  to  have  their  attention  drawn  to.   (i)  is  by 
H.  W.  Wilmot,  EBq.,'C.P.A.   He  says 


"  One  of  the  objects  of  the  Balance  Sheet  dionld  be  to 
clearly  show  tKintBioldMB  and  tax-payers  what  the 
assets  of  the  city  are. 

The  capital  assets  shoold  be  classified  therefore  so  as 

to  show : 

(tf)  Property  which  could  be  sold,  if  desired,  without 
interf«iug  with  the  facilities  already  enjoyed,  such  as 
the  waterworks. 

(b)  Property  whkh  might  be  sold  without  hampering 
the  city  administration,  but  the  di^nsition  of  which 
would  involve  a  loss  of  convenience — such  as  parks, 
public  buildings,  &c. 

(c)  Property  which  it  would  be  imposmble  for  the  city 
to  sell  under  any  circumstances — such  as  bridges, 
sewers,  &c.  This  classification  has  in  the  case  of 
several  cities  fo\ind  great  favonr  with  banitrt  in  con- 
sidering the  placing  of  bonds." 

Then  there  is  also  Dr.  F.  A.  Cleveland,  C.P.A.'s 
statement  on  Municipal  Credit  and  Accounting  Reform, 
which  deals  with  the  city  of  Greater  New  York  both 
prior  to  consolidation  and  dnce.   He  says : — 

"  In  the  present  Comptroller  he  sees  '  a  man  who 
recognises  with  remarkable  clearness  the  exact  situap 
tion  sncrounding  the  city's  credit;  one  who  has  the 
force  and  energy  that  give  every  promise  that  great 
improvement  will  be  wrought.'  But  lest  through  some 
misapprehension  as  to  the  task  which  the  ComptroUex 
has  before  him,  and  the  unstinted  co-operation  neces- 
sary to  the  accomplishment  of  this  much  desired  end, 
scnnething  may  be  said  of  the  office  of  which  he  took 
possesion  in  January  last.  Speaking  of  conditions  of 
the  records  intiie  office  of  central  control  not  long  since, 
a  man  of  national  r^ntation,  c(^nisant  of  the  facts 
said,  '  There  are  on  the  ciQr's  books  over  twenty-five 
hundred  accounts  of  which  the  accotmtants  of  the  ci^ 
themselves  do  iu>t  know  whether  they  represent  assets 
or  liabilities.'  This  may  seem  somewhat  startling,  bnt 
not  less  so  than  a  recent  expression  of  one  old  in  the 
city's  service,  who  vouched  for  the  statement  tiiat 
'  there  were  between  one  and  two  hundred  accounts  on 
the  General  Ledger  alone,  representing  millions  of 
dollars,  concemiiig  which  those  in  the  Comptroller's 
office  knew  practically  nothing.'  Thrae  accounts  are 
balances  iofaerited  from  pre-consolidation  times,  and 
have  never  been  analysed. 

That  those  who  are  at  present  in  the  Comptroller's 
ofBce  are  not  responsible  for  the  conditions  will  l>e 
understood  when  it  is  known  that,  on  the  event  of  one 
of  the  largest  boroughs  being  brought  under  the  present 
charter,  several  millions  of  dollars  were  turned  over  to 
the  ChambHlain  by  the  Borough  Treasunr,  and 
several  wagon  loads  of  books  were  dumped  upon  the 
ComptnUler,  these  books  wore  not  in  tMlance,  and  the 
accountants  for  the  city  have  not  to  this  time  been  able 
to  reconcile  the  cash  received  with  the  records.  The 
case  cited  is  not  an  exception.  To  walk  through  the 
chaos  of  papers,  books,  files,  and  documeSts  that  have 
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beeo  piled  In  heaps  into  the  offices  occupied  by  the 
Finance  Departmeot  of  the  city  by  the  various  borough 
officers  after  consolidation,  to  go  over  some  of  the 
records  and  see  the  condition  in  which  they  were  left, 
to  view  the  inadequate  filing  space,  to  say  nothing  of 
the  criminal  negl^ence  displayed  by  the  city  in  per- 
mitting its  most  T^uable  records  to  be  crowded  up  in 
unused  comers,  or  at  the  best  packed  awHy  in  sheet 
iron  shams  for  safes,  some  of  which  were  found  to 
have  wooden  locks,  would  leave  no  woader  in  the  mind 
of  any  unbiased  observer  that  the  city  to-day  is  unable 
to  publish  a  Balance  Sheet,  or,  for  that  matter,  even  to 
tell  within  several  millions  of  dollars  the  amount  of 
assessments  and  arrears  it  has  on  its  books.  In  view  of 
such  a  condition  we  need  not  marvel  so  much  that 
some  of  'tiie  books  representing  revenue  assets  have  not 
been  balanced  since  1898,  as  that  the  records  of  cash 
received  and  cash  disbursed  by  the  general  officers  of 
the  ci^  since  consolidation  have  been  kept  clean. 
During  the  last  eight  years  there  has  been  a  complete 
balancing  record  maintained,  with  Appropriation 
Accounts,  Bonds,  Trust  Ftmds,  and  with  cash  receipts 
and  cash  disbursements." 

This  Btatement  is  so  startling  that  I  think  it  Aonld 
be  known  on  this  side  of  the  water. 

There  is  no  En^ish  city  or  l>oroiigh  that  is  not  hun- 
dreds of  miles  away  from  such  a  financial  condition. 

Yours  truly, 

A  FINANCIAL  OFFICER. 


Directors  v.  Auditors. 
{Te  th€  Editor  of  Thi  Aeeommtamt.) 

Sir*— The  paragraph  in  your  Weekly  Notes  of  the 
17th  lost,  under  this  head  refers,  we  presume,  to 
Kynochs,  Lim.,  and  "  the  company  mentioned  'm  these 
mmonrs  '*  which  **  has  now  gone  into  voluptary  liqui- 
dation" is,  presumably,  Tubes,  Lim.  We  write  to 
say  that  the  item  respecting  which  our  di£ference  with 
the  directors  of  Kynochs,  Lim.,  arose  had  no  reference 
to  our  connection  with  Tabes,  Lim. 

We  have  never  heard  of  the  rumour  before ;  if  we 
had  we  sbonld  have  promptly  contradicted  it. 

GIBSON  &  ASHFORD. 

Birmingkam,  igtk  Novmber  1906. 

[Our  correspondents  have  read  into  our  note  much 
that  it  nether  contained  nor  implied :  they  liave 
nothing  to  contradict.— Ed.  Acct.] 

SuspensI<Hi  of  Articles. 
{To  tk€  EdU»r  of  Aeeouniant,) 
Sir, — May  I  through  the  medium  of  your  valuable 
paper  seek  information  on  the  following  matter. 
I  have  served  nnder  articles  over  half  of  my  term  to 


a  firm  of  Chartered  Accouitants ;  under  a  special  verbal 
arrangement  I  was  to  attend  and  leave  their  offices  at 
certain  hours,  but  in  spite  of  my  regular  attendance  I 
have  been  requested  more  than  once  to  conform  to  the 
time  at  which  their  other  clerks  attend.  I  showed  no 
desire  to  comply  with  their  request,  with  the  result  that 
their  request  has  now  become  a  demand,  with  threats 
to  suspend  my  articles. 

Under  these  drcumstances  I  should  like  to  know  how 
I  stand  in  the  matter,  and  would  the  Institate  allow 
suspension  of  articles  In  a  case  where  the  articled 
clerk  is  not  at  fault 

Years  faithfully, 
igth  Novmber  1906.  FAIR  PLAY. 

[Obviously  only  the  Council  can  answer  this  ques- 
tion. It  seems  to  us  only  reasonable,  however,  that  an 
articled  pupil  should  keep  the  usual  office  hours;  a 
concesdoc  made  to  Ix^s  firesh  from  schocd  would 
not,  as  a  role,  be  extended  indefinitely. — Ep.  Acct.] 


Director's  Qualtflcatkm. 

(To  tJU  Editor  of  The  AccouHtanf.) 

Sir, — A  point  which  seems  to  me  to  be  of  interest 
has  recently  arisen*  and  I  tiave  referred  to  several 
books  on  company  law  but  can  find  no  case  dealing 
with  this  particular  point.  I  shall  be  glad,  thereEore* 
to  have  the  opinion  of  your  legal  contributor. 

The  director's  qualification  in  a  certain  limited  com- 
pany is  the  holding  of  £500  in  shares  (either  ordinary 
or  preference).  Would  one  of  three  joint  holders 
whose  total  joint  holding  is  more  than  ^fiiSoo  be 
eligible  for  election  as  a  director  ? 

I  am.  Sir,  yours  obediently, 

November  ijth  1906.  VERIFY. 


Certlfled  Profits. 

ITo  the  Editor  of  The  Aecomntant.) 
Sir*— In  certifying  the  profits  of  a  badness  where 
&st-ruiming  machinery  is  employed,  for  the  purpose  of 
being  incorporated  In  the  prospectus  of  a  proposed 
limited  company,  will  any  of  your  readers  be  good 
enough  to  state  their  views  as  to  whether*  in  their 
opinion,  any  liability  would  attach  to  the  acooantants 
if  they  omitted  to  state  in  their  certificate  that  no 
depreciation  had  been  chained  against  the  profits 
certified,  and  in  allowing  the  prospectus  to  be  issued 
without  in  any  way  disclosing  the  fact  that  the  certified 
profits  were  increased  to  the^  extent  of  the  depieciati<m. 
Assuming  the  directors  were  to  insert  in  antn^r  part  of 
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the  prospectus,  dealing  with  the  proposed  appropria- 
tion of  future  profits^  a  sum  for  depreciation,  would  this 
relieve  the  auditor  or  promoters  o£  liability,  if  any 
eiisted? 
I  enclose  my  card,  and  remain, 

Dear  Sir,  yours  truly, 
November  17th  xgoG.  ENQUIRER. 


QoodwUl  In  Accounts. 
{To  the  Editor  of  Tie  AeeemntaMt.) 

SiK,— As  a  candidate  for  the  Final  Examination  of 
the  Institute  of  Chartered  Accountants  to  be  held  this 
month,  I  have  been  considerably  puzzled  by  the 
answer  to  a  question  set  at  the  Final  Examination,  June 


1903,  as  given  in  The  Students''  Telephone^  which  ai^ears 
to  me  to  be  at  variance  with  both  equity  and  practice, 
and  shall  be  glad  if  you  would  give  it  publicity  throogb 
the  medium  of  your  journal. 

The  facts  are  these :  A.  and  B.  purchase  the  assets 
of  a  business  amounting  to  £10^93^,  and  talce  over  the 
liabilities  amounting  to  £2^9^,  payhig  the  balance  £8fioo 
in  equal  proportions ;  they  subsequently  admit  C.  into 
partnership  on  the  terms  that  they  first  added  to  the  price 
paid  £800 for  Goodwill  and  that  C.  brought  in  a  sum  in 
cash  su^cient  to  make  him  an  equal  partner,  which  was 
carried  out  Yon  are  required  to  show  tbe  Balance 
Sheet  as  at  the  commencement  of  A.,  B.  and  C.'s 
partnership,  aasumiog  that  all  capital  had  been  brought 
in  before  there  was  any  change  in  the  assets  and 
liabilities.  This  was  shown  as  follows  :— 


Dr. 


A.,  B.,  AND  C. 

Balance  Sheet. 


Cr. 


Creditors 
Capital  Account — 
A'  > . 

B  

C  


s  d 


4400 
4.400 

4i400 


£       B  d 

3,630  o  o 


13,300  o  o 
£13,850  o  o 


Goodwill  

Sundry  Abmu  

Ltu  Reserve  on  Book  Debts 

Cash  


£     s  d 

10,934  0  o 
«4  O  O 


Soo  o  o 


lofiyt  o  o 
o  a 

£13,850  o  o 


It  will  be  seen  from  the  above  statement  that  in 
order  to  make  C.  an  equal  partner  with  A.  and  B.  £4,^00  is 
paid  by  him  to  the  firm,  but  of  this  amount  ;^4ooispaid 
by  agreement  as  his  share  of  the  Goodwill,  equal  to  the 
two  former  partners  inter  se ;  therefore,  as  a  third  share 
is  j^400  the  total  value  M  the  Goodwill  must  be  ^^1,200, 
which  would  be  effected  in  the  boolcs  by  crediting  A.  and, 
B.  respectively  with  ;^6oo  each  as  their  proportion  of 
the  asset  thus  created.  Then  upon  payment  of  the  sum 
due  by  C,  though  the  whole  amoantpaid — viz.,  £4,^00 
— would  be  credited  to  his  Capital  Account,  only  ;C4i00o 
in  cash  would  show  on  the  Balance  Sheet  as  an  asset, 
£400  having  been  withdrawn  and  paid  to  A.  and  B.,  the 
two  amounts  thus  withdrawn — viz.,  jf2oo  each — being 
debited  to  their  respective  Capital  Accounts,  thus 
showing  their  Capital  Accounts  to  be  equal. 

Under  the  method  adopted  in  answeringthe question 
(as  shown  above)  the  Goodwill  is  put  at  £Soo  and  the  i 
cash  at  ^^4400,  and  the  partners'  Capital  Accounts  as  j 
£4*400  reipectively.  In  dealing  in  this  distmctly  novel 
way  with  the  matter  the  original  partners  obtain 
nothing  as  their  share  of  the  amount  introduced  by  C. 


in  respect  of  Goodwill,  nor  are  they  even  credited  with 
it  on  their  Capital  Accounts,  so  that  the  net  result  of 
the  transaction  to  thcmisRt/,astate  of  affairs  obviously 
never  intended  by  tbe  form  of  the  question,  and 
certaiuly  would  never  happen  In  practice. 

Certainly  their  legal  right  wouid  be  to  share  the 
amount  brought  in  by  C.  in  respect  of  Goodwill,  or,  if  it 
is  to  be  retained  in  the  business,  to  have  credit  for  it 
either  on  their  Capital  Accounts  or  on  Loan  Account, 
as  by  way  of  an  advance  to  the  butiness;  in  this  case 
the  old  maxim  seems  to  apply  "cissante  ratione,  cessatet 
ipsa  lex." 

I  append  herewith  an  amended  Balance  Sheet,  in  the 
correct  form  as  it  appears  to  me,  and  shall  be  glad  to 

see  the  comments  of  subscribers  to  your  journal. 

For  reference  to  text-books  on  the  matter  see 
Mr.  L.  R.  Dicksee's  treatise  on  "GoodwUI  and  its 
I  Treatment  in  Accounts"  pages  102  to  no,  where  an 
I  analogous  case  to  the  one  above  is  dealt  with.  Third 
edition  1906, 

Yours  faithfully, 
19th  November  1906.     Dig  tizeo  SINQ^AiR. 
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boo 

A.,  B.,  AND  C. 

Dr. 

Ahendeu  Balance  Sheet. 

Cf. 

Crediiocs   ' 

Partners'  Capital  Accounts — 

A  

AM  i  Shan:  Goodwill 

I.ns  \  share  proponion  paid  by  C. 

B  

Add  i  share  Goodwill 

Z.(u  \  shara  propoctioii  paid  l>y  C. 
C.  (Cash  as  per  contra) 


s  d 


4.000  o 
Gro  o 


4,600 

0 

0 

300 

0 

0 

AfiM 

0 

0 

600 

0 

0 

4,60a 

0 

0 

2CO 

0 

0 

£      s  d 

2,650  o  o 


4^00  o  o 


Goodwill  

Sundry  Assets  

Less  Resen-c  on  Book  Debts, 


Add  Cash  paid  in  by  C. 
l.tn  paid  to  A.  and  B.. . 


£    s  d 


10,934  0  o 
o  o 


10,650 

0 

0 

4.400 

0 

0 

15,050 

0 

0 

400 

a 

0 

4,400  o  o  I 
'    4,4Co   o  o 

13,850  o  o 


1,100   o  o 


14^50  O  O 


£15,850  o  o 


[Thft  amended  Balance  Sheet  is  correct.— En.  Acct^ 


Judicature  Act,  18751  Section  iO|  and 
Uquidatlono. 

{To  tlu  Editor  of  The  Auountant.) 

Sir, — I  see  that  your  legal  contribator  differs  from 
Mr.  Dawson  (and  incidentally  from  myself)  upon  this 
point,  but  he  quotes  bis  cases  somewhat  difBdently  and 
reasons  only  by  analogy,  and  I  am  afraid  he  has  not 
moch  confidence  in  them.  If  Vaughan  Williams,  L.J., 
is  correct  In  saying  that  the  effect  of  Section  10  is  to 
"  inclade  aU  ruUs  as  to  priorities  expressly  enacted  by 
"  any  statute,  and  made  applicable  in  event  of  bank- 
**  mptcy,"  it  must  be  subject  to  (he  specific  provision 
in  the  section  that  "  all  persons  who  in  any  snch  case 
"  would  be  entitled  to  prove  for  and  receive  dividends  out 
"  of  the  assets  of  any  such  company,"  &c. 

It  is  clearly  laid  down  in  "  Buckley  on  Compauies," 
6tb  editioo,  p.  398-400,  that  Section  10  only  deals  with 
questions  for  proof  for  purposes  of  dividend,  and  has 
mrthing  to  do  with  preferences.  In  "  Buckley "  it  is 
summed  up  as  settled  that  "no  bankruptcy  rule  which 
"gives  a  particular  creditor  or  class  of  creditors 
*'  priority,  and  thns  dimhiishes  the  fund,  or  which  avoids 
*'  a  security  and  thus  enlarges  the  fund,  is  brought  iu 
"  by  the  section  .  .  .  The  section,  therefore,  doef' 
"  not  introduce  into  winding-up  the  Bankruptcy  Rules 
**  as  to  (1)  avoidance  of  securities  or  priorities,  {2) 
"  creation  of  securities  or  priorities.  .  .  The  section 
"  does  introduce  the  Bankruptcy  Rules  as  to  valuation 
"  of  security  and  the  consequences  of  It,  Section  37, 
"Bankruptcy  Act,  1883,  as  to  debts  provable,  and  the 
**  Bankroptcy  Rules  as  to  mutual  credit  and  set-off." 
These  views  are  supported  hy  a  large  number  of  cases, 


from  the  judgments  in  which  I  would  ask  your  leave  to 
quote  the  following: — 

"  The  sole  object  of  the  section,  as  it  appears  to  me," 
says  James,  L.J.,  "was  to  get  rid  of  the  rule  in 
"  Chancery  under  which  a  secured  creditor  could  prove 
"  for  the  full  amount  of  bis  debt  and  realise  his  security 
"  afterwards,  and  to  put  him  on  the  same  footing  as 
"in  bankruptcy." 

"The  section,"  says  Jessell,  M.R.,  "means  simply 
"  that  the  rules  in  bankroptcy  shall  apply  so  far  as 
"  relates  to  the  proof  and  receipt  of  dividends  out  of 
"  the  assets  of  the  company.  I  do  not  find  anything 
"  In  the  Act  which  says  that  all  the  rights  and  rules  of 
"  administration  nnder  the  Bankruptcy  Act  shall  apply 
"  to  the  case  of  a  company  in  liquidation." 

"The  whole  (^ect  of  Section  10,"  says  Lush,  L.J., 
"  as  it  appears  to  me,  was  to  make  this  rule  in  bank- 
"  mptcy  [as  to  valuation  of  security]  appUcable  to 
"  administrations  of  deceased  persons,  and  to 
"  winding-up." 

In  addition  to  the  cases  quoted  in  "  Buckley," 
Wright,  J.,  decided  {National,  &c..  Corporation,  Accoun- 
tant Law  Reports,  20/4/1901)  that  Section  45,  Bank- 
ruptcy Act,  1883,  is  not  imported  into  company 
liquidation  by  Section  10,  Judicature  Act,  1875.  May 
I  not  also  say,  "  surely  then  it  may  be  argued  "  that 
Section  41  is  not  imported? 

It  seems  to  me  that  we  must  choose  between  (he  very 
powerfully  supported  opinions  in  "  Buckley  "  and  those 
quoted  by  your  legal  contributor,  and  if  it  is  not 
troubling  him  too  much,  will  be  kindlj^oblige  a  modest 
layman  by  saying  more  '^Si^i^^^  whether,  dli^  "liis 
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opinion,  an  apprentice  is  entitled  to  preferential  pay- 
ment in  a  winding-up  under  the  drcumstances  stated. 

Yours  obediently, 

igth  November  igo6.  DAVID  P.  DAVIES. 


.The  Bitter  Cry  of  the  Ratepayers. 

{Ta  the  Editor  of  TMe  Atcountani.) 
Sir, — I  was  pleased  to  see  in  your  Issue  of  to-day 
that  a  mnnidpal  accountant  had  noticed  my  article  on 
this  subject. 

I  am  not  concerned  to  argue  the  question  of 
"  National  0.  Income  and  Expenditure  Accounts " ; 
that  has  been  settled  by  Parliament,  and  is  not  likely 
to  be  altered.  Your  correspondent  quotes  Sheffield  in 
opposition,  but  Sheffield  itself,  I  presume,  renders  the 
annual  Local  Taxation  Return  in  -the  form  required  by 
Parliament.  For  municipal  accounts  I  regard  the  cry 
for  an  "  Income  and  Expenditore  Account "  as  a  bogey 
(pray  pardon  my  use  of  the  word,  I  mean  no  dis- 
respect), and  I  think  it  may  be  scotched  if  not  slayed 
in  this  way. 

The  payments  in  any  twelve  mouths  may  be 
separated  into  two  parts :  those  which  belong  to  the 
[wevious  and  those  which  belong  to  the  current  jrear ; 
I  will  call  the  first  (a)  and  the  second  {b).  Put  together 
for  a  few  years  they  stand  : — 

And  grouped  as  bracketed  above  the  line  they  ^ve  the 
annual  payments  in  the  year,  and  grouped  as  bracketed 
below  the  lice  the  expenditure  for  the  year.  In  my 
paragraph  (37)  I  give  a  form  for  the  income  and  expen- 
diture, but  chiefly  as  a  check  on  the  Ledgera. 

I  am  glad  to  find  that  your  correspondent  thinks 
that "  probably  ulue-tenths  of  my  ideas  are  carried  out 
in  many  municipalities,"  but  it  seems  to  me  very  useful 
to  bring  them  tc^ther  to  enforce  uniformity. 

If  your  corraspondent  would  kindly  tdl  us  which  of 
my  ideas  he  considers  impracticable  and  which 
obsolete  I  should  consider  it  a  friendly  act.  I  have 
purposely  numbered  my  paragraphs  for  fiwility  of 
reference  by  my  critics.  Further,  I  wish  that  he  would 
point  out  how  he  would  amend  them,  or  what  he  wonld 
suggest  alternatively. 

I  do  not  ask  that  he  should  give  his  name.  It  would 
be  quite  sufficient  that  you  knew  it. 

November  7th  1906.         HENRY  P.  BABBAGE. 


Partner^  Capital  Acconots. 

{To  the  Editor  of  Tha  Aeeomntanl.) 

Sir, — I  am  glad  to  see  tbat,  in  your  leading  article 
dealing  with  the  points  which  I  raised,  yon  incline  to 
the  view  that  a  partner's  Capital  Account  should  be 
left  intact,  and  that  profits  and  drawings  against  profits 
should  be  dealt  with  in  a  Drawings  or  Current  Account. 
I  understand  that  in  arriving  at  this  conclusion  one  of 
the  points  which  you  have  considered  is  the  additional 
clearness  in  setting  out  a  Balance  Sheet  which  results 
from  this  practice.  I  cannot  agree,  however,  that  the 
average  commercial  partner  does  not  discriminate, 
between  the  capital  introduced  by  him  (often  in  the 
form  of  cash)  and  the  accumulated  profits,  which  he 
may  leave  undrawn  in  order  to  provide  further  capitaL 
My  experience  has  been  that  he  views  the  latter  with 
considerable  pride,  and  prefers  to  see  them  shown  as  a 
separate  item  on  his  Balance  Sheet  Where,  on  the 
other  hand,  capital  has  been  lost,  snrely  the  clearest 
method  is  to  show  the  original  sum  and  the  amount 
lost  as  two  distinct  items  deducted  one  from  the  other 
on  the  Balance  Sheet. 

Apart  from  this  consideration  there  is  a  more 
material  point  in  connection  with  the  interest  When 
one  danse  of  a  deed  of  partnership  fixes  the  caintal 
at  a  certain  sum,  and  the  next  clause  provides  for 
interest  on  capital,  what  justification  can  there  be  for 
Interpreting  the  word  "capital"  to  have  a  difiBsrent 
meaning  in  the  second  clause  from  that  which  it  has  in 
the  first  P  You  suggest  that  a  clause  permitting  partners 
to  introduce  fresh  capital  upon  certain  conditions  gets 
over  the  difficulty,  because  by  leaving  some  of  their 
profits  undrawn  they  are  in  effect  introducing  fresh 
capital.  But  snrely  a  distinction  must  be  made  between 
the  deliberate  action  of  introducing  capital  into  a  busi- 
ness and  the  inevitable  accident  caused  by  a  partner's 
inability  to  forecast  and  draw  the  exact  amount  of  his 
profits.  Unless  the  partners  deliberatdy  agree  to 
regard  a  certain  portion  of  undrawn  profits  as  being  an 
accretion  to  their  capitals,  it  seems  to  me  quite 
contrary  to  the  terms  of  such  a  partnership  deed  as  I 
have  described  that  undrawn  profits  should  be 
automatically  added  to  capital  and  interest  calculated 
upon  the  aggregate  amount.  Where  there  is  a  provi- 
Aon  for  interest  upon  drawings,  tiie  effect  ol  treating 
the  Capital  Accounts  in  such  a  way  becomes  more 
acute.    For  if  A.  draws  extensively  and  B.  draws 
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is  decreased  by  a  proportion  of  the  amount  of  interest 
allowed  to  B.  npon  what  B.  does  not  draw. 

I  quite  that  the  whole  difficulty  would  be 

removed  by  reforming  the  manner  in  which  partner- 
ship deeds  are  drawn  up,  and  I  sincerely  hope  that  in 
course  of  time  the  importance  oC  the  subject  will 
suggest  to  the  Councils  of  the  Institute  and  the  Law 
Society  the  necessity  of  co-operative  action  by  means 
of  a  joint  committee. 

Yours  faithbilly. 

C.  X. 


Touting. 

(rtf  tkt  Editor  of  The  Accountant.) 

SiKi — I  should  like  an  expression  of  opinion  as  to 
the  conduct  of  a  certain  well-known  firm  of  accoun- 
tants in  the  following  circumstances : — ' 

A  trustee  (a  member  of  the  profession)  had  been 
appointed  under  a  deed  of  assignment,  when  the  afore- 
said firm  (claiming,  no  doubt,  the  class  of  trade  in 
question  as  their  own  perquisites  and  anxious  to  obtain 
any  fees)  draw  up  a  circular,  carefully  worded  so  as 
not  to  implicate  themselves,  and  take  same  round  to 
all  the  creditors  asking  tbem  to  sign,  giving  them  power 
to  investigate  with  the  object  of  disturbing  the  trustee 
Inpossessioa 

Is  this  in  accordance  with  professional  etiquette,  and 
are  they  studying  the  interests  of  clients  in  persuading 
tbem  to  sign  such  a  drcolar  ? 

My  own  view  is,  this  is  a  dangerous  form  of  touting, 
and  is  casting  an  aspersion  on  a  fellow  member  of  the 
profeseion. 

Yours  truly, 

November  ntt  1906.  ALPHA. 


Compensatloo  under  the  Ucen^og  Act,  1904. 
{To  tkt  Editor  of  Tkt  Aceeimtant.) 

Sir,— My  previous  letter  on  the  above  subject  was 
the  outcome  of  my  difficulties  in  attempting  to  follow 
the  principles  laid  down  by  Mr.  Nortfacott  in  his 
lecture.  His  re|dy  has  simply  increased  those  diffi- 
culties, and  as  the  subject  is  not  only  of  importance 
per  se,  but  also  one  which  raises  points  of  general 
application,  I  trust  you  will  permit  me  to  deal  with 
the  matter  somewhat  lengthily. 

In  criticising  Mr.  Korthcott's  paper  I  will  adopt  all 
those  factors  which  are  assumed  by  him  to  have  been 
"  settled  *'  by  valuers,  viz. :— Prospective  Annual 
Values,  Number  of  years  purchase,  &c. 

On  page  555  there  appears  '*  one  method  of  pre- 
"  paring  the  claims  to  show  the  various  intOFOsts  of 


"those  concerned  in  a  licensed  house."  It  is  based 
upon  the  annual  average  trade  for  three  years,  and 
may  be  conveniently  summarised  thus: — 

Gross  Profits  on  supplies  to  the  house    377  10  o 
Year's  purchase    12 

jf4i530  o  o 

Difference  in  Rent: — 

Rent  Reserved  ^80  per  annam 
capitalised  on  5%  basis    . .  £1,600 

Rental  value  of  Premises  un- 
licensed, £'/o 

Capitalised  on  7%  basis 
(sic)  £997 

Less  cost  of  altoation..  aoo 

797 


Depreciation  of  Fixtures  . . 


—  803 

0 

0 

3.333 

0 

0 

. .  100 

0 

0 

jf5.433 

0 

0 

As  already  stated,  this  is  called  the  "  Claim  showing 
the  various  bterests  concerned."  Later  In  the  lecture 
the  following  words  appear: — Having  arrived  at  the 
value  of  the  licensed  premises*"  and  in  the  absence  of 
anything  else  I  can  only  conceive  that  the  foregoing  Is 
referred  to.  Still  later,  after  preparing  accounts  in 
detail  showing  the  different  interests  concerned  and 
bringing  them  out  in  aggregate  much  in  excess  of  the 
foregoing,  I  find  these  words : — 

"  The  total  claims  of  the  interested  parties,  as  shown 
by  the  foregoing  statements,  amount  to  £7,042,  but  as 
the  total  compeosation  awarded  is  only  £5,433,  the 
individual  claims  will  have  to  be  abated  proportlMiately." 
Thus  apparently  the  ;f5i433  " 
(i)  The  claim  of  all  parties ;  then 
(a)  The  value  of  the  premises ;  and  then 
(3)  The  compensation  awarded. 
The  one  amount  cannot  be  all  three.   I  respectfully 
submit  that  it  don  not,  on  the  figures  given,  represent 
what  the  claim  of  the  parties  should  be,  nor  can  a  claim 
for  compensation  possibly  be  the  same  as  the  value 
of  licensed  property  which  admittedly  would  have 
substantial  value  though  unlicensed. 

The  jC5i433  contains  nothing  for  the  tenant's  interest 
and  apparently  nothing  for  the  landlwd's  reversion. 
Mr.  Northcott's  hypotheses  were : — 
Freehold  folly-licensed  house  leased  to  brewers  jCioo 
per  annum,  thirty  years  to  run,  sublet  to  licensee  at 
£&o  per  annum,  with  "  full  tie  "  and  option  to  renew  to 
end  of  brewer's  lease.  Structural  alterations  to  be 
effected  by  landlord.  The  brewer  paid  premium  equal 
to  £30  per  annum  throughout  the  period  of  ^e  lease. 
Ascertain  the  value  of  the  various  interests  in  the  house 
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for  compensation  purposes  on  escheatment  of  licence 
on  the  assDmption  that  the  brewers  or  their  assignees 
retain  the  lease  for  the  residue  of  the  term. 

I  will  place  against  Mr.  Northcott's  valuations  of  the 
landlord's  and  brewer's  interests  what  I  respectfully 
submit  as  an  alternative  method,  and  I  will  state  my 
reasons  therefor. 

(The  figures  rdative  to  the  tenant  and  the  owner  of 
the  fixtnres  call  for  no  remark,  except  that  the  former 
are  not  Included  in  the  ^5,433.) 


Mr.  NoxTHCoTT's  Mkthod.  I 

Owner,  \ 
£     *  d  , 

Estimated  Rack  Rental 

as  Licensed  Premises, 

£"50.  ^  I 
ro  years'  purchase  . .  3,000  d  o  | 
Rental  Value  after 

escheaiment  of 

Licence  , .  , .  £70  1 
Ltu  3%  Interest  { 
on  /too  for 
alteratiDRS      . .  10 


Suggested  Alternative 
Method. 

OfPMr. 

fad 

Estimated  Rack  Rental 
as  Licensed  Premises, 

20  /ears  piirchase  . .  3  000  o  d 
Dtdutt  Kental  value 

after  escheatment  of 

Licence        . .  £70 
<On?%Uble)  .,      ..  1,000  o  o 


14!  yeara'  pnreluse  'sic) 
(7%table)  .. 


83s  o  o 
3,143  o  o 


present  value  due  30 
years  hence  at  4%  . .  £661  o  o 


£9,000  o  o 


Brewer. 

It  has  been  shown  that 
the  profit  on  the 
liquors  supplied  to 
the  house  was  Isic) . . 

But  In  order  10  do  this 
the    Brewer  loses 
annually  in  Rent  £ao 
and  in  pnqioction 
of  Pretuium  for 
Lease  ..30 


Yeftr'a  purchase 


377  o  o 


30  o  o 


32? 

0  0 

■  3 

£3.9a4 

0  □ 

£3.930 

O  0 

Present  worth  al  4% 

diM  w  Tears  hence . .  617  o  o 
Cost  m  alteraiions    . .    200  o  o 


£817  o  o 


Brewer. 

Profit  on  supplies  of 

liqtior  SB  shown  . .    377 10  o 

Year's  purchase  . .  13 

4>S30  o  o 

Deduct  present  value 
of  £30  per  umum  for 
30  yearn  at  4%  8i>3  o  □ 

3,663  o  0 

Add  present  value  of 
£So  per  annum  for  30 
Tearsat4%  ..      ..  1,038  o  o 


£4.703  o  o 


1  will  now  endeavour  to  justify  the  variations  I  have 
sn^ested. 

Owner's  Claim. — I  recognise  that,  as  licensed  premises, 
50  a  year  rent  and  20  years'  purchase  are  the  valuer's 
factors,  and  that,  as  unlicensed  premises,  he  has  reduced 
the  rent  to  ^£"70,  and  the  number  of  years*  purchase  to 
14^.  But  what  has  an  immediate  payment  of  £200  to 
do  with  any  number  of  years'  purchase  ? 

First  assume  that  mere  differences  of  rent  and  years' 
purchase  has  arisen,  and  then  value  the  loss,  adding 
'■^ur  immediate  outlay.  Why  discuss  interest  on  money 


which  vill  be  paid  to  the  owner  either  before  be  pays 
it  away  or  very  soon  after  ? 

My  solution  differs  from  that  of  Mr.  Northcott  by 
£i$6.    May  I  explain  how  it  arises? 

He  takes  £200  and  transforms  it  to  annual  value  on 
a  5  per  cent,  basis;  then  be  throws  it  bacit  into  a 
capitalised  state  on  a  7  per  cent,  basis ;  then,  although 
the  money  for  the  alterations  is  due  now,  and  must  be 
paid  before  the  premises  can  produce  the  diminished 
rental  of  £jo,  he  calmly  discounts  it  at  4  per  cent,  as 
though  it  were  due  (like  the  rack  rental)  30  years  hence. 

Thus  :— 

£200  Compensation  for  alterations  neoessary 
now  at  5%   / 10 

Capitalised  at  7%  per  annum  

Present  worth  at  4%  doe  30  years  hence     . .  ^'44 

Thus,  by  a  "think  of  a  number"  process  (of  ever 
blessed  boyhood  memory)  the  ;£'20o  becomes  £44.  This 
accounts  for  the  £i$6  difference. 

Brewer's  Claim. — Although  the  lease  has  30  years  to 
run,  trading  profit  is  fickle,  and  the  valuers  have  here 
decided  that  twelve  times  the  average  annual  profits  of 
the  past  three  years  must  be  regarded  as  the  capital 
value  of  the  profita  for  the  remainder  of  the  lease.  But 
la  years'  purchase  is  not  applicable  to  matters  quite  as 
certain  for  30  years  as  the  reversion  at  the  end  of  that 
time.  The  brewer,  Mr.  Northcott  tells  us,  must  be 
assumed  to  be  responsible  for  the  lease  to  the  end  of 
the  term  at  the  £xoo  per  annum  or  find  (at  a  price) 
someone  else  to  take  his  place.  As  lessee,  the  brewer 
each  year  paid  out  j^ioo  as  rent,  and  wrote  off  ^"30  by 
way  of  propOTtion  of  preminm  and  received  £Zo — 
annual  loss  £so. 

After  the  escheatment  of  the  licence  be  will  still  be 
paying  out  or  writing  off  £130  per  annum,  but  only 
receiving  jfyo— annual  loss  ;f6o— or  £10  more  than 
previously. 

If  the  compensation  were  being  based  upon  the 
footing  that  the  lease  was  broken  on  the  escheatmeDt 

of  tbe  licence,  the  brewer  would  only  have  been  entitled 
to  £Zf^^$f  hut  he  is  to  remain  lessee,  therefore  his 
compensation  must  be  increased  accordingly. 

In  Mr.  Northcott's  solution  tbe  brewer  is  charged 
with  the  annual  rent  and  premium  loss  during  the 
existence  of  the  licence  on  a  basis  of  twelve  years' 
purchase  only,  viz. — £600.  I  submit  that  £S6^  is  the 
proper  sum  to  deduct.  Per  contra,  as  I  pointed  out  in 
my  previous  letter,  be  has  not  allowed  for  the  fact  that 
the  owner  is  only  being  oompeiiliiat«d^r  his  {inversion 
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and  alteration  outlay  because  the  brewer  remains 
liable  for  the  full  rent  for  the  thirty  years.  For  this 
the  latter  is  entitled  to  ^'1,038.  Thus,  £1,038  short  and 
£z6s  too  much  make  the   773  difference  between  us. 

The  brewer's  position  can  be  put  in  another  way. 
He  pays  his  annual  **  rent  and  premium  "  loss  out  of 
his  profits.  When  he  receives  twelve  years'  purchase 
on  £s77  los.  he  is  presumed  to  have  all  the  profits  for 
the  thirty  years.  Out  of  that  capital  sum  (viz.,  £^,530) 
he  must  continue  to  recoup  his  future  annual  loss  on 
the  lease — agreed ;  but  his  future  annual  loss  will  be 
£10  a  year  more  than  it  was,  therefore  he  is  entitled  to 
the  present  worth  of  £io  per  annum  for  thirty  years 
at  4  per  cent.,  or  jfi73,  giving  a  total  of  £4,703  as 
shown  in  the  account  above. 

Yours  faithfully, 
November  igth  1906.        SIDNEY  S.  DAWSON. 


Ztx  institute  of  Cbartered  Hcconntants 
in  £nglanb  anb  Males. 


The  following  is  a  list  of  applicaots  admitted  at  the 
Council  meeting  held  on  the  7th  November  1906,  who 
completed  their  membersh^)  before  the  32nd  lust. : — 

Former  members  re-admitted  to  membership :  — 

* 

AssociaU  w  PnctUe. 
Turner,  George  Sydney,  Lindow  Bank,  Wtlmslow. 

AssociaU  not  in  Practia. 
Spenser,  Noiclifie.  85  Woodstock  Road,  Bediord  Park, 
Chiswick,  W. 

AssociaU  etecUd  to  Fellowship. 
Worsfold,  Arthur  James  (Worsfold  &  Hayward],  Market 

Square,  Dover ;  and  at  Iiondon. 

Admitttd  as  AsaociaUs  not  in  Practice. 
Acworth,  John  Gordon,  deik  to  F.  J.  Livesey,  41  Finsbury 

Pavement,  E.G. 
Beardsall,  Arnold  Arthur,  clerk  to  Asd>tuy,  Turner  &  Co., 

42  S[nii^  Gazdens,  Manchester. 
Clare,  Thomas,  clerk  to  Gough  &  Wright,  267  Castle  Street, 

Dudley. 

Curtis,  Bertram  Ernest,  clerk  to  G^ard  van  de  Linde  & 

Son,  50  Graccchurch  Street,  £.C. 
Dowler,  Frank,  clerk  to   Herbert   S.   Lysons  St  Co., 

S3  Bridge  Street,  Deansgate,  Manchester. 
Dudley.  Ernest  William,  c/o  Wilkinson,  Reckitt,  Williams 

&    Co.,    Accountants,    801-806    Marquette  Bnilding, 

Chicago,  U.S.A. 
Evans.  Norman  de  Lacy,   clerk  to  Beevers  &  Adgie, 

53  Basinghall  Street,  Leeds. 


Finnemore,  Frederick  William,  clerk  to  Felton  &  Co., 

131  Edmund  Street,  Birmingham. 
Goodwin,  Geoige  Herbert,  Leek,  Staffordshire. 
Haugliton,  William  Kay,  55  Choriey  New  Road,  Bolton. 
Jackson,  Francis  William  Jex,  B.A.,  clerk  to  Jackson, 

Pixley,  Browaiing,  Husey  &  Co.,  58  Coleman  Street,  E.C. 
Jamieson,  Percy  Sunierville,  clerk  to  Mellors,  Basden  ft 

Co.,  33  St.  Switliin's  Lane,  E.G. 
Jennings,  William  Jamos,  clerk  to  J.  E.  Pritchard  ft  Co., 

71  Colmore  Row,  Birmingham. 
Judson,  Charles,  clerk  to  Bath  &  Stewart,  Norwich  Union 

Chambers,  Edmund  Street,  Birmingham. 
Nixon,  Isaac,  clerk  to  Leather  &  Veale,  i  Princes  Street, 

Harrogate. 

Scott,  Arthur,  clerk  to  William  Morton,  31  Water  Street, 

Hyde. 

Sheridan,  Henry  HamiUoi^  loo  Thurlow  Park  Road,  West 
Dulwich,  S.E. 

Shoveller,  Harold  Langley,  clerk  to  Gribboo,  Holrojrd  ft 
West,  5  &  6  Great  Winchester  Street,  E.G. 

Soddy,  Robert  James,  clerk  to  James  Worley  ft  Sons, 
37  Lime  Street,  E.G. 

Terras,  Herbert,  clerk  to  P.  G.  Swanwick.  64  Cross  Street. 
Manchester. 

Tootill,  Sidney,  15  Scarborough  Road,  Leytonstone. 


Xtverpool  Society  of  <Ibartere& 
acconntantB. 


Annual  Dinner. 


The  annual  dinner  of  the  Liverpool  Society  of 
Chartered  Accountants  was  held  at  the  Exchange  Station 
Hotel,  Tithebam  Street,  Liverpool,  on  the  evening  of 
Thursday,  November  15th.  Mr.  Edmund  D.  White, 
F.C.A.  (President  of  the  Society),  occupied  tiie  chair,  and 
others  present  included  the  Lord  Mayor  of  Liverpool 
{Right  Hon.  John  Japp),  Messrs.  W.  B.  Peat,  F.C.A. 
(President  of  the  Institute  of  Chartered  Accountants),  J.  B. 
Ball,  F.C.A.  (Vice-President  of  the  Institute  of  Chartered 
Accountants),  Ridiard  Barrow  (City  Treasurer  and  Cour 
troUer),  John  Cameron  (President  of  Liverpool  Incoipo- 
rated  Law  Society),  John  Clayton  (President  of  Liverpool 
Cotton  Association),  Hon.  G.  ColviUe  (Secretary  of 
Institute  of  Chartered  Accountants),  Mr.  H.  F.  Hawkins, 
Sir  Thomas  Hughes,  Messrs.  J.  Harrison  Jones  (President 
of  Liverpool  Timber  Trade  Association),  R.  Ibbetson< 
I'owell  (Treasurer  Mersey  Docks  and  Harbour  Board), 
H,  R.  Rathbone,  C.  11.  Ross  (Senior  Surveyor  of  Income- 
tax,  Liverpool  District).  A.  ^i^f^^^Q^^^fe"^' 
pool  and  District  Society  of  ^incorporated  Accdtmtants)j 
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J.  Hope  Simpson  (President  of  Liverpool  Institute  of 
Bankers),  H.  E.  Abbott,  W.  H.  Alexander,  G.  H.  Ash- 
worth,  H.  Bennion-Booth,  H.  Beswick,  W.  Bleasei  H. 
Blease,  H.  Bowler,  G,  Bowler,  J.  Bretheiton,  G.  F.  Clarke, 
A.  E.  S.  Cook.  B.  Cookson,  T.  Coward,  R.  R.  Daly.  W.  P. 
Dawdson,  E.  J.  Deane.  W.  Denton,  A.  F.  Dodd.  C.  £. 
Finney,  W.  F.  Flack,  Dr.  Gemmell,  Messrs.  J.  A.  S. 
Hassal,  F.  Holt,  G.  S.  Horbury,  B.  Howaith,  W.  L. 
Jackson,  S.  Jude.  T.  B.  Maccabe,  G.  Maxwell|  C.  H. 
Mitch^  W.  £.  Mounaey  (Hon.  Sec.).  C.  H.  Nelson,  E.  T. 
Nioholson,  E.  W.  C.  Oatas,  G.  S.  Oldham,  6.  £.  Robinr 
son,  T.  Sheard,  W.  A.  Taylor,  J.  M.  C.  Webster,  J.  H. 
Welch.  P.  B.  White. 

Hie  loyal  toasts  were  honoured  on  tbo  invitation  of  the 
Chairman. 

The  Chairman  said  he  must  first  express  regret  that  their 
dinner  should  happen  to  be  on  the  same  date  as  the 
banquet  given  by  the  Chamber  of  Commerce,  of  which 
Sir  Alfred  Jones  was  the  head,  to  the  Portuguese 
Ambassador.  When  they  heard  that  the  dinner  to  the 
Portuguese  Ambassador  was  to  be  held  on  that  evening  it 
was  too  late  to  alter  their  own  arrangements.  All  their 
Council  desired  to  express  their  regret  that  the  (tinners 
shonid  have  clashed,  for  it  meant  that  they  were  deprived 
at  that  dinner  of  several  leading  representatives  of 
shippii^  and  commerce.  They  were  particularly  delighted 
to  see  the  Lord  Mayor,  and  wished  to  express  their  grate- 
ful sense  of  thankfulness  to  him  for  kindly  fixing  the  date 
on  which  to  attend  their  dinner  so  early  in  his  year  of 
office.  (Applause.)  They  had  made  a  very  interesting 
discovery  with  reference  to  the  Lord  Mayor  since  they  had 
entered  that  room— that  was.  ibey  had  discovered  that  his 
Lordship  and  the  President  of  the  Institute  of  Chartered 
Accountants  (Mr.  Peat)  were  schoolboys  together  in 
Montrose.  (Applause.)  The  two  had  not  been  there  many 
moments  when  they  mutually  discovered  that  interesting 
fact.  There  was  no  pre-arrangemenC  abont  the  meeting. 
He  was  quite  sure  it  was  a  great  happiness  to  the  Lord 
Mayor  to  meet  one  of  his  old  schoolfellows,  and  an  equal 
happiness  for  Mr.  Peat,  their  President,  to  meet  in  the 
person  of  tiie  Lord  Mayor  one  of  his  old  schoolfellows 
from  the  Academy  at  Montrose.  He  desired  to  con- 
gratulate the  Lord  Mayor  on  his  election  to  the  chief 
magistracy  of  the  city,  aad  to  express  their  hope  that  he 
might  have  health  and  strength  faithfully,  as  they  were 
anze  he  would,  to  discharge  the  very  onerous  duties  of  the 
high  office  to  i^uch  he  had  been  called.  (Ai^Ianse.)  It 
seemed  to  him  [Mr.  White)  an  appalling  thing  to  look 
forward  to  a  year  of  duty  such  as  that  which  was  to  be 
fulfilled  by  the  Lord  Mayor.  He  would  like  to  thank  the 
Lord  Mayor  for  hia  presence,  and  to  express  their  regret 
that  the  dinner  to  the  Portuguese  Ambassador  being  held 
that  evening  would  compel  faun  to  leave  their  company 


early.  About  the  Lord  Mayor  he  would  say,  in  the  voids 

of  Elizabeth  Barrett  Browning:  — 

"  A  poor  man  served  bj  thee  shall  make  thee  rich, 
A  sick  man  helped  by  tfaee  shall  make  thM  strong. 
Thou  shalt  be  served  thyself  by  every  sense 
Of  service  which  thou  lendensL" 

— (Af^lause.) 

The  Lord  Mayor,  in  replying,  offered  his  hearty  thanks 
to  the  Chairman  for  the  kind  way  in  which  he  had  spoken 
of  him.  Tbe  Chairman,  however,  he  said,  made  quite  a 
mistake  in  supposing  that  they  were  under  any  indebted- 
ness to  him  for  being  there  that  ni^t.  He  had  come  there 
that  night  with  the  very  greatest  satisfaction  and  pleasure, 
and  he  had  enjoyed  himself  very  much,  and  he  was  only 
sorry  that  the  other  engagement,  to  which  reference  had 
been  made,  compelled  him  to  leave  early.  It  had  been 
a  singularly  fortunate  tiling  for  him,  as  their  Chairman 
had  said,  that  he  had  met  Mr.  Peat,  vMh  whoin  he  was  at 
school  over  forty  years  ago,  and  whom  he  had  never  met, 
until  that  night,  since  they  were  boys  at  school  together. 
He  came  there  that  night  with  a  glunoiering  in  hia  mind 
that  Mr.  Peat  was  a  Montrose  man,  and  as  Mr.  Peat  was 
putting  the  question  to  him  as  to  whether  he  was  not  in 
the  school  at  Montrose,  he  (the  Lord  Mayor)  was  putting 
the  same  question  to  Mr.  Peat.  (Laughter.)  They  had 
had  a  very  pleasant  time  in  reminiscing  over  the  old  town 
aiul  the  old  times.  Mr.  Peat  had  been  a  fortonate  man, 
thanks  to  his  own  ability,  and  as  for  himself  (the  Lord 
Mayor)^  although  he  had  not  been  fortunate  like  him 
— (laughter] — he  bad  no  cause  to  complain.  (Renewed 
laughter.)  Liverpool  was  a  capital  place  for  any  young 
Scotchman  to  come  to.  He  thanked  them  very  warmly 
indeed  for  their  kindness.  (Applause.) 

The  Lord  Mayor  then  left  the  banquet  for  the  purpose 
of  attending  the  other  function  to  which  nference  bad 
been  made. 

The  Chairman  gave  the  toast  of  'The  city  and  trade  of 
Uverpool."  He  said  they  all  knew  that  a  few  weeks  ago 
there  was  nnveUed  in  Liverpool  a  splendid  memorial  to 
Queen  Victoria.  That- memorial  stood  upon  the  site  of  a 
baronial  castle,  built  in  1078  and  taken  down  in  1731.  In 
1307  King  John  granted  a  charter  to  the  town.  In  1272 
there  were  only  S40  inhabitants  of  the  town  of  Liverpool ; 
in  1801  this  number  had  grown  to  77.000,  but  in  1903  it 
had  increased  to  716,800.  The  growth  in  ships  had  been 
also  equally  remarkable,  for  whereas  in  the  year  1540  there 
were  only  12,  in  1648  only  34,  in  1753  only  437,  and  in  1849 
8,793,  vhat  was  the  position  to-day?  Liverpool  now 
owned  four-fouxteenths  of  all  British  tonnage,  and 
four  twenty-ninths  of  the  tonnage  of  the  whole  world. 
(Applause.)    Then,  again,  there  was  the  growth  of  the 

Liverpool  Dock  8yat«npig^«e^@6v"'** 
welcome  amongst  them  the  new  Treasnrer  of  ^  Hersev 
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Docks  and  Harbour  Board  (Mr.  Richard  Ibbetson-Powell), 

whom  he  had  had  the  honour  of  numbering  amongst  his 
own  personal  baends  for  over  thirty  years — ever  since  they 
were  boys  togedier.  (Hear,  hear.)  The  Dock  Board,  as 
was  kDown  to  them  all,  was  the  controlling  authority  of 
the  whole  ^stem  of  docks  on  Ae  river  front,  which,  be 
believed,  was  the  envy,  not  only  of  the  city  of  London,  but 
of  many  other  cities  as  well.  As  they  knew,  there  had  been 
under  Tery  sarioas  consideration  an  endeavour  to  intro- 
duce a  system  for  the  London  Docks  somewhat  similar  to 
that  of  the  Mersey  Docks  and  Harbour  Board.  They  had 
at  the  present  time  in  Liverpool  a  line  of  continuous  docks 
extending  over  seven  miles,  and  having  a  lineal  quayage 
of  over  tirirty-five  miles.  (Applause.)  They  bad  also  in 
Liverpool  frown  in  the  rapidity  with  which  their  vessels 
were  received,  loaded,  and  despatched.  He  might  perhaps 
just  cite  two  instances  of  that  rapidity  of  despatch.  The 
Canadian  Pacific  steamer  "  Lake  Champiain  "  arrived  on 
a  Sunday.  In  forty-ei^  hours  she  had  dischai^ed  twelve 
thousand  tons  measurement  of  cargo,  and  sailed  on  the 
following  Wednesday  morning  with  two  thousand  tons  of 
coal  and  cargo  and  a  large  contingent  of  troops. 
(Applause.)  The  other  instance  was  that  of  the  steamer 
"  Irada,"  from  Galveston,  with  30,036  bales  of  cotton,  620 
tons  of  wheat,  and  2,800  bags  of  flour.  She  commenced 
discharging  that  huge  cai<go  at  i  p.m.  on  tiie  5th  Novem- 
ber 1900  and  finished  it  at  10  p.m.  on  the  9th.  She  then 
took  in  a,5oo  tons  of  bunker  coal  and  sailed  again  at  noon 
on  the  loth.  Nearly  the  whole  of  the  cotton  was  weighed 
as  landed,  and  was  removed  by  the  consignees  within  three 
days.  (Applause.)  Again,  if  they  contrasted  the  ware- 
houses of  the  city  with  those  which  existed  twenty  years 
ago  they  would  see  a  very  enormous  growth.  The  latest 
of  the  warehouses  was  that  magnificent  one,  Uie  tobacco 
warehouse  at  Stanley  Dock,  erected  by  tbe  Dock  Board. 
It  had  been  said  that  if  it  were  possible  that  tbey  could 
take  St.  George's  Hall,  magnificeivt  and  vast  as  that  build- 
ing was,  they  could  place  it  entirely  inside  the  walls  of 
the  new  tobacco  warehouse  at  Stanley  Dock.  (Applause.) 
Tbey  also  saw  the  growth  on  all  hands  of  eaormous  ware- 
houses in  order  to  contain  the  produce  that  came  into  the 
country  through  the  Mersey,  one  of  the  greatest  gates  of 
our  Empire.  (Applause.)  They  had,  as  they  knew,  very 
fine  warehouses  in  addition  to  those  of  the  Mersey  Docks 
aad  Harbour  Board.  They  had,  for  instance,  the  vast 
warehouse  at  the  Alexandra  Dock  for  grain,  and  a  new 
enormous  one  now  in  course  of  erection,  or  just  finished,  at 
the  Coburg  Dock.  (Applause.)  He  had  an  opportunity  a 
few  days  previously  of  inspecting  a  map  of  Liverpool  of 
the  year  1650,  and  it  proved  a  most  fascinating  and  interest- 
ing study  to  think  of  the  town  as  it  then  was,  and  compare 
it  with  the  city  as  it  now  existed.  The  extent  of  the  city 
might  be  gathmed  from  fbe  fact  that  though  St.  John's 


Church  was  not  built  for  a  long  period  after  1650,  when  it 
was  built  it  was  described  as  "St.  Jobo's  on  the  Heath, 
near  Liverpool."  The  map  of  1650  revealed  the  fact  that 
the  town  of  Ijverpool  extended  from  the  river  side  to 
about  what  would  now  be  Hatton  Garden,  which  was  then 
called  "Did  Lane."  Immediately  opposite  Hatton  Garden 
was  an  estate  and  house,  from  which  Crosshall  Street 
obtained  its  name.  "Crosse  Hall"  was  situated  almost 
inmiediately  opposite  Did  Lane ;  and  upon  what  was  now 
the  ^te  of  the  Municipal  Offices  the  estate  of  Lord  Derby 
existed.  The  town  in  the  southerly  direction  extended  to 
what  was  then  called  "  Pool  Lane,"  which  was  synonymous 
with  South  Castle  Street.  The  Pool  passed  along  where 
Ihe  presmt  Custom  House  was  and  along  Paradise  Street 
and  Whitecbapel.  That  was  the  boundary  of  the  town  on 
tbe  southerly  side.  In  a  northerly  direction  the  town 
extended  into  Old  Hall  Street,  certfunly  not  farther  than 
the  new  Cotton  Exchange.  The  only  buildings  <^  any 
importance  in  those  days  were  those  of  the  "  Fort,"  the  old 
Church  of  St.  Nicholas,  or  its  predecessor,  which  was 
destroyed  by  fire ;  just  about  where  George's  Dock  was  the 
Custom  House  stood.  That  was  the  picture  of  Liverpool 
so  recently  as  1650.  When  th^  thou^t  of  that,  and  com- 
pared it  with  the  city  now  extending  from  the  rivtr  to 
West  Derby  on  fhe  east,  to  Aigburth  on  the  south,  and  to 
Bootle  on  the  north,  it  gave  Aiem  some  idea  of  the 
eoormons  growth  of  the  city.  (Applause.)  They  had  not 
only  grown  in  commerce,  but  they  had  grown  also  in  other 
ways.  The  streets  were  formerly  narrow,  badly  paved, 
and  badly  lighted ;  they  were  now  broad,  well  paved,  and 
splendidly  lighted.  Liverpool  had  now  some  magnificent 
buildings  devoted  to  commercial  purposes,  such,  for 
instance,  as  the  Royal  Insurance  Oflices,  The  White  Star 
line  Offices,  Colonial  House,  and  the  new  Cotton 
Exchaoge.  The  city  was  also  well  equipped  with 
hospitals,  having,  besides  others,  the  Royal  Infirmary,  the 
Xorthem  Hospital,  and  the  Children's  Infirmary ;  whilst 
in  the  matter  of  educational  progress  it  was  gratifying  to 
know  that  they  had  now  the  Universi^,  the  Technical 
School,  the  Council  Schools,  and  the  Central  and  Branch 
Libraries.  There  were  also  excellent  opportunities  for 
recreation.  He  could  remember  very  well  when  there  was 
only  one  park  in  Liverpool — namely.  Prince's  Park.  Five 
or  six  large  parks  had  come  into  existence  for  the  benefit 
of  the  citizens  during  the  last  forty  years.  Besides  the 
parks  a  large  niumber  of  open  spaces  had  been  provided  in 
the  last  few  yean  for  the  recreation  of  die  people  who 
lived  in  the  immediate  vicini^.  There  had  also  been  an 
enormous  growth  in  the  extent  and  character  of  the  means 
of  transit  in  tiie  city.  They  could  all  of  them  remember 
^e  could  as  a  boy — reaching  tbe  citvby  a  'bus,  and 

paying  no  less  than  sd.  to  ??^f??hS5*&Cf^>$W2*** 
centre  of  the  city.   They  could  now  tioast  of  a  ^endid 
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system  of  electric  tramcara,  covering  fully  serentjT'five 
miles,  and  conveying  tlie  people  to  and  from  all  parts  of 
the  city.  He  had  the  greatest  pleasure  in  offering  the  toast 
of  "The  city  and  trade  of  Liverpool."  (Applause.) 

Mr.  John  Clayton  (President  of  the  Liverpool  Cotton 
Association)  responded.  He  said  he  felt  particularly  proud 
to  be  asked  to  make  response  to  that  toast,  inasmuch  as 
he  was  a  Liverpool  man.  He  was  born  in  the  city,  and 
had  lived  in  it  and  worked  in  it  all  his  life.  Looking  back 
over  a  period  of  nearly  fifty  years,  there  were  certain  things 
in  Ae  progress  of  the  city  and  its  trade  which  stood  out 
prominently  in  his  mind — namely,  ships,  docks,  streets, 
locomotion,  and  buildings.  (Applause.) 

Sir  Thomas  Hughes  siibmitted  the  toast  of  "The 
InsKtote  of  Chartered  Accountants."  He  said  he  rose  with 
veiy  great  pleasure  in  response  to  the  Chairman's  call, 
and  yet  he  felt  that  he  never  was  in  such  a  difficulty  as  at 
that  moment.  He  thought,  after  the  way  the  Chairman 
had  acted  that  night  as  the  President  of  that  dinner,  that 
he  had  given  such  evidence  of  his  aUlity  not  only  to  pro- 
pose toasts,  but  to  conduct  a  function  of  that  sort  with 
very  great  credit  to  himself,  that  he  (Sir  Thomas  Hughes) 
might  very  well  have  been  excused  if  the  Chairman  had 
proposed  that  toast  himself.  He  felt,  however,  that  he 
must  proceed  with  his  task,  even  though  he  might  leave 
himself  open  to  grave  criticism  from  the  President  of  the 
Institute  (Mr.  Peat),  whose  name  he  would  associate  with 
the  toast,  and  who  would  respond  to  it.  Indeed,  he  might 
find  himself  in.  the  position  of  a  congregation  in  Ireland, 
cin  one  occasion,  when  priest  was  taking  leave  of  them 
for  a  new  sphere  of  work.  Tlie  priest  addressed  them  in 
these  very  significant  words: — "Ye  have  not  loved  me, 
"because  ye  have  not  contributed  anything  towards  my 
*'  m^ntenance.  Ye  have  not  loved  one  another,  because  I 
"have  not  been  called  upon  to  preside  over  a  marriage 
"feast;  and  the  good  Lord  above  has  not  loved  you, 
"because  He  has  not  taken  one  of  you,  and  I  have  never 
"had  to  preside  over  a  funeral."  (Laughter.)  He  (3ir 
Thomas  Hughes)  could  imagine  that  this  would  be  some- 
thing like  the  criticism  which  he  would  leave  himsdf 
open  to  from  their  distinguished  President  (Mr.  Peat). 
[Renewed  laughter.)  In  thonkiag  over  what  he  could 
say,  there  was  one  thought,  and  only  one  thought, 
he  would  give  utterance  to  in  associatioa  with  that 
toast,  that  was  a  little  experience  which  he  had  had  as 
a  member,  some  time  ago,  of  the  City  Council  brought 
face  to  face  with  past  members  as  well  as  present  members 
of  the  Institute  of  Chartered  Accountants.  He  could 
remember  in  the  early  days  of  his  connection  with  the  City 
Council  being  associated  with  very  dear  friends  now 
departed— Mr.  Edward  Mounsey  and  Mr.  Peter  McQuie. 
He  knew  those  gentlemen  as  auditors  acting  for  the  rate- 
payers of  the  city,  and  he  then  learned  to  appreciate  the 


distinguished  services  which  those  genUemm  gave  as 

auditors  of  the  city  accounts.  Their  places  were  taken 
afterwards  by  his  friends  their  Hon.  Secretary  (Mr.  W.  E. 
Mounsey),  acting  with  Mr.  Stubbs.  They  also  discfaaiged 
the  duties  with  very  great  credit  to  themselves  aod  with 
satisfaction  to  the  peoj^e.  Bat  during  the  last  few*  years 
they  had  arrived  at  rather  a  worse  state  of  things.  They 
bad  at  the  present  moment  a  member  of  the  Institute  of 
Chartered  Accountants  who  was  one  of  the  elective 
auditors  of  Liverpool,  but  unfortunately  he  was  associated 
with  a  gentleman  who  knew  little,  if  anything,  about 
accounts,  and  therefore  could  not  be  of  any  practical 
assistance  to  him  nor  to  the  people  of  Liverpool,  but,  he 
would  rather  say,  a  hindrance.  (Hear,  hear  and  applause.) 
He  (Sir  TlxMDas  Hughes)  would  ask  any  sensible  man  what 
possible  good  could  it  be  to  a  commumty  to  tell  them  that 
the  Corporation  ought  to  buy  their  penny  buns  at  fourteen 
for  IS.,  or  that  somebody  had  had  an  extn  glass  of 
whishy  at  some  luncheon.  That  was  not  what  they 
wanted  from  their  elective  audit(Hrs.  (Applause.)  He  (Six 
Thomas  Hughes]  was  going  to  make  an  appeal  to  his 
hearers  that  night,  as  civic  patriots,  whether  they  should 
not  establish  a  better  state  of  things  than  they  had  at 
present.  (Applause.)  The  profession  of  Chartered 
Accountants  had  not  contributed  very  largely  to  the  mem- 
bership of  the  City  Council,  although  diey  had  Captain 
Denton,  Alderman  Simon  Jude,  and  Mr.  Haimood- 
Banner,  M.P.,  as  exceptions  to  that  rule.  He  did  not 
regard  that  so  much  as  the  absence  from  the  ranks  of 
members  of  the  City  Council  of  well  qualified  gentlemen  to 
go  into  the  matter  of  Corporation  Accounts.  It  was  a  very 
important  matter  for  the  ratepayers  of  Liverpool  that  they 
should  have  qualified  gentlemen  who  had  a  knowledge  of 
accounts,  who  could  make  themselves  thorongUy 
acquainted  with  the  Acts  of  Parliament  of  Liverpool,  and 
with  all  the  borrowing  powers  given  under  Provisional 
Orders,  and  such  like.  It  was  that  sort  of  information 
they  wanted,  and  to  prevent  leakages,  if  they  were  to  have 
any  benefit  at  all  from  a  people's  audit.  He  could  tdl  of 
instances  where  very  great  advantage  could  be  given,  and 
of  great  leakages  that  were  going  on,  and  it  only  required 
that  public  attention  should  be  called  to  them  to  rouse  the 
ratepayers  to  a  sense  of  tba.t  duty,  whi^  was  really  what 
they  wanted.  (A^lause.)  He  appealed  to  the  members 
of  the  Institute  in  Liverpool  that  they  would  take  a 
personal  interest  in  that  matter,  and  try  and  rouse  public 
opinioa  to  a  better  state  of  things.  They  knew  very  well 
that  when  it  came  to  the  election  of  their  elective  auditors 
the  people,  as  a  rule,  took  little  or  no  interest  in  it,  and 
that  was  the  reason  why  a  gentleman  calling  himself  a 
Socialist,  with  no  knowledge  of  accounts,  could  be 
returned  as  one  of  the  elective  auditors  of  Liverpool.  (A 
voice:  "Shame.")   That  W^^'^l^i^ra&itulWt^lf'things, 


November  24,  1906.         THE  ACCOUNTANT 


643 


and  a  state  of  things  that  ought  to  be  remedied  in  their 
own  interests.  Therefore  he  appealed  to  bis  hearers  that 
they  should  five  some  attention  to  ibai  matter,  and  that 
tbey  shouJd  take  care  that  distinguished  members  of  their 
profession  should  offer  themselves  as  candidates,  and  tty 
and  arouse  public  opinion  in  their  favour,  so  as  to  have 
those  duties  dischai^ged  in  a  proper  way.  (Applause.) 
What  was  wanted,  too,  was  Aat  more  facilities  should  be 
given  to  the  ratepayers  to  exercise  the  duty  which  devolved 
upon  them.  They  wanted  more  than  one  polling  place  at 
St.  Geo^e^s  Hall.  They  wanted  a  better  state  of  things 
to  be  established.  If  an  appeal  were  made  to  the  com- 
mercial intetests  of  the  ci^  they  would  find  themselves 
supported  by  prominent  men,  in  order  that  they  might 
remedy  the  present  disgraceful  state  of  tilings.  (.A4>plause.) 
He  had  to  associate  with  that  toast  the  name  of  their  dis- 
tinguished President.  Mr.  Peat  Hiqqnly  for  him  (Sir 
Thomas  Hughes)  the  Lord  Mayor  had  already  been  able 
to  say  something  for  him,  and  had  claimed  an  acquaint- 
ance of  forty  years  ago.  He  felt  grateful  to  Montrose,  for 
it  had  sni^lied  Liverpool  with  a  splendid  spedmen  of  the 
Scotch  ZBce  ts  its  Lord  Mayor,  and  it  hod  also  furnished 
the  Institute  of  Chartered  Accountants  with  an  excellent 
President.  (Applause.) 

Mr.  W.  B.  Peat.  F.C.A.  {President  of  the  Institute  of 
Chartered  Accountants),  responded.  At  the  outset  he  said 
he  must  ask  for  their  kind  indulgence  whole,  for  a  moment, 
he  referred  to  the  happj  event  which  had  taken  place  that 
evening  in  tiM  meeting  between  him  and  his  old  friend  and 
schoolfellow  the  I^rd  Mayor.  (Applause.)  It  was  true 
that  the  winters  of  forty  years  had  passed  over  them,  but 
it  was  also  true  that  they  were  not  snowed  under,  although 
the  snows  of  winter  had  just  left  a  dusting  of  winter  upon 
them  which  was  permanent.  (Laiq;hter.)  He  did  not 
remember  pTBdaely  how  his  dear  friend  the  Lord  Mayor 
looked  for^  years  ago,  and  he  did  not  TMuamber  precisely 
how  he  (Mr.  Peat)  looked  forty  years  ago  either.  (Laughter.) 
liverpod  was  to  be  congratulated  on  having  as  its 
Lewd  Mayor  a  man  of  sterling  integrity ;  a  man  of  great 
c^wcity ;  a  man  of  wide  experience,  and  of  large  know- 
ledge. (Applause.)  He  was  very  much  obliged  to  Sir 
Thomas  Hughes  for  the  kind  remarks  he  had  made  with 
regard  to  the  Institute,  and  in  r^ard  to  himself  (Mr. 
Peat)  pecsonalty.  He  (Mr.  Feat)  conld  not  quite  enter  into 
all  llie  local  matter  to  which  Sir  Thomas  Hughes  had 
referred,  but  he  felt  absolutely  certain  that  it  was  most 
important  for  their  Institute,  and  most  important  for  every 
town  and  city  in  which  they  were  represented,  that  they 
riionld  take  their  fair  share  of  municipal  management  and 
mnnicipal  government.  (Applause.)  He  was  hopeful  that 
in  the  city  from  which  be  came,  London,  and  in  tiie  city 
of  Liverpool,  things  would  be  mended  in  that  respect. 
(Hear,  hear.)   It  was  a  great  pleasure  and  satisfaction  to 


him  to  be  able  to  accept  thedr  invitation  for  the  second 
year  in  succession.  It  was  like  coming  to  a  function  that 
he  knew  something  about,  and  like  coming  to  friends  that 
he  had  met  before.  Hence  he  thanked  them  doubly  for 
the  invitalion  they  were  kind  enough  to  send  him.  The 
importance  of  their  Institute  was  enhanced  by  the  fact 
that  they  were  supported  by  Societies  in  such  districts  and 
centres  as  Liverpool,  Manchester,  and  elsewhere.  The 
great  tree  of  their  Institute  only  existed  because  of  its 
branches ;  its  branches  moved  the  great  trunk  of  the  tree, 
and  from  those  branches  the  tree  derived  life  and  health. 
(Hear,  hear.)  He  hoped  that  the  Institute  would  long 
thrive,  and  that  the  branches  in  Liverpool,  Manchester, 
and  elsewhere  would  contribute,  as  they  had  done  in  the 
past,  to  that  forward  movement  which  had  been  so  amply 
demonstrated  in  their  past  history.  He  felt  that  to  reply 
to  that  toast,  which  had  been  on  so  many  years  in  succes* 
sion  replied  to  by  gentlemen  in  his  position^  was  a  some- 
what difficult  matter.  It  reminded  him  very  much  of  the 
man  who  presided  over  a  Btims'  centenary  festival.  The 
man  wondered  what  on  earth  he  conld  find  to  say.  Eveiy- 
thing  had  been  said  in  relation  to  his  subject  which  he 
could  fhixA  of,  and  he  became  bankrupt  and  dry  for  want 
of  some  new  observation  to  make.  While  in  regard  to  the 
Burns*  centenary  festival  that  might  be  the  case,  he  felt 
that  in  regu'd  to  Chaitered  Accountants  there  was  some- 
thing not  dead  one  hnndred  years  ago,  bat  something 
living,  and  thriving  from  day  to  day,  and  something  to  be 
proud  of,  and  that  was  the  Institute  of  Chartered 
Accountants.  (Applause.)  It  was  true  that  he  need  not 
say  anything  about  the  numbers  of  their  Institute — they 
swelled  year  after  year,  and  its  power  and  influence  !n 
the  world  seemed  to  increase  as  the  years  went  on.  It 
might  be  almost  said,  in  the  language  of  the  old  hymn :  — 

"  From  Greenland'a  iojr  mounialm, 
From  India's  conl  stnnd." 

(Applause.)  They  spread  over  every  country;  -tfiey  spread 

over  the  continents  of  Europe,  Africa,  India,  China,  and 

Canada.    In  every  one  of  those  centres  they  would  find 

representatives  of  the  Institute  of  Chartered  Accountants 

struggling  to  make  a  living,  and  struggling  to  assist  the 

commercial  enterprises  which  were  committed,  to  some 

measure,  to  their  care.   There  was  not  a  vessel  that  sailed 

the  deep  on  a  commercial  quest  but  bad  a  Profit  and  Loss 

Account,  and  there  was  ranly  a  Profit  and  Loss  Account 

which  was  not  visM  by  an  accountant,  and  in  nine  cases 

out  of  ten  by  a  Chartered  Accountant.   (Applause.)  Those 

facts  spoke  for  themselves,  and  it  was  not  necessary  for 

him,  therefore,  to  dwell  upon  them.  Their  Institute  thrived 

and  prospered,  and  it  might  safely  be  said  of  it,  "It  has 

been  and  shall  be."   (Applause.)  They  had  attained  even 

more  than  their  majority ;  they  were  attaining  to  their 

thirty  years  of  life,  and  they  were  beginning  to  lo^-rciund 
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them  and  see  what  else  they  could  do.  There  waa  a  great 
deal  more  to  be  done  yet :  they  were  still,  in  one  reqtect, 
standing  where  they  stood  in  1880,  whea  the  Chaitei  was 
graated— they  were  still  without  any  public  legal  protec- 
tion; they  w«re  still  without  any  l^al  recognition  as  a 
profession.  It  was  true  they  had  a  Royal  Charter,  and  of 
that  they  were  justly  proud.  He  thought  they  had  made 
good  use  of  their  Royal  Charter,  and  that  they  had  shown 
the  world  and  their  clients,  and  the  people  in  this  King- 
dom, that  they  were  to  be  trusted  with  the  affairs  com- 
mitted to  their  care.  (Applause.)  He  thought  the  time, 
however,  had  arrived  when  they  should  seek  by  negotia* 
tions  with  their  friends  in  the  other  Society  to  have  some 
form  of  re^stration — (applause) — a  form  of  registration 
which  would  prohibit  from  practising  those  who  had  no 
qualifications  to  practise,  and  which  would  close  the  door 
of  their  profession  to  all  save  those  who  were  qualified  to 
dischaige  the  oaeiDos  duties  which  tfaey  were  caJIed  upon 
to  fulfil.  (Applause.)  That,  in  his  opinion,  was  the 
immediate  subject  for  their  consideration;  that  was  the 
subject  of  their  next  forward  progress,  in  bis  opimoD,  and 
he  was  happy  to  think  that  in  that  forward  movement  the 
Liverpool,  Mancbester,  and  the  BirmiDgfaam  Societies  had 
not  been  behindhand  ;  in  fact,  they  had  been  the  Societies 
that  had  moved  tiie  clock,  and  he  hoped  successfully 
brought  &t  CouncU  of  the  Institute  to  see  that  a  step  in 
that  direction  was  a  wise  and  prudent  step,  (^planse.) 
Whilst  he  told  them  that  they  bad  no  exclusive  status,  he 
did  not  mean  to  say  that  they,  as  an  Institute  of  Chartered 
Accountants,  were  alone  to  have  such  exclusive  status. 
Every  accotmtant  who  was  qualified  to  discharge  the 
duties  which  he  undertook  was  quite  open  to  come  within 
the  circle  of  re^^istered  accountants.  They  sought  no 
exclusive  rights,  but  rights  which  were  only  for  the  pro- 
tection of  the  public  and  for  their  own  benefit  and  advance- 
ment— mainly  for  the  protection'  of  the  public  they  sought 
those  rights,  not  only  on  behalf  of  diemselves,  but  on 
behalf  of  every  accountant  belonging  to  any  Society  who 
was  qualified  to  discharge  the  duties  of  an  accountant. 
The  qualification  that  they  said  was  necessary  to  be 
registered  was  that  the  accountant  should  be  in  practice, 
and  should  be  qualified  to  discharge  the  duties  which  he 
undertook.  He  wished  to  make  it  absolutely  clear  that 
they,  as  an  Institute  of  Chartered  Accountants,  sought  no 
exclusive  rights,  and  did  not  seek  to  exclude  a  single 
member  of  any  Society  practising  as  an  accountant  from 
being  registered.  (Applause.)  He  felt  that  he  had 
detained  them  somewhat,  but  'twere  was  one  word  more  he 
would  like  to  say,  and  that  was  that  they  were  h^py  to 
know  that  the  Government,  from  time  to  time,  had  called 
upon  them  to  place  representatives  on  the  Com  missions 
which  had  been  appointed  to  consider  various  matters. 
Amongst  these  he  would  like  to  mention  the  Income-tax 


Commission,  upon  which  sat  their  dear  friend  Mr.  Adam 
Murray,  now  gone  to  his  long  account.  Adam  Murray 
was  a.  man  whom  they  all  respected  and  admired  with 
affection  and  veneration ;  he  ably  represented  the  Instttote 
of  Chartered  Accountants  on  the  Income-tax  Commission. 
Then  there  was  the  Commission  to  consider  Municipal 
Accounts,  of  wbich  Mr.  John  Gane,  their  late  President, 
was  a  member.  There  was  also  the  Conuninrion  to  con- 
sider the  Companies  Acts,  of  trtiicb  Mr.  Edmund  Water- 
house,  a  man  second  to  none,  was  appointed  a  member. 
He  was  sure  that  tbe  report  wluch  emanated  from  that 
Commission  waa  a  very  NEcellent  document,  and  repre- 
sented an  admir^le  and  acceptable  alteration  in  those 
complicated  laws  relating  to  public  companies.  The  last 
of  the  Commissions  was  that  for  the  consideration  of  the 
bankruptcy  laws.  He  (Mr.  Peat)  had  the  honour  to  be  a 
member  of  that  by  nomination  from  the  Council  of  the 
Institnte  of  Chartered  Accountants,  (^planse.)  That 
Commission  was  still  sitting  and  doing  good  work.  It  was 
giving  most  careful  attention  to  all  the  matters  which  were 
submitted  to  it,  and  hearing  evidence  from  evei7  quarter 
where  eyidence  appeared  to  be  useful,  (^planse.)  He 
thanked  Ihem  for  the  kindly  way  in  which  they  bad 
received  the  toast.  He  trusted  and  b^ieved  that  the 
Institute  of  Chartered  Accountants  would  live  and  thrive 
under  sncceediug  Presideats,  who  would  be  able  as  the 
years  went  on  to  give  an  equal  account,  as  he  bad  done 
that  night,  of  the  satisfaction  vrith  iduch  their  clients 
regarded  their  services.  (Applause.) 

Mr.  J.  B.  Ball,  F.C.A.  (Vice-President  of  the  Instatote), 
offered  the  toast  of  "  Tlw  legal  professitn."  He  said  the 
legal  profession  vnu  very  closely  allied  to  the  profession 
of  tiw  Chartered  Accountant  The  legal  profession  was, 
of  course,  the  older  profession,  and  in  some  respects 
there  might  periiops  be  a  titUe  overlapping  of  the  work 
which  devolTOd  upon  the  legal  profession  and  ttwiT  own. 
He  was  sure,  however,  that  a  very  great  good  feeling 
existed  between  the  two  professions ;  in  fact,  he  might  say 
the  goodwill  of  the  legal  profession  was  a  very  important 
asset  of  the  Institute  of  Chartered  Accountants.  He  was 
sure  all  present  would  acknowledge  thai,  tiie  toast  be  had 
to  propose  was  that  of  a  body  of  men  who  in  intelligence, 
integrity,  and  hi^  standing  were  not  to  be  equalled  in 
the  whole  world.  (Applause.)  With  that  assertion,  which 
he  confidently  said  could  not  be  gainsaid,  he  asked  them  to 
drink  success  and  good  health  to  the  1^^  pnrfesaion. 
(Applause.) 

Mr,  Herbert  R.  Rathbone  (Barrister-at-Law),  who 
replied,  said  he  appreciated  very  highly  the  privilege  of 
being  present  that  evening.  The  essantiai  unity  of  the 
task  upon  which  they  were  all  engaged  stood  for  the 
advancement,  prosperity,  and  well  being  of  the  c<Biunimi^ 
in  which  they  moved.  (^pliafliiJjy  VjOOQlC 
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Mr.  JofaiL  CameroQ  (President  of  tbe  Liverpool  Incoi- 
ponted  Law  Socie^)  responded.  He  said  he  hoped 
and  believed  that  the  close  association  which  had 
existed  for  so  long  between  the  l^al  and  the  account- 
ancy professions  was  Likely  to  continue  always.  The 
dividing  line  between  the  work  which  was  allotted 
to  Uteir  professions  was  a  very  difficult  one  to  define, 
and  he  was  not  going  to  attempt  to  define  it  that  night. 
Ho  woiild,  however,  say  that  in  Liverpool  especially 
they  had  always  worked  together  to  arrive  at  the 
same  and  with  good  fellowship  and  tact,  and  an  allowance 
made  between  ^enuelves,  and  it  had  been  of  motnal 
advantage  and  for  the  success  of  the  town  in  iriiich  they 
both  carried  on  their  business.  (Applause.)  It  had  been 
to  him,  as  representing  the  legal  profesnon  in  Liverpool,  a 
great  pleasure  and  privilege  to  be  there  and  to  meet  them 
all,  and  the  function  was  one  which  he  esteemed  and 
valued  as  much  as  any  he  had  been  able  to  take  part  in 
this  year.  (Af^lanse.) 

Mr.  Ben  Cookson,  F.C.A.  (Vice-President  cf  the  Liver- 
pool Society  of  Chartered  Accountants),  proposed  "Our 
guests."  He  assured  the  visitors  from  kindred  Societies 
of  a  most  cordial  greeting,  and  said  they  desired  as  a 
Society  to  merit  what  he  thought  Ihey  already  possessed — 
namely,  tiieir  friendship  and  esteem.  (Applause.) 

Mr.  James  Hc^e  Simpson  (Prerident  of  the  Liverpool 
Institute  of  Bankers)  made  fitting  acknowledgment.  He  said 
he  felt  it  was  an  honour  to  represent  the  other  guests  that 
evening.  Another  reason  why  it  was  veiy  pleasant  to  be 
there  that  night  was  because  one  met  with  accountants  in  a 
non-profesadonal  way.  (Laughter.)  His  professional 
acquaintance  with  accountants  was  very  largely  confined 
to  his  auditor.  When  the  auditor  came  along  to  his  bank 
a  few  weeks  before  bis  Balance  Sheet  was  struck,  then  he 
began  to  feel  his  presence.  He  sent  fox  a  member  of  the 
staff,  and  he  was  told  that  he  was  engaged  with  the 
auditor;  he  sent  for  a  book,  and  he  was  told  that  the 
auditor  was  using  it ;  and  he  sent  for  a  parcel  of  securities, 
and  he  was  told  tbe  auditor  was  sitting  on  It.  (Laughter.) 
Then  at  last  the  great  day  arrived  when  he  had  to  be 
closeted  with  the  auditor.  When  fhe  Balance  Sheet  was 
signed,  and  only  then,  could  he  go  to  sleep.  (Laughter 
and  Hear,  hear.)  The  profession  of  the  accountant  and  that 
of  the  banker  were  allied  professions.  The  accountants 
worked  hand  in  hand  with  the  bankers.  Bankers  felt  that 
the  greatest  security  they  could  have  was  not  only  tiieir 
own  audit,  but  the  audit  of  their  customers'  position.  He 
lost  no  opportunity  of  encoure^ng  the  accountants*  pro- 
fession by  pressing  and  compelling  his  customers  to  get 
an  audited  Balance  Sheet  (Applause.)  It  was  not  that 
be  doubted  the  customer,  and  not  that  be  felt  there  was  any 
gi«at  amount  of  dishonesty — ^he  was  much  more  struck 
with  dM  amount  ol  faones^  in  business  than  he  was  with 


the  reverse — but  it  was  because  he  felt,  however  honour- 
able a  man  was,  if  he  was  not  an  expert  in  accounts  it  was 
veiy  wise  for  him  to  call  in  professional  advice  to  keep 
him  light.  (Hear,  hear.)  It  was  his  opinion  that  when 
th«  commercial  history  of  our  country  came  to  be  written 
that  one  of  the  most  remarkable  and  beneficent  instances 
to  be  recorded  of  the  Victorian  era  would  be  the  rise  and 
the  rapid  growth  in  influence  and  power  of  the  accountants' 
profession.  (Applause.)  He  felt  that  nothing  but  good 
could  come  of  the  suggestion  of  Mr.  Peat,  tbe  President  of 
the  Institizte,  that  die  profession  should  receive  the  highest 
legal  status  in  the  laws  of  the  country.  (A|^Iause.)  He 
hoped  that  for  many  years  tbe  profession  of  banking, 
which  he  represented,  and  that  of  accountancy  might  be 
joined  together  in  alliance  for  the  promotion  of  sound 
trading,  and  the  development  of  all  that  was  good  in  busi- 
ness in  tins  country.  (Applause.) 

Mr.  J.  Harrison  Jones  (President  of  the  Liverpool 
Timber  Trade  Association)  also  replied.  He  said  he  denired 
personally  and  on  behalf  of  the  other  visitors  to  express 
gratification  at  being -there,  and  to  say  how  very  much 
they  had  enjoyed  the  hospitality  extended  to  them.  (Hear, 
hear.) 

Mr.  Richard  Barrow  (Treasurer  and  Controller  of 
Accounts  to  the  Liverpool  Corporation)  said  be  was  com- 
manded by  the  courteous  Secretary  to  submit  a  toast  which 
was  not  upon  the  printed  toast  list.  It  would  be  an 
unpardonable  omission  if  Ihey  did  not  drink  to  the  health 
of  their  Presadent.  Mr.  White.  (Applause.)  He  was  very 
pleased  to  hear  Sir  Thomas  Hughes  refer  to  the  services 
rendered  to  the  city  by  membrars  of  the  Institute  of  Chai^ 
tered  Accountants.  Speaking  from  the  standpcint  of  an 
official,  he  would  say  that  they  invited  the  fullest  criticism, 
and  the  most  careful  scrutiny,  from  those  who  were 
appointed  to  audit  their  accounts,  but  he  thougM  be  did 
not  ask  too  much  when  he  asked  that  the  person  appointed 
to  discharge  that  duty  should  be  a  person  properly 
qnaldfied.  (Applause.)  Whilst  the  members  of  the  pro- 
fession were  always  willing  to  devote  a  large  amount  of 
time  to  work  for  the  city,  he  thought  the  time  might  have 
arrived  when  tiiose  services  should  not  be  wholly 
gratuitous.  (Hear,  hear.)  For  a  great  number  of  years 
he  had  had  the  opportunity  of  associating  with  members 
of  the  Iitstitute  of  C&aitered  Accountants  in  the  conduct 
of  the  audit  of  Mimidpal  Accounts.  Ihe  services  they 
were  called  upoea  to  render  made  a  great  demand  upon 
their  time.  He  was  pleased  to  have  the  opportunity  on 
that  occasion  of  acknowledging  the  services  which  they 
had  lende^.  (Applause.) 

The  Chairman  said  he  thanked  Mr.  Burow  for  the  very 
cordial  way  in  which  be  had  proposed  his  health,  and  the 
company  present  most  heartily  for  the  manner  in  which 
tiiey  had  accepted  tbe  proposal.   Mr,  Barrow,  a^  public 
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official)  had  spoken  very  hii^hly  and  kindly  nf  their  pro- 
fession and  the  assistance  he  had  received  from  its 
members.  He  (the  Chairman)  thought  the  obligation  was 
matual,  for  he  had  never  approached  Mr.  Barrow  for 
information  without  receiving  most  kindly  and  courteous 
attention,  and  he  was  sure  thai  was  the  experience  of 
every  member  of  their  profession. '  (Applause.)  He 
thought  it  an  honour  to  be  in  that  position  that  night,  and 
he  thanked  the  members  of  the  Committee  and  the 
members  of  their  Society  for  coming  in  such  large  numbers. 
It  was  a  great  honour  to  them  to  have  the  representatives 
of  so  many  branches  of  commerce,  of  banking,  and  of  law 
in  their  midst  that  ni^t.  (Applause.)  He  concluded  by 
proposing  the  health  of  the  popular  Hon.  Secretary  of  the 
Liverpool  Society,  Mr.  W.  E.  Mounsey,  and  thanking  him 
for  the  ezcellenit  arrangements  he  had  made,  not  only  for 
their  iirtercourse,  but  also  for  their  entertainment  that 
night  (Applause.) 

Mr.  Mouns^,  in  responding,  said  he  was  only  too  glad 
to  do  all  he  could  for  the  profession.    (Hear,  hear.) 

During  the  evening  a  delightful  selection  of  vocal  and 
instrumental  items  was  given  by  Miss  Violet  Simpson 

(mezzo-soprano).  Miss  Marie  Rayner  (elocutionist),  and 
Mr.  Horace  Cropper  (violinist),  with  Mr.  Chas.  William 
Black  as  director. 


factors  Bcconntfna  b»  applied  to 
Aacbfne  Sbops—n. 


By  John  Whituoke. 


(From  Tke  Journal  of  AecmmUauy,  New  York.) 
The  organisation  of  a  factory  and  its  system  of  accounts 
and  records  are  so  closely  allied,  are  so  inseparable,  that 
to  talk  of  one  is  necessarily  to  talk  of  the  other.  It  may 
indeed  be  said  that  the  system  of  accounts  and  records  is 
the  fabric  of  any  adequate  organisation,  the  very  means 
by  which  the  factory  methods  and  routine  are  given 
definite  and  concrete  shape.  Whatever  in  the  factory 
methods  and  routine  does  not  find  expression  in  the 
accounts  and  records  is  upt  to  be  of  the  nature  of  usage 
imperfectly  defined  and  not  invariably  observed.  If  this 
practical  identity  of  the  factory  Accounts  and  the  factory 
organisation  is  borne  in  mind,  it  will  be  easy  to  realise 
that  the  factory  accounting  will  not  consist  of  separate 
and  independent  qrstems  for  the  several  departments,  as  a 
"Storehouse  System,"  a  "Cost  Department  System,"  and 
so  on,  but  of  one  system  that  must  be  co-extensive  with 
the  whole  of  the  operations— a  system  of  which  all  the 


parts  shall  be  carefully  related  to  each  other  and  co- 
ordinated to  a  single  end.  In  describing  such  a  system, 
it  is  necessary  to  take  the  features  of  it  up  one  by  one,  and 
at  the  same  time  it  will  be  found  impossible  to  di^xise  of 
any  one  feature  without  considerable  referrace  to  others. 
It  may  even  be  that  a  really  exhaustive  discussion  of  %ny 
one  featDie  of  a  perfectly  developed  system  would  be 
found  to  have  included  reference  to  every  other  feature  of 
it.  Relatively,  however,  to  the  possibilities  of  elucidation 
wbdch  exist  in  connection  with  the  subject  of  the  inter- 
dependence of  the  departments  of  a  manufacturing  busi- 
ness, and  the  consequent  inter-dependence  of  all  the  parts 
of  any  working  system  applied  to  it,  the  present  diacn>- 
sion  must  necessarily  be  rather  introductory  than 
exhaustive. 

For  the  purpose  of  describing  a  system  of  Factory 
Accounts  tlhe  convenient  units  axe  rather  the  books  or  other 
forms  or  means  of  record,  than  divisions  of  the  factory  or 
of  the  operations.  And  tiie  most  convenient  starting  point, 
as  it  is  necessarily  the  finishing  point,  is  not  any  one  of  the 
factory  books  or  records,  bat  the  General  Ledger  of  the 
commercial  accoimts,  because  in  this  General  Ledger  the 
whole  of  the  factory  records  are  synthesized  and  con- 
trolled, it  may  be  roughly  said,  in  two  accounts,  repre- 
senting respectively  materials  provided  for  the  manu- 
facturing purposes,  and  the  mannfacturing  operations. 
These  accounts  may  be  called  Stores  Account  and  Manu- 
facturing Account,  and  in  connection  with  them  it  will 
be  convenient  to  speak  of  the  Stock  Account,  to  which  the 
factory  product,  credited  to  the  Mannfacturiag  Account,  is 
debited.  The  Mannfacturing  Account  is,  however,  a 
single  account  ultimately  rather  than  immediately.  It  is 
convenient,  and  it  is  even  necessary,  to  keep  it*  in  the 
first  place,  in  somewhat  analysed  form  by  means  of  a 
number  of  subaidiaiy  accounts,  which  are,  however,  parta 
of  the  Manufacturii^  Account  and  are  finally  closed  into 
it.  It  is  not  merely  convenient,  but  pertinent,  to  consider 
here  the  finished  Stock  Account  in  conjunction  with  the 
Stores  Account  and  the  Manufacturing  Account,  because 
the  tliree  accounts  tf^^ether  fnmish  continuous  control  of 
all  stocks — raw,  in  process,  and  finished — from  the  time  of 
the  purchase  of  the  first  to  the  time  of  the  sale  of  the  last. 
This  control  is  similar  to  the  control  over  cash  which  is 
obtaiiwd  by  means  of  the  Cash  Account.  In  the  lectures 
referred  to  at  &e  beginnong  of  tiiese  articles  this  parallel 
betweoi  the  purpose  and  the  method  of  the  three  accounts 
representing  stocks,  and  the  much  more  familiar  Cash 
Account,  was  dwelt  upon,  because  it  seemed  that  if  the 
closeness  of  the  parallel  was  seen,  the  idea  of  the  three 
accounts  must  thereafter  be  as  familiar  as  the  idea  of  the 
Cash  Account,  and  the  parallelisms  illustrated  as 
follows:—  Digitized  by  VjOOQ IC 
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GKMiUL  LeDOBR  AcCOUMT — 

Cub,  Stores,  Minufactiiriiig,  Finished  Stock. 
SuBstDiAxy  Books— 
Cash  Bo^,  Stores  Ledger,  Cost  Ledger,  Stock  Ledger. 

Dkbits — 

Cheques  Received,  Puicfaase  Innrices,  StorM  Orders,  &e.,  Stock 
Debit  Notes. 

CxeuiTs — 

Cfaeinea  Paid,  Stores  Orden,  Slock  Debit  Notes,  Mercfaandlie 
Orders.  -  —  ■ 

There  is  a  difference  in  the  case  of  the  Manufacturing 
Account  indicated  by  tlie  "et  cetera."  because  that 
account  is  not  debited  and  credited  with  goods  in  the  same 
state,  and  is  consequently  further  debited  with  all  the 
expense  of  converting  them  from  one  state  to  another. 
But  throaghout  this  process  of  conversion  from  one  state 
to  another  the  accounting  control  can  be  made  as  con- 
tinuous and  effective  as  that  which  is  exercised  in  the  other 
cases  by  means  of  the  other  accounts.  This  is  obviously 
not  accon^lished  by  merely  fce^ing  a  Manufacturing 
Account  and  a  Cost  Ledger,  but  it  is  accomplished  in  the 
full  development  of  the  factory  accounting.  And  in  the 
lectures  referred  to  another  distinction  was  noted  for  the 
purpose  of  bringing  out  what  must  be  the  central  idea  in 
factory  organisation.  The  distinction  is  that  cash,  and 
stores,  and  finished  stock,  are  drawn  upon  as  reqtiirements 
outside  of  tfaemselves  arise',  and  that  the  department 
represented  by  the  Manufacturing  Account  delivers  its 
goods  when  it  is  itself  ready  to  do  so ;  which  may  be 
taken  as  Epical  of  the  fact  that  because  in  the  final 
developments  of  the  business  every  requirement  is  made 
of  the  producing  departments,  therefore  all  the  organisa- 
tion is  directed  to  giving  the  producing  departments  the 
utmost  facilities  in  all  their  working,  and  in  delivering  lo 
them  everything  they  need,  and  in  receiving  from  them 
when  they  are  ready  to  deliver.  -  Obviously,  then,  one  of 
the  vital  purposes  to  be  accomplished  in  the  factory 
organisation  is  to  eiiable  the  Storehouse  to  supply  the 
needs  of  the  producing  departments,  or  shops,  without  any 
delay  that  can  possibly  be  guarded  against.  To  this  end 
the  Engineering  Department,  the  Purchasing  Department, 
and  the  Storehouse  itself,  must  contribute  by.  the  most 
systematic  and  co-ordinated  working,  and  the  accounting 
instrument  by  which  alone  the  desired  result  can  be 
accomplished  is  the  Stores  Ledger,'  It  is  scarcely  neces- 
sary to  add  that  for  the  purpose  in  view  the  Stores  Ledger 
is  elaborated  beyond  the  mere  provision  for  debiting 
goods  received  and  crediting  goods  issued.'  Here  is  a 
Stores  Ledger  form  designed  to  include  every  precaution 
ag^ut  delays  in  filling  the  ihc^  ragtdaitlons. 
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The  control  of  the  Storehouse  is  exercised  through  the 
Engineeriug  Department,  because  the  Engineering  Depart- 
ment alone  possesses  all  the  qualifications  for  exercising 
sach  control  wisely  and  to  every  good  result.  It 
possesses  the  best  knowledge  of  the  qualities  of  materials, 
the  best  knowledge  of  the  hazards  of  breakdowns,  and  the 
consequent  needs  of  stocks  for  repairs,  the  best  knowledge 
of  impending  or  probable  changes  in  the  design  ox  con- 
struction of  machines,  and  the  best  opportanitiea  to  adjust 
designs  at  times  so  as  to  bring  into  use  materials  that 
mj^t  otherwise  become  inactive.  Taking  the  ordinary 
case  of  a  business  making  and  sellLng  standard  and  special 
machines,  two  kinds  of  information  are  necessary  in  order 
that  the  supplies  in  a  storehouse  shall  be  kept  adjusted 
to  the  shop  requirements.  The  first  relates  to  the 
general  volume  and  character  of  the  business,  and  the 
second  to  the  actual  contracts  made  by  tihe  Selling  Depart- 
ment. The  first  concerns  materials  of  various  characters 
and  for  various  purposes.  New  machine  parts  which  are 
standard,  either  because  of  a  practically  invariable 
character  for  their  particular  uses,  or  because  of  special 
standardisation  making  these  parts  uniform  in  machines 
that  may  otherwise  vary,  are  made  mors  ccmvenaenitly  and 
cheaply  in  quaatities  for  stock,  and  if  the  quantities  are 
carefully  judged  a  nunimum  cost  is  obtained,  with  little 
risk  of  an  offsetting  loss  throug'h  any  part  of  such  stock 
becoming  inactive.  Then,  with  a  given  quanti^  of  the 
product  of  the  shops  sold  and  in  use  and  subject  to  wear 
and  tear,  there  will  have  come  into  existence  certain 
current  needs  of  parts  for  repair  purposes.  Again,  there 
are  supplies  of  standard  materials  in  their  first  state — that 
is,  as  they  are  purchased — each  having  a  certain  average 
cunsumptioa  established.  For  all  these  classes  of  store- 
house materials,  and  for  all  ordinary  machine  shop  sup- 
plies, whether  purchased  or  manufactured  for  store,  the 
general  conditions  of  the  business  furnish  guidance  in 
the  maintenance  of  stoclcs,  and  the  resulting  decisions  and 
instructions  are  expressed  in  stock  limits,  the  quantities 
below  which  the  stocks  must  not  fall,  and  standard 
orders,  being  the  standard  quantities  to  requisition  when 
the  stock  limits  are  reached,  and  these  stock  limits  and 
standard  orders  ale  fixed  by  the  Engineering  Department, 
and  it  is  the  duty  of  the  storehouse  to  continually 
scrutinise  tbem  in  the  light  of  its  records,  and  to  ask  for 
revision  in  every  case  where  it  seems  necessary. 

The  soundness  of  the  figures  of  the  stock  limits  ano 
standard  orders  is  a  matter  of  very  great  importance,  and 
it  caji  onJy  be  attained  by  perfecting  the  infiuence  of  the 
Engineering  Department  over  the  Storehouse,  and  by 
establishing  the  closest  touch  between  them.  In  large 
businesses  with  a  product  of  complex  or  varied  character, 
and  consequently  with  operations  and  stocks  requiring  the 
most  careful  and  systematic  control,  it  is  advisable  for 


the  Engineering  Department  to  have  a  card  index  corre- 
sponding to  the  titles  of  the  accounts  in  the  Storehouse 
lagers,  and  marked  with  the  stock  limit  and  standard 
order  figures,  so  Ifaat  as  the  Engineerii^[  Department 
develops  new  plans,  or  notes  new  tendencies  in  the  sales 
contracts,  they  can,  with  facility,  inform  themselves 
exactly  concerning  stocks  of  materials  carried  under  exist- 
ing instructions,  and  give  new  instructions  without  waiting 
for  a  disparity  between  stocks  and  shop  needs  to  become 
evident  in  the  Storehouse.  For  two  reasons  especially  the 
highest  efhciency  of  the  factory  organisation  as  it  relates 
to  the  Storehouse  Department  is  of  vital  importance.  The 
first  is  that  the  economical  opnation  of  the  shops  depends 
for  one  thing  upon  the  storehouse  filling  all  stores  orders 
immediately  they  are  presented.  The  second  is  that  the 
requisitions  it  must  issue  are  the  basis  of  large  expendi 
tures.  He  stock  limits  and  standard  orders,  if  they  arc 
made  to  express  the  latest  knowledge  and  the  most  careful 
judgment  of  the  Engineering  Departmml,  and  are  con- 
tinually criticised  in  the  light  of  the  experience  of  actual 
consumption  recorded  in  the  Stores  Ledgers,  are  an 
important  safeguard  in  relation  to  both  these  matters. 
The  next  precaution  is  that  all  storehouse  reqiiisitiom> 
shall  go  through  the  Engineering  Department  for  approval 
before  they  are  effective  in  the  Purchasing  Department,  or 
as  a  basis  for  shop  orders  to  produce  for  the  Storehouse. 
This  gives  the  control  of  the  Engineering  Department 
over  the  Storehouse  the  twofold  operation  that  efficient 
control  must  have :  first,  through  the  freedom  to  exercise 
itself  at  such  times  and  in  such  places  as  current  coxi- 
ditions  in  its  judgment  call  for  j  and,  second,  through  a 
routine  that  brings  the  things  done  or  proposed  to  be 
done  systemaucaliy  under  review.  The  precautions  in 
regard  to  expenditures  under  storehouse  requisitions  are 
not  completed  by  the  Engineering  Department  approval. 
Well  understood  responsibilities  for  expenditure  rest  upon 
the  Purchasing  Department,  which  must  call  attention  to 
any  commercial  conditions  on  account  of  which  requisi- 
tions should  in  its  opinioiL  be  modified. 

Having  provided  for  the  maintenance  of  stocks  in 
accordance  with  the  general  character  and  volume  of  the 
business,  the  next  thing  is  to  make  particular  provision 
for  actual  sales  contracts,  and  it  is  to  serve  this  purpose 
that  the  next  special  features  of  the  Stores  Ledger  form 
are  provided.  If  finished  apparatna  is  to  be  manufactured 
for  stock,  the  decision  to  manufacture  is,  as  far  as  the 
storehouse  and  shops  are  concerned,  exactly  equivalent 
to  sales  contracts  for  such  apparatus,  as  they  will  be 
delivered  to  the  Finished  Stock  Department  exactly  as 
they  would  in  the  other  case  be  delivered  to  the  Shipping 
Department,  and  are  quite  prolu^y  manufactured  in 
anticipation  that  they  tt^ibedab^ckt^^lO^HC^  shops 
can  finish  them.  If  the  storehouse  is  to  foresee  and  pro- 
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vide  for  the  shop  ne«ds,  it  is  plain  that  at  nuut  be 
promptly  advised  of  all  uadertakings  to  build  and  deliver 
the  machines  which  are  the  shop  product.  Lists  of  the 
materials  entering  into  standard  machines  should  be  in 
the  possession  of  the  Storehouse,  so  that  n^en  the  Store- 
house is  advised  what  standard  machines  it  has  been  con- 
tracted to  produce,  it  knows  what  materials  the  shop  will 
sooner  or  later  call  for  in  respect  of  such  contracts.  In 
the  case  of  machines  which  are  not  standard  machines, 
there  are  special  de«gns,  and  drawings,  and  lists  of 
materials,  and  these  special  lists  of  materials  have  to  be 
furnished  to  the  Storehouse  with  the  advice  of  such  a 
contract.  This  is  to  say*  the  Storehouse  is  advised  as  soon 
as  possible  of  all  machines  that  the  diops  have  got  to 
produce,  and  the  Storehouse  either  has  or  is  furnished 
with  information  concerning  everything  which  enters  into 
those  machdaes,  and  whdch  the  shops  will  in  due  time  call 
upon  the  Storehouse  to  furnish  to  them.  Undertakings  to 
build  machines,  whether  for  sales  contracts  or  for  stock, 
should  immediately  be  given  a  shop  order  number,  and 
this  number  is  a  part  of  the  advice  sent  to  the  Storehouse. 
The  lists  of  materials  are  then  posted  to  the  Stores  Ledger 
Accounts  under  the  general  heading  "Wanted"  and 
the  sab-beading  "Lists  of  Materials — Shop  Order — 
Quantity."  This  enlry  affects  the  relation  of  the  actual 
stock  to  the  stock  limit,  inasmuch  as  certain  materials  arc 
thereby  practically  assigned  to  a  certain  shop  order  and  no 
longer  form  part  of  the  free  balance.  This  may  or  may 
not  result  in  the  issue  of  a  requisition.  If  it  does,  an 
entry  of  the  date  and  quantity  is  made  under  the  general 
heading  "Ordered  "  and  the  sub-heading  "Requisition." 

It  may,  of  course,  happen,  in  spite  of  the  best  efforts, 
that  stores  orders  will  yet  be  presented  for  some  of  these 
materials  before  the  Storehouse  is  ready  to  deliver  them. 
In  such  a  case  the  stores  order  is  entered  under  the 
general  heading  "Wanted"  and  sub-heading  "Stores 
Orders— Shop  Order— Quantity."  The  shop  order 
number  identifies  the  want  as  the  same  one  previously 
entered,  but  neither  entry  is  superfluous.  The  first  one 
may,  either  immediately  or  later,  have  shown  the  neces- 
sity of  issuing  a  requisition,  and  the  second  makes  the 
important  record  that  the  shops  are  actually  waiting  for 
the  materials,  and  immediately  they  are  received  the 
clerk  entering  the  debit  advises  the  proper  person  that 
such  stores  orders  can  now  be  filled.  Such  proper  person 
is.  of  course,  whoever  in  the  Storehouse  has  charge  of 
unfilled  stores  orders.  The  provision  for  entering  under 
"DeUveted  "  the  shop  order  nuiid>er  for  which  the  delivery 
is  made,  is  to  enable  one  to  see  whether  stores  orders 
entered  under  the  heading  "Wanted"  have  subsequently 
been  filled.  So  the  actual  stocks  and  all  known  wants — 
standard,  immediate,  and  future — are  recorded.  It 
remains  to  complete  the  record  as  to  incoming  supplies. 


Mention  has  ixcn  made  of  the  entry  in  the  Stores  Ledger 
Accoimt  of  requisitions  issued.  Such  requisitions  may  be 
the  basis  of  orders 'issued  by  the  Purchasing  Department, 
or  of  orders  to  the  shops  to  manufactuze  for  the  Store* 
house.  It  is  not  snfficient  for  the  Storehouse  to  know  that 
it  has  issued  a  requisition.  It  needs  to  know  always 
whether  the  deliveries  on  it  are  complete,  and  for  this 
purpose  it  is  convenient  to  know  the  number  of  the  pur- 
chase or  shop  order  issued.  Moreover,  the  latter  may  not 
always  be  exactly  in  accordance  with  the  zequisition.  This 
part  of  the  Storehouse  record  is  pat  on  a  sound  basis  if 
the  Storehouse  is  either  given  access  to  records  of  both 
purchase  orders  and  shop  orders  for  storehouse,  or  is 
furnished  with  a  carbon  copy  of  these  orders,  entering 
then  this  order  number  under  the  general  heading 
"  Ordered "  and  the  sub-heading  "  Ordei^Quanti^." 
Then  every  invoice  of  materials  purchased  and  every  debit 
note  for  goods  made  by  the  shops  for  the  Storehouse 
should  bear  the  mimber  of  purchase  order  or  shop  order, 
and  this  number  is  pait  of  the  posting  to  the  debit  side  of 
the  Stores  Ledger  Account.  Now  the  Stores  Ledger 
Account  shows  not  only  the  actual  stock,  and  all  known 
wants,  but  also  the  exact  condition  of  outstandio^  requisi- 
tions and  purchase  or  shop  orders.  Of  course,  under  the 
heading  "  Ordered  "  far  from  every  line  is  used,  and  so, 
without  providing  more  columns,  there  is  plenty  of  room 
to  note  anything  of  importance,  especially  date  when 
delivery  is  promised  or  expected.  Careful  watch  should  be 
kept  by  the  Stores  Ledger  keepers  for  overdue  materials, 
and  a  regular  form  used  to  request  the  Purchasing  Deport- 
ment to  trace.  It  is  a  natural  question  how  mudt  clerical 
help  it  takes  to  effectively  maintain  such  records.  One 
answer  is  impossible,  for  only  experience  can  in  any  given 
case  show.  But  some  pertinent  considerations  are  worth 
dwelling  upon. 

First,  experience  will  iu  any  given  case  show,  because 
the  work  is  visible.  It  is  the  work  of  clerks  manifestly 
engaged  in  doing  it.  It  is  not  the  irregular  work  of  a  lot 
of  worried  people  in  various  departments,  needing  to 
know  continually  about  materials  for  difiereat  purposes, 
and  making  inquiries  and  search  in  various  quarters,  and 
then  perhaps  failing  to  get  accurate  information.  The 
systematic  record  increases  the  visible  labour  in  connec- 
tion with  the  materials  item,  but  it  is  not  equally  certain 
that  it  increases  the  actual  labour,  or  the  immediate 
expense  of  it.  Beyond  the  immediate  expense  there  is  the 
result  To  perfectly  supply  the  shop  needs  without  carry- 
ing excessive  stocks  of  materials  is  a  condition  to  be 
striven  for  and  nevef  perfectly  attained.  Every  step  by 
which  oae  comes  nearer  to  it  is  a  step  nearer  to  the  full 
utilisation  of  the  shop  capacity,  and  makes  simpler  all  the 
broad  problems  of  shop  [^^i^l^^^c^^lgP^^^  To 
sacrifice  even  a  very  little  lure  to  save  a  gwh  deal  of 
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clenical  work  is  a  doubtfid  economy,  and  tb&t  the  sacrifice 
in.  the  shop  working  is  small  and  ihe  offsetting  economy 
large  are  two  things  it  is  very  difficult  to  be  sure  of.  There 
remain  to  be  noted  other  ways  in  which  the  Storehouse 
oiganisation  and  records  can  be  made  helpful  in  securing 
final  economy  in  production,  and  tben  there  remain  to  be 
described  the  methods  by  which  agreement  between  the 
General  Ledger  Stores  Account  and  the  Stores  Ledgers, 
and  the  actual  stocks  in  t^e  Stordiouse,  is  maintained. 
Finally,  there  will  be  noted  the  facilitiea  furnished  by  the 
accounts  and  records  for  the  control  of  the  general  manage- 
ment over  all  the  departments  concerned. 

The  rule  that  the  Storehouse  issues  requisitions  for 
materials  as  stocks  reach  or  approach  the  stock  limit  fixed 
by  the  Engineering  Department  may  be  given  a  little 
elasticity.  There  are  groups  of  materials  that  it  is  advan- 
tageous  to  order  together  whether  they  are  to  be  purchased 
or  to  be  produced  in  the  shops.  It  is  desirable  that,  as 
occasion  arises  to  order  a  stock  of  one  of  the  articles  in 
suidi  a  group, .  reference  to  the  accounts  for  the  otiier 
articles  in  the  same  group  shall  be  easily  made,  to  see 
whether  some  of  these  are  also  at  a  point  justifying  the 
placing  of-an  order.  This  is  one  con»deration  that  should 
influence  the  sequence  of  the  accounts  in  the  Stores 
Lc(%ee.  Refecence  may  here  be  mode  to  another  possible 
use -ol 'the  Stores  Ledgws  with  their  fullness  of  record. 
Some  systematic  index  might  be  made  of  stock  articles  pro- 
■duced  OD.  the  different  machines  -  respectively,  so  that  in 
■th»  cose  ol  a  certain  {dant.being  idle  it  might  be-  promptly 
-and.  dafijiitely  and  exhaustively  ascertained  whether  -  any 
stock  articlM  the.productipn  of  which  would  employ  such 
idle  plant  were  at  a  point  at  which  reordering  for  slock 
would,  under  the  oircumstances,  be  justified.  -  If  it  is 
-thought  that  there  might  he  a- dangerous  tendency  in  this, 
it  must  be  remembered  that  such  reordering  woiild  be 
accomplished  by  means  of  a  Storehouse  requisition 
approved  by  the  Engineenng.  Department,  which  is  a  very 
different  thing  from  letting  the  shops  decide  to  make  a 
good  showvig  at  the  risk  of  over-production.  The  Store- 
.house  receives  goods  from,  concerns  bought  from,  and  from 
.the  shops.  In  the  former  case  it  has  Purchase  Invoices,  in 
.the  latter  Stores  Debit  Notes.  .After  certifying  the  .receipt 
-of  the  .goods  on  these  documents,  postings  are  made  from 
them  to  the  Storas  Ledger  Accounts, .  and  such  postings 
are  plainly,  signified  on  thje  documents.  The.  latter  is 
impoTtaat>  as  tiiis  postdng  mark  should  always  be  seen  at 
'the  time,  the  Purchase  Invoices  or  Stores  Debit  Notes  are 
entered  in  Journal  or  Summary  Sheet,  from  which  the 
monthly  posting  iA  totals  is  made  to  the  Stores  Account 
.in  the  .General  Ledger-  By  these  means  any  omission  to 
jtQst  a  debit  to  a  Stores  Ledger  Account  will  be  detected. 
Each  department  of  the  shops  that  may  receive  from  and 
.debver  to  the  Storehouse  has  its  own  series  of  Stores 


Orders  and  its  own  series  of  Stores  Debit  Notes.  The 
Storehouse  neither  delivers  to  the  shops  nor  receives  from 
them  except  by  means  of  one  of  these.  Each  series  of 
Stores  Ordere  and  each  series  of  Stores  Debit  Notes  is  con- 
secutively numbered  by  the  printer.  Stores  Debit  Notes 
are  entered  in  the  Stores  Ledger  Accounts  immediately 
they  and  the  goods  represented  by  them  are  received  in  the 
Storehouse,  but  this  entry  is  necessarily  without  price  and 
extension.  They  are  then  sent  to  the  cost  clerks,  who  price 
and  extend  and  post  in  the  Cost  Ledgers,  and  return  to 
the  Storehouse  for  completion  of  the  postings  tiiere. 

A  Monthly  Sununary  Sheet  is  kept  for  each  series  of 
Stores  Orders  and  each  series  of  Stores  Debit  Notes,  and 
on  each  Summary  Sheet  the  original  numerical  order  is 
retained,  to  show  if  any  documents  axe  unaccounted  for. 
Stores  orders  which  have  been  presented,  and  which  the 
Storehouse  has  not  been  able  to  fill  on  presefitalion,  and 
which  go  over  the  end  of  a  month  unfilled,  will  naturally 
be  missing  numbers  in  the  monthly  Somraaiy  Sheet  and 
must  go  over  to  the  next  month's  sheet.  An  important  test 
of  efficiency  in  the  Storehouse  is  its  ability  to  fill  the  Stores 
Orders  promptly,  and  h^e  is  a  simple  means  of  seeing 
each  month  how  many  orders  are,  at  a  given  point  of  time, 
waiting  td  be  filled.  If  the  management  will  take  tiiese  up 
each  month,  and  learn  why  the  delays  have  occurred, 
another  strong  influence  wiU  be  at  work  to  secure  die 
important  end  that  the  productive  operations  shall  be 
facilitated  to  the  fullest  extent  by  the  Storehouse  furnish- 
ing materials  as  they  or^  needed. 

Now  ^re  is  made  possible  a  new  mathod  in  place  of 
the  old  periodical  inventory  takingsl  Stocks  of  materials 
are  now  managed  by  means  of  tile  Stores  Ledger  records, 
and- it  is  very  important  that  there  should  be  no  doubt  of 
the  accuracy  of  these  records.  When  a  Stores  I^edger 
Account  shows  the  stock  of  a-  certain  material  low,  an 
additional  safeguard  is  created  if,  before  ordering  more, 
the  actual  stock  is  counted  and  tlie  Ledger  figure  verified. 
The  Ledger  balance  being  verified,  it  is  brought  down  in 
the  account  as  a  verified  balance,  and  this  goes  on  from 
day  to  day  throughout  the  year.  The  inventory,  as  stated 
in  the  Stores  Ledgers^  is  always  in  process  of  verification, 
and  the  work  of  verification  is  reduced  to  a  minimum  1^ 
taking  each  stock  when  it  is  at  its  -lowest  point,  and  the 
work  is  spread  out  pretty  evenly  through  the  year,  instead 
of  the  whole  tlung  being  attempted  as  at  a  single  date, 
usually  .with  great  inconvenience,  and  usually  with 
inaccurate  results.  Of  course,  actual  counts  do  not  always 
agree  exactly  with  Lecher  figures,  and  then  an  adjustment 
is  necessary.  It  is  well  to  i»ovide  tiie  Storehouse  with  its 
own  series  of  Stores  Debit  and  Credit  Notes,  by  means  of 
which  adjustments  of  either  quantities  or  valuations  may 
be  recorded.  The  necessity  to^  ^^yM^aiises 
when  any  stores  are  found  » tie  tnacture  ana  cqfcequentlj 
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oi  decreased  value,  a  matter  that  has  to  be  dealt  with 
especially  at  Balance  Sheet  dates.  These  Debit  and  Credit 
Notes  must  be  sumnubrised  on  a  MontUy  Sheet,  from 
which  the  entry  in  the  General  Ledger  Stores  Account  and 
the  corresponding  entry  in  the  General  Ledger  Stores 
Adjustment  Acconnt  will  be  posted.  It  would  indeed  be 
well  to  keep  two  Stores  Adjustment  Accounts  in  the 
General  Ledger,  one  for  adjustments  in  respect  of 
quantities  and  one  for  adjustments  in  respect  of  values, 
for  the  adjustments  in  respect  of  quantities  are  a  test  of  the 
efficiency  of  the  control  exercised  by  the  Storehouse  over 
the  stocks  of  materials  in  its  diarge,  and  the  adjustments 
in  respect  of  values  are  a  test  of  the  jodgrment  and  care 
with  which  the  Kngineering  Department  guards  against 
inactive  stocks. 

If  Storehouse  Accounts  kept  in  the  fashion  described  are 
audited  at  the  close  of  a  year,  the  auditors  can  see  when 
each  account  was  last  verified,  and  they  can  call  for  the 
verification  of  accounts  with  stocks  where  it  seems 
desirable  to  do  so,  either  because  the  value  represented  is 
large,  or  because  the  latest  verification  is  of  too  remote  a 
date.  They  can.  draw  ofl  a  statement  from  the  Ledgers 
of  all  inactive  items  and  ascertain  their  total,  and  inquire 
in  detail  concerning  their  valuation.  They  have  means  of 
judging  of  the  accuracy  and  soundness,  from  all  points  of 
view,  of  the  inventory  statement  furnished  by  the  Ledgers, 
and  they  come  into  a  position  where  ihey  can  certify  to  its 
practical  accuracy,  or  point  out  clearly  the  weaknesses  in 
the  records  which  need  to  be  remedied.  I^ter  on  it  will 
be  seen  how  the  Cost  Ledgers  fumdsh  an  inventory  of 
everything  in  process  as  excellent,  both  as  to  simplicity 
and  as  to  accuracy,  as  the  materials  inventory  furnished  by 
the  Stores  Ledgers.  The  auditor's  list  of  inactive  materials 
should  be  used  to  the  fullest  possible  extent  for  the  pur- 
pose of  moving  such  materials — that  is  to  say,  the  list 
most  go  to  every  department  iSiat  may  be  able  to  con- 
tribute directly  or  indirectly  to  this  end,  especially  the 
Engineering  Department,  the  Sales  Department,  and  the 
management.  In  all  factory  accounting  it  is  necessary  to 
adhere  to  principles  and  to  keep  one's  methods  flexible. 
One  must  be  prepared  always  to  adjust  methods  of  record- 
ing so  that  these  methods  will  follow  the  proper  and 
necessary  course  of  the  operations.  It  has  been  described 
how,  in  order  to  obtain  materials  from  the  Storehouse, 
the  rix^  make  out  Stores  Orders,  and  how  these  being 
filled  are  priced  and  attended  and  entered  in  the  Stores 
Ledgers.  There  are,  however,  instances  in  which  it  is  not 
convenient  or  economical  to  separate  the  exact  quantity  of 
material  required,  even  if  the  exact  quanta^  were  known. 
In  stK^h  cases  materials  may  be  issued  on  a  memorandum, 
which  is  priced  and  extended  and  posted  in  the  Stores 
Letigers  to  the  credit  of  the  Material  Accounts  and  to  the 
debit  of  a  special  account  opened  for  the  temporary  pur- 


pose. Such  materials  are  afterwards  accounted  for  by  a 
Stores  Order  for  what  has  been  used,  and  the  return  to 
store  of  the  unused  balance. 

A  question  commonly  arises  as  to  how,  under  certain 
circumstances,  issues  of  materials  ought  to  be  priced.  The 
stock  of  any  material  at  any  time  may  consist  of  two  or 
more  purchases.  Sometimes  the  several  purchases  are  at 
rather  widely  differing  prices.  Even  if  the  article  is  one 
that  is  produced  in  the  shops,  the  successive  cost  Aguies 
may  not  be  the  same.  It  is  probably  the  best  rule  that, 
whatever  the  conditions,  issues  of  materials  are  best 
pniced  at  the  average  cost  of  the  existing  stock — that  is,  the 
money  balance  of  the  account  divided  by  the  quantity 
balance.  This  figure,  once  determined,  is  in  force  until  a 
new  purchase,  or  production,  is  made  at  a  cost  different 
from  the  average  figure  being  used,  and  to  any  methods 
described  here  or  anywhere  else  there  must  be  added  what- 
ever experience  suggests  as  calculated  to  contribute  to  the 
end  that  stocks  of  materials  shall  be  such  active  necessary 
stocks  as  will  promptly  meet  all  shop  needs. 


Meetings  tor  tbe  ensnino  HQeeft. 


Tuesday  —  Institute  of  Chartbrbd  Accountants.  — 
General  Purposes  Committee,  at  3  p.m. ;  Final 
Examination,  10.30-1.30,  2.30-4.30. 

H'Afjf^sj^y— Institutb  of  Chartered  Accoiintamtb.— 
Final  Examination,  10.30-1.30,  2.30-4.30. 

Sheffield  Chartered  Accountants  Students' 
Society. — Lectore,  "  Further  Notes  on  the  Critidam 

of  Accounts,"  by  Mr.  W.  R.  Hamilton.  F.C.A.,  at 
the  Library,  Hook's  Chambers,  Bank  Street ;  6.45 
p.m. 

TAiirsdav— Institutb  of  Chartered  Accountants. — 
Final  Examination,  ii-i,  2-4. 

Leeds  and  District  Chartered  Accountants 
Students'  Association. — Lecture,  "The  Prepara- 
tion of  Accountants'  Certificates  for  purposes  of  Jc^t 
Stock  Company  Flotations,"  by  Mr.  A.  F.  Dodd, 
F.C.A.,  at  the  Law  Institution,  Albion  Place; 
6.30  p.m. 

Glasgow  Chartered  Accountants  Students* 
Society. — Lecturettes,  "  Hire-PnrchaaB  Accounts," 
by  Mr.  J.  H.  Fraser,  C.A. ;  "  The  Accountant  m  the 
East,"  by  Mr.  J.  M.  Har(,.C^.by  LjOOQIC 
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personal* 


Messrs.  Bolton,  Wawn  &  Co.  have  removed  from 
Maritime  BaildlngB.  St.  Thomas  Street,  Snnderluid,  to 
48  West  Suinidde,  Sunderland. 

Mbssrr.  Dbloitte,  Plbnder,  Griffiths  &  Co.,  Chartered 
Acconntants,  of  5  London  Wall  Buildings,  Ftnsbury  Circus, 
London,  E.C.,  announce  that  they  have  opened  an  ofiSce  at 
No.  522  La  Hntiia,  Mexico  City,  which  will  be  under  the 
resident  management  of  Mr.  Vivian  Harcodrt,  a  partner  in 
their  New  York  house. 

Wb  observe  that  the  name  of  Mr.  Georgb  Graham 
POPPLBTOH,  C.A.,  C.C.,  member  of  the  firm  of  Popplbtcm 
&  Appleby,  Birmingham,  London,  and  Sheffield,  has  been 
added  to  the  Commission  of  the  Peace  for  the  County  of 
Woroestersbire. 


f  atlnres  an^  JMlls  ot  Sale  in  England 
and  Males. 


According  to  Kmp't  MercantiU  Gateitt,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  Nov.  i6th,  was  17S,  viz. : — 
New  Bankruptcy  Proceedings  pnblisfaed  in  the  London  GiuetU, 
loi ;  Deeds  of  Arrangement  registered,  77.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were : 
Bankruptcies,  1 16 ;  Deeds  of  Arrangement,  94— total,  210 ; 
being  a  decrease  ot  32.  The  total  number  of  commercial 
failures  recorded  dnrlag  the  46  weeks  of  the  presrat  year  is 
7,407 ;  the  total  number  recorded  in  the  corresponding  46 
weeks  of  last  year  was  7,950,  showing  a  decrease  of  543. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  Uie  week  ending  Friday, 
Nov.  i6th,  was  139.  The  number  in  the  corresponding  week 
of  last  year  was  147,  showing  a  decrease  of  8.  The  total 
number  filed  during  the  46  weeks  of  the  present  year  is 
6,737  >  number  filed  in  the  corresponding  46  weeks 

of  last  year  was  7,420,  showing  a  decrease  of  683. 


Debentures. 


Friday,  Nov.  i6th,  amounted  to  i^^.tii,  by  way  of 
addition  to  ^^1,616,811,  previously  issued  by  the  same 
companies.  The  amount  nqfisterBd  in  the  corresponding 
week  of  last  year  was  /835,865,  showing  a  decrease  of 
/2,683.  The  total  amount  registered  during  the  46 
weeks  of  the  present  year  ¥ras  /7o,i38,336,  (in  addition  to 
the  issues  in  [nwious  years  the  same  companies),  as 
compared  with  ;f  66.714,758  for  the  corresponding  46  weeks 
in  1905,  showing  an  increase  of /3,423.578. 


Sanit  llate  ot  S^tsconnt 


The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  dnring  the  week  ending 
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ml—  ihiei  fiTTT  i!TTnr^"i  a  Hoenae  on  leasehold  pcendsM  panel 
■wmr  witb  the  premlaea  and  moat  ihenlbce  be  depradated  Uka  a  lease, 
t  BoiMn  Btay  f  —T  **™  lot— ettber  far  mlseonHuct  or  focoorea- 
iLW  Iwl  till*  tt  ^  cnnringmBT  otttside  tbe  acope  of  depredatlotL  U 

bomm.  be  prarided  asa&ut  I9  Inmranoe,  wblcb  would  appoM 

a  mam  pmdant  Mnne  to  adt^t. 

p«  ftiD  parttenlars  as  to  UCEISSI  HIOUIOE  apply  to- 

fhA  LIGEM8E8  INSURAMGE  GORPORATIOI 
AHD  GUARUTEE  FUND.  Limited, 

u  MOOMATE  arttar,  mim. 

todoatn  BodiMM  -     -  Umnaad  Tropeifj. 

ijpfftf  Insared  and  Loans  and  Debentures  00 
Licensed  Property  of  every  description  guaranteed. 

na  Otpftallaed  Value  of  the  QoodwUl  of  a  Lloansed  Baalnata 
U  tha  talua  of  the  Ifoen-e,  and  maf  b$  aaamateii  apoa  a  man 
wi>^p*/  basis  If  tha  lleeiua  /<  limrad. 


The  Accountant. 

Tbudvovb  No.  ysai  Cmtral.  ^34  MooaoAn  Strut,  Londoh,  B.C. 


Tbm  Accotottajit  Is  printed  sad  pablisbod  in  time  for 
Mdsy  Erening*!  MalL 


TBRHS  OF  SUBSCRIPTION  {^ayakU  im  oAwwm). 
Par  annnai,  post  free  (Unitad  Elngdom)        ...  £t   ^  o 
m  M      (FoTsi^   and   Colonial)     x  6  o 

RATES  FOR  ADVERTISEMENTS. 
Pioq>ectnsei  and  Company  Notices,  per  page ...  /Qi  o  o 

Half -psge  AdTBEtisaaMiit    300 

QtMxtw^Mge  Advaxtiaament    x  15  o 

Trade  Notices,  per  inch    050 

ADCtkMi  Sales,  Ac.,  per  liae   •  o  € 

Purtnenbipa,  Sitoationi  vacant  [Prepaid  Rate}— 

MinimvB  chsTfe  for  3a  words    o  a  6 

Psr  tine  sftecwards      »*     ...     ».     ...     e  a  4 


Wheatley  Kirk,  Price  &  Co., 

(BSTAausno  i8y4 

yiLUERB,  AUCTIONEERS  &  ARBITRATORS 

OF  BVBRY  DESCRIPTION  OF 

VDRKB,  PLUT,  UGHmRT,  ft  BTOGX. 


raUOMMI.  VALOATtOtia  AT  snciAL  RAna. 
MnnaAL  rw«PCcr/owa   roK  Dsj>K*ciJtr/ojv. 

aALEM  OF  WOKXa  MY  PMIVATM  THKATY. 
WATHtKBHin   IN   BNOIHMKmm   PHOFMSSIOH  AMMAimii 


46  Watling  Street,  London,  E.a 

and  ALBERT  SQVARS.  ilANCHBSTSR. 
Tta^MMKB  Sfltr  Bun.  TkLBOUHS— "INDICES,  LONnOM.' 


Bstd.  1831. 

^GUARDIAN 

ASSURANCE   COMPANY,  Limited. 


FIRE,    LIFE,  ACCIDENT, 

AND    BURGLARY  INSURANCE 


Loaa^sBd  Pnrchaies  of  Life  IntcMits  sad  Revenlou. 

I  Total  Funds  over  £5,000,000. 

Head  Officb  LOMBARD  STREET,  LONDON, 

Law  Codrts  Brahch  :— 31  FLEET  STREET. 


XeaMitd  Hrttcles. 


War  OfflcelReform. 

TTTE  have  said  but  little  in  these  columns  con- 
ceming  the  reflections  that  naturally 
occur  to  one  as  a  result  of  tbe  Report  of  the 
Royal  Commission  charged  with  the  investiga- 
tion of  the  Stores  scandals  at  tbe  conclusion 
of  tbe  war  in  South  Africa,  because  little  (if 
any)  practical  advantage  is  to  be  gained  by 
purely  destructive  criticism.    The  one  t^gible 
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advantage  that  appeared  likely  to  accrue  from 
this  protracted  and  expensive  inquiry  was  that 
it  might  lead  to  some  radical  alteration  of  the 
existing  systenii  which  would  render  any  recur- 
rence of  such  deplorable  blunders  absolutely 
impossible,  and  upon  that  subject  it  was 
obviously  desirable  to  await  the  announcements 
of  the  Government  before  passing  comment. 

To  some  extent  at  least  the  War  Minister 
has  grappled  with  the  problem  thus  disclosed, 
and  has  made  some  preliminary  announcement 
as  to  the  means  by  which  he  proposes  to  prevent 
its  recurrence.  It  is  frankly  admitted  that  the 
disastrous  position  of  afEurs  disclosed  by  the 
Royal  Commission's  inquiries  was  in  no  small 
measure,  if  not  entirely,  due  to  the  fact  that 
military  officers  who  had  had  no  business 
training,  and  were  not  business  men,  were 
pitted  against  doubtless  some  of  the  sharpest 
business  men  in  the  world,  and  seriously 
expected  to  keep  their  hand  up  and  to 
make  good  bargains  for  thpir  country.  They 
were  also  expected,  without  any  previous 
training,  and  practically  at  a  moment's  notice, 
to  create  and  carry  on  an  organisation  of 
a  magnitude  far  exceeding  that  of  almost 
ftny  esfisting  civil  business,  and  to  conduct 
it,  if  not  to  the  best  possible  advantage,  at  least 
with  sufficient  ability  to  avoid  serious  leak- 
ages as  the  result  of  fraud,  carelessness,  or 
inexperience. 

When  the  problem  is  so  stated  it  must,  we 
think,  be  admitted  that  there  was  a  very  great 
deal  to  be  said  in  the  defence  of  individuals  who 
undoubtedly  did  their  best  against  enormous 
odds,  but  whose  best  was  very  far  from 
being  good  enough.  Thus,  when  those  whose 
conduct  was  reprehensible  had  been  sifted  out 
from  those  whose  misfortune  it  was  that  they 
hod  &iled  to  rise  to  the  level  of  achieving  the 


impossible  with  the  most  unpromising  material, 
Mr.  Haldane  and  his  advisers  set  seriously  to 
work  to  consider  how  they  could  so  manage 
things  that  the  outbreak  of  another  vrar  would 
not  find  the  army  similarly  unprepared  with 
any  business  organisation  capable  of  dealing 
adequately  with  the  business  or  administrative 
side  of  a  campaign. 

There  were,  roughly  speaking,  three  possible 
courses,  the  first  that  of  putting  out  the  whole 
administrative  side  of  the  work  to  contract — 
which  was,  and  might  well  be,  dismissed  as 
soon  as  formulated,  in  that  an  army  that  was 
dependent  upon  contractors  would  find  it 
practically  impossible  to  get  its  contracts 
undertaken  at  an  adequate  price  when  the 
emergency  suddenly  arose,  and  would  be 
entirely  without  means  of  protecting  itself 
against  the  failure,  fraud,  or  even  treachery  of 
such  contractors.  The  second  alternative 
would  be  to  recruit  an  administrative  staff  from 
business  men.  This  scheme,  while  undoubt- 
edly more  practicable,  appears  to  have  been 
dismissed;  and  upon  the  whole  we  think  wisely 
so,  in  that,  even  assuming  that  business  men 
of  the  necessary  capacity  could  be  obtained  at 
anything  approaching  a  reasonable  cost — which 
we  somewhat  doubt — ^the  conditions  are  such 
that,  once  appointed,  their  faculties  would  rust 
in  times  of  peace  to  such  an  extent  as  to  render 
it  doubtful  whether,  when  the  emogency  arose, 
their  capacity  would  be  found  to  be  greatly 
superior  to  that  of  the  military  men.  The 
third  (and  only  possible)  alternative  is  that 
which  has  been  adopted  by  the  War  Office,  of 
initiating  measures  fov  the  efiective  business 
training  of  a  limited  number  of  selected  ofiicers 
to  qualify  them  for  the  higher  appointments  on 
the  administrative  staff  of  the  army,  and  for  the 
charge  of  the  depag^gp^^)  ^^c^fehat  is  to 
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say,  a  selected  number  of  the  most  promising 
officers  who  have  developed  promise  of  adminis- 
trative capacity  are  to  be  given  opportunities 
of  really  learning  something  about  business,  in 
the  hope  that  they  may  apply  the  knowledge 
thus  acquired  to  the  peculiar  problems  that 
necessarily  obtain  in  connection  with  army 
matters  and  thus  evolve,  a  system  which,  in 
addition  to  being  academically  adequate,  may 
reasonably  be  expected  to  possess  the  even 
more  important  advantage  of  being  adapted  to 
the  practical  requirements  of  the  situation. 

The  detaib  of  this  scheme  are  to  be  worked 
out  by  a  consultative  Committee  appointed  by 
the  Secretary  of  State  for  War,  consisting  of 
the  Permanent  Under-Secretary  of  State  for 
War,  the  Director  of  Supplies,  the  Director  of 
Staff  Duties,  and  the  Director  of  Recruiting 
Organisation,  as  representing  the  military  side ; 
three  well-known  business    men  connected 
respectively  with   shipping,    railways,  and 
finance,  whose  practical  experience  will  be 
invaluable,  and  whose  appointment  on  the 
Committee  will  be  a  guarantee  to  the  public 
that  the  matter  will  be  seriously  grappled  with 
upon  business  lines;  and  the  Chairman  and 
Director  of  the  London  School  of  Economics, 
who  are  associated  with  the  Committee  doubt- 
less chiefly  as  education  experts.  Further 
announcement  will  be  made  in  due  course  of 
the  detailed  arrangements  which  the  Secretary 
of  State  may,  after  consultation  with  the  Com- 
mittee, approve.   These  detailed  arrangements 
will  be  awaited  doubtless  with  patience,  but 
also  with  very  considerable  interest,  for  upon 
them  must  in  no  small  degree  depend  the 
success   of  a  scheme  which   in  principle 
appears  to  be  most  promising.  The  military 
members  of  the  Committee  will,  or  at  least 
shonld,  know  in  full  detail  the  nature  of  the 


peculiar  problems  that  have  to  be  &ced.  The 
business  members  will  be  able  to  decide  as  to 
the  best  practical  means  of  dealing  With 
these  problems  and  the  sort  of  knowledge  that 
is  most  likely  to  prove  useful  as  laying  the 
foundations  of  that  business  education  which 
will  enable  the  men  of  ability  to  deal  not  merely 
successfully,  but  also  instantly,  with  unexpected 
variations  of  circumstances,  and  other  similar 
difficulties  which  must  always  be  expected 
although  they  cannot  always  be  foreseen.  Th& 
educational  members,  representing  as  they  do 
the  heads  of  that  department  of  the  University 
of  London  which  has  alone  so  far  really 
seriously  devoted  itself  to  commercial  educa- 
tion, will  doubtless  be  able  to  give  the  best 
possible  advice  on  questions  of  detail  as  to  the 
precise  subjects  to  be  included  in  the  curriculum, 
and  the  best  methods  of  imparting  them,  tn 
the  nature  of  things  nothing  already  in  existence 
would  appear  to  be  precisely  suitable  for  what 
is  required,  but  the  experience  of  the  past,  even 
if  it  be  upon  somewhat  difEerent  lines,  can  hardly 
be  altogether  valueless.  Still,  as  we  have 
already  stated,  it  is  the  further  announcement 
as  to  the  detailed  arrangements  that  will  be 
awaited  with  the  greatest  interest,  in  that  ii  is 
upon  these  that  the  ultimate  success  or  failure 
of  the  scheme  would  appear  to  be  chiefly 
dependent. 

There  is,  however,  another  aspect  of  the 
matter  that  must  certainly  not  be  over- 
looked, or  the  most  carefully  laid  plans  will 
probably  go  far  astray.  The  essence  of  the 
success  of  every  form  of  instruction  lies  in  an 
earnest,  and  one  might  even  say  an  enthusiastic 
desire  on  the  part  of  the  learners  to  be 
instructed.  It  thus  iolloura  that  the  reception 
afforded  to  this  scheme  by  army  pflicers  them- 
selves is  by  no  means  thele^^imp6Hani€tcto^ 
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in  its  ultimate  result.  If  they  really  appreciate 
their  shortcomings  in  the  past,  and  are  really 
bent  upon  doing  their  best  to  take  advantage 
of  the  opportunities  now  to  be  afforded,  much 
may  be  hoped  for  even  in  spite  of  such  false 
steps  as  are  almost  inseparable  from  the  start 
of  any  new  movement.  If,  on  the  other  hand, 
they  regard  the  course  as  merely  a  new  form  of 
wearisome  drill,  to  be  slacked  through  and 
shirked  in  every  possible  yniy,  then,  of  course, 
the  movement  is  foredoopied  to  foilure.  We 
trust,  therefore,  that  the  prizes  offered  to  those 
who  go  through  the  course  with  credit,  and 
show  signs  of  marked  ability,  will  prove  sufB- 
ciently  attractive  to  ensure  the  matter  being 
approached  in  the  right  spirit,  and  limited  to 
those  who  are  seriously  desirous  of  getting  the 
utmost  possible  good  out  of  the  instruction 
about  to  be  provided,  whatever  the  precise  form 
of  that  instruction  may  eventually  be. 


The  Treatment  of  Partnership  Articles. 

TIJE   are   interested  to  observe  that  The 
Solicitors*  Journal  of  the  24th  ult.  con- 
tained a  letter  from  Mr.  Cyril  Cox,  A.C.A.,  as 
follows : — 

SiK, — Will  yon  allow  a  younger  member  of  the 
accountancy  profession  to  suggest  that  the  forms  used 
by  Bolidtors  in  drawing  up  articles  of  partnership  are 
in  need  of  revision  so  far  as  th^  relate  to  matters  of 
Bcccnmt? 

In  the  articles  of  partnership  which  have  come  under 
my  notice,  I  have  found  clauses  which  may  fairly  be 
described  as  ambignons;  and  io  other  cases  I  have 
found  that  the  proviaons  made  in  the  deed  have  been 
insnffident  to  meet  certain  contingencies  which  have 
arisen.  This  applies  more  especially  to  the  subjects  of 
capital  and  drawings  and  the  interest  thereon.  The 
clause  which  usually  provides  for  an  annual  stocktaking 
and  preparation  of  accounts  q>eaks  of  a "  general 
"account  of  all  the  incomings,  outgoings,  stock-in- 
"  trade,  credits,  property,  and  efiects,  debts,  and 
"liabilities."    I  very  much  doubt  whether  it  would  be 


possible  to  prepare  such  an  account,  but  ev«i  if  it  were 
possible,  I  am  quite  sure  that  nobody  would  be  able  to 
understand  it. 

In  tbe  interests  of  both  professions  revinon  of  the 
forms  is  needed. 

If  the  Law  Society  were  to  take  the  matter  np 
officially,  1  feel  confident  that  the  Council  of  the 
Institute  of  Chartered  Accountants  would  be  very 
willing  to  as^  with  suggestfons  and  advice. 

Cykzl  Cox. 

This  letter  may,  we  think,  safely  be  assumed 
as  throwing  some  light  upon  the  correspondent 
who,  under  the  initials  "  C.  X.,"  contributed 
to  our  columns  on  the  loth  and  24th  ult.  upon 
the  subject  of  "  Partners'  Capital  Accounts," 
concerning  which  an  article  appeared  in  our 
issue  of  the  17th  ult.   There  can  be  no  doubt 
that  few  matters  are  of  more  importance  in 
connection  with  partnerships  than  the  prepara- 
tion of  articles  dealing  fairly  and  sufficiently 
comprehensively  with  all  the  various  points 
and  differences  that  are  at  all  likely  tp  arise  in 
practice,  for  nothing  is  so  productive  of  bad 
feeling  and  disputes  as  a  conviction  that 
one  or  another  of  the  parties  concerned 
has  been  unfairly  treated.    There  is  little 
doubt  that  partnership  articles,  as  commonly 
drawn,  not  infrequently  produce  that  result, 
while  the  position  is  certainly  not  likely  to  be 
improved  by  the  almost  studious  disregard  of 
written  conditions  that  obtains  between  most 
partners  so  long  as  everything  is  going  on 
all  right  and  the  relations  between  the  partners 
are  entirely  friendly. 

For  all  practical  purposes  the  present 
position  of  affairs  has  remained  unchanged 
since  the  ist  January  1891,  when  the 
Partnership  Act,  1890,  came  into  operation; 
and  in  the  year  1892  {Accountant  XVIII., 
pp.  649  and  661)  we  produced  a  couple 
of  editorials  on  Articles  of  Partnership, 
'  which  were  intended  tQ)yAo«Ol®^li@Jequacy 
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of  what  may  be  regarded  as  the  common  form 
of  articles  usually  employed  by  solicitors,  and 
the  great  desirability  that  so  important  an 
agreement  as  an  agreement  for  partnership 
should  not  be  undertaken  without  first  giving 
much  more  careful  and  more  businesslike  con- 
sideration to  the  problems  involved,  or  likely 
to  be  involved,  than  was  usually  done.  Mr. 
Cyril  Cox  has  now  revived  this  questioni  and 
it  is  certainly  as  much  in  need  of  discussion 
now  as  in  the  early  days  of  the  operation  of 
the  1890  Act. 

It  was,  no  doubt,  a  perfectly  safe  thing 
for  Mr.  Cox  to  say  in  his  letter  to  The 
Solicitors*  Journal  that  the  Council  of  the 
Institute  would  be  willing  to  confer  on  this 
matter  with  the  Council  of  the  Law  Society, 
but  as  a  private  member  it  is  not  possible  for 
him  to  give  any  such  assurance  as  would  be 
likely  in  practice  to  lead  to  the  Law  Society 
approaching  our  Institute  with  an  api^ication 
for  a  conference.  Perhaps,  however,  a  member 
of  the  Council  will  take  the  matter  up,  and  in 
the  meantime  a  discussion  of  the  subject 
in  these  columns  and  in  the  columns  of 
our  contemporary  will  help  the  matter 
on.  Accordingly,  we  shall  be  pleased  to 
hear  what  any  of  our  readers  may  have  to  say 
with  regard  to  the  matter ;  and  we  need  hardly 
add  that  the  opinions  of  lawy^  will  be  at 
least  as  much  appreciated,  and  will  doubtless 
help  to  make  the  discussion  more  useful  from 
every  point  of  view. 


HQleeltls  "notes. 


—   ^.  ^  Ml.  ^    Note  should  be  made  of  the  case  Re 
floating  Chftr^u 
and  BqnitabU    Standard    Rotary   Machine  Company^ 

■ertMM*      Lim.^  where  it  was  held,  followiag  Re 

ValUtort  Sanitary  Steam  Laundry  Company,  Lim.,  that 

where  inveatments  had  been  deposited  with  a  bank  as 


security  for  an  overdraft,  and  debentures  having  a 
floating  charge  existed,  the  bank,  although  having 
notice  of  the  existence  of  the  debentures,  since  they 
were  registered,  were  not  bound  to  inquire  whether 
there  was  any  clanse  restricting  the  company  from 
dealing  with  the  assets  as  against  the  det>enture- 
holders.  The  bank  succeeded  in  establishing  their 
claim  that  tbey  were  entitled  to  be  registered  as  owners 
of  the  shares. 


DirMton  kad  tkt  Note  should  be  made  of  the  decision  of 
IHM  or  PNxlw.  the  Court  of  Appeal  in  the  case  of 
Feci  and  others  v.  The  London  and  North  Western 
Railw^  Company^  for  aUhoa{^  the  ^wdal  ciroum- 
stances  under  which  the  proxies  were  issued  must 
not  be  overiooked,  the  case  of  Stnddert  v.  GrosvMor 
is  now  practically  overruled.  Mr.  Palmer  has  rightly 
pointed  oat  that  directors  are  the  agents  of  the 
company,  and  it  is  their  duty  to  wain  shareholders 
against  objectionable  schemes.  The  question  out  of 
which  this  case  arose  has  been  much  commented  upon, 
and  we,  therefore,  need  not  dilate  upon  it.  The 
principal  point  to  be  observed  is  that  this  case  was  do 
doubt  decided  entirely  on  its  own  merits,  and  that  under 
different  circumstances,  where  the  diractwa  were  not 
acting  in  the  interests  of  the  company,  but  in  the 
interests  of  themselves,  the  result  might  have  been  very 
different. 


k  Mm  BaUvar  The  office  of  Railway  CtmuniBsloaer, 
CcmmlHlniw.  rendered  vacant  by  the  death  of  Sir 
Frederick  Peel,  has  been  filled  by  the  appointment  of 
James  Woodhouse,  M.P.  This  appointment  will 
cause,  in  addition  to  the  parliamentary  representation 
of  Huddersfield,  a  vacancy  on  the  boards  of  the  follow- 
ing, among  other,  companies: — National  Telephone 
Company,  Hull  and  Bamsley  Railway,  London  City 
and  Midland  Bank,  Law  Det>entnre  Corporation,  Earl's 
Shipbuilding  and  Engineering  Company. 


-  .  .  „     Indicative  of  dearer  money  is  the 

IDHMn  Ml 

Capital  dmiatf  question  adced  In  the  House  of 
CoBstrnoUoB.  Commons  last  week  by  Mr.  Hyde,  who 
inquired  of  the  President  oftbe  Board  of  Trade  whether, 
in  view  of  the  approaching  time  for  the  deposit  of  Rail- 
way Bills,  he  was  in  a  position  to  say  whether  an 
alteration  of  Standii^  Order  167,  Subsection  i,  could  be 
proposed,  so  as  to  permit  the  payment  of  interest  by 
railway  companies  out  of  capital  during^constmction  at 
the  rate  of  not  exceeding^i^it^  i^j^^ltgl^l^^fObe 
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present  rate  of  not  exceeding  3  per  cent.  Mr.  Lloyd 
George  was  aoderstood  to  say  that  be  was  in  favour  of 
the  proposed  alteration,  but,  having  regard  to  the  state 
of  public  business,  he  was  doubtful  whether  a  fitting 
opportunity  could  be  found  for  a  discussion  of  the 
proposal  during  the  present  session.  He  pointed  out 
that  promoters  of  railway  bills' for  next  session  would 
not  be  justified  in  anticipating  the  decision  of  either 
honse  on  the  proposal. 


k  iMnt  In  In  the  case  of  Re  TyUr;  ex  parte  the 
Banknpter.     Ojffkial  Receiver,  the  facts  were  rather 

uncommon.  In  December  1895  A.,  being  pressed  for 
money,  asked  his  wife  to  pay  the  premiums  on  his  life 
policies  and  interest  on  a  mortgage  secured  by  these 
policies  which  were  then  due.  In  1896  (August)  A.  was 
adjudicated  bankrupt,  but  his  wife  contiuued  the  pay- 
ments mentioned  until  his  death  in  igo6.  The  trustee 
in  the  bankruptcy  knew  nothing  of  the  payments  and 
had  obtained  his  release.  A.*s  widow  claimed  the 
amount  paid  by  her,  and  it  was  held  that  although  she 
had  no  legal  or  equitable  right  to  be  recouped  it  was 
only  just  that  the  amount  should  be  refunded,  and  the 
Official  Receiver  was  ordered  to  repay  the  widow  the 
amount  she  had  expended. 


■■■fc—p^y  At  the  Blackburn  County  Court  recently, 
DUAavo  Judge  Hamilton  suspended  the  dis- 
charge  of  a  bankrupt  solicitor  for  five 
years  for  culpable  negligence  in  allowing  a  Southport 
practice  to  be  carried  on  in  his  name  by  bis  uncle  with- 
out supervidon.  The  uncle  is  reported  to  have  been 
guilty  of  misappropriating  clients'  moneys,  for  which 
offence  he  was  sentenced  to  a  term  of  imprisonment. 


tlnkiiitf  Fandi  During  the  progress  of  the  "audit" 
and  DtpnelaUoa.  (L.G.B.  variety)  of  the  accounts  of  the 
Soutbwark  Borough  Council  last  week,  a  councillor  is 
said  to  have  objected  that  no  Depreciation  Fund 
existed  in  connection  with  the  electric  l^hting  under- 
taking. Mr.  Carson  Roberts'  reply  is  reported  to  have 
been  to  the  following  effect : — 

"  It  was  quite  true  there  was  no  fund  called  a 
Depreciation  Fnnd,  but  to  say  that  nothing  of  the  kind 
existed  was  perfectly  absurd.  By  the  annual  repay- 
ments ot  principal  such  an  undertaking  had  what  was 
much  bigger — a  Sinking  Fund,  which  was  a  Deprecia- 
tion Fund,  plus  something  else. 

He  strongly  urged  the  objectors  to  take  particular 
notice  of  that  point,  and  went  on  to  add  thiat  it  had 


been  said  municipal  undertakings  were  not  managed 
on  business  lines.  To  make  such  an  assertion  in  general 
terms  was  very  wrong.  There  might  be  solitary  depar- 
tures from  commercial  methods,  bat  in  general 
municipal  undertakings  were  condncted  on  sound 
business  lines." 

The  Municipal  Journal  says : — 

"This  valuable  testimony  comes  from  a  gentleman 
whose  practical  acquaintance  with  the  bookkeeping  of 
local  authorities  is  unsurpassed  throughout  the 
kingdom." 

We  do  not  know  whether  Mr.  Carson  Roberts  has  been 
fully  and  correctly  reported,  bat  if  the  above  para- 
graphs are  true  in  substance,  then  we  may,  perhaps,  be 
permitted  to  point  out  that  the  permutation  of  a  Sink- 
ing Fond  so  as  to  constitute  the  resultant  balance  a 
Depreciatltm  "  Fund  "  (or,  as  may  be  prefierably  stated, 
render  that  balance  available  for  depreciation  reserves) 
only  takes  place  when  that  Sinking  Fund  has  been 
created  out  of  Profits.  In  this  connection  there  has  also 
to  be  borne  in  mind,  when  thinking  of  the  permoted 
character  of  such  a  fund,  the  fact  that  the  repayments 
of  principal  may  be  spread  over  so  long  a  period  that 
the  assets  have  suffered  depreciation  to  extinction. 


Tl»  Pidularr  ^*  suggested  in  The  Financial  News 
Oapatitr  or  tbat  meetings  of  shareholders  in  limited 
DirMton.  companies  should  be  held  every  six 
months  '*  to  receive  a  statement  about  their  budness," 
independently,  of  coorse,  of  the  <>' fnUy-andited 
accounts  "  which  would  l>e  presented  each  year.  The 
point  arises  out  of  the  "startling  transformations " 
shown  in  the  Balance  Sheets  of  one  or  two  industrial 
companies  recently.  In  one  instance  the  profits  rose 
from  jfi8,i64  to  £ij6,zi2t  and  in  another  from 
£6,53^  to  jC^o^iSSS*  with  something  Uke  corresponding 
increases  in  the  share  quotations  which,  it  is  said,  most 
have  provided  golden  opportunities  to  those  acquainted 
with  the  improving  condition  of  affairs.  There  is,  of 
course,  a  danger  in  this  direction,  but  directors  as  a 
body  can  usually  be  relied  upon  to  deal  honestly  with 
the  point.  If  our  contemporary's  suggestion  could  be 
practically  applied  to  industrial  concerns  it  would  be  a 
great  advantage  nevertheless.  Unfortunately,  mining 
concerns  are  not  quite  on  the  same  plane  as  industrial 
ventures,  so  that  there  might  not  be  an  altogether 
unanimous  opinion,  even  among  expert  accotintants,  as 
to  what  is  precisely  meant  by  a  ''statement  about  thdr 
business."  Digitized  by  IC 
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The  letter  from  our  correspondent  "  A 
Cofporatlon  FioaDcial  Officer,"  which  appeared  in 
Aooowti.  oar  last  issue,  draws  attention  to  a 
deplcvable  state  of  affairs  which  Indicates  in  no 
uncertain  terms  that  municipal  accountancy  in  the 
States  is,  if  possible,  in  an  even  greater  muddle  than 
in  this  conntiy.  It  would,  however,  be  altogether  a 
mistake  to  regard  this  cirenmstance  as  a  reason  for 
congratulation  as  to  the  manner  in  which  the  accounts 
of  local  aathoxities  are  Itept,  and  the  principles  upon 
which  they  are  founded,  upon  this  side  of  the  water. 
It  is  no  doubt  true,  and  has  no  doubt  always  been 
true,  that  in  New  Yoric  the  ratepayers  have  been  con- 
sistently fleeced  by  incapacity  as  well  as  by  corruption. 
This  reflection  conveys  no  very  special  consolation  to 
the  British  ratepayers,  who,  while  feeling  assured  that 
corruption  is  practically  non-existent  here,  may  rest 
assured  that  on  the  question  of  incapacity  there  is 
really  not  much  to  choose  between  the  two  countries. 


tUttttUt'u  1*he  question  asked  by  our  corre- 
QuUflttation.  spondent  "Verify"  last  week  is  one 
of  the  somewhat  numerous  ones  that  are  addressed  to 
as  from  time  to  time  which  it  is  absolutely  impossible 
for  us  to  answer  from  the  data  given.  The  full  text  of 
the  clause  in  the  articles  of  association  relating  to  the 
director's  qualification  must  be  given  before  it  is 
possible  for  our  legal  contributor,  or  anyone  else,  to 
express  any  opinion  whatever  upon  the  case 


OtftUMPNAts.  reply    to    our  correspondent 

"  Enquirer  "—whose  letter  under  the 
above  heading  we  reproduced  last  week — while  it  is  no 
doubt  desirable,  whenever  possible,  that  an  accoun- 
tant's certificate  for  inclusion  In  a  company  prospectus 
sboold  deal  with  profits  upon  the  lines  of  profits 
actually  available  for  distribution,  if  there  is  any 
dlfficidty  in  determining  the  proper  charge  for  depre- 
ciation, there  can,  we  think,  be  no  possible  objection 
to  the  item  being  omitted,  provided  the  accountant's 
certificate  clearly  states  that  the  profits  certified  by  him 
are  subject  to  depreciation.  With  regard  to  the 
question  of  an  accountant's  liability  for  the  contents  of 
his  certificate,  we  believe  we  are  right  in  stating  that, 
as  a  matter  of  strict  law,  the  certifying  accoantant  is 
only  liable  to  his  client,  and  not  to  the  new  company 
or  to  any  of  its  shareholders.  This,  however,  for 
obviotis  reasons,  should  not  be  allowed  to  affect  his 
attitude. 


Tlu  iBosms  Tax  It  is  understood  that  the  Income  Tax 
OemaittM.  Committee  has  agreed  upon  the  basis 
of  its  report  on  the  lines  of  a  draft  prepared  by  Sir 
T.  P.  Whittaker,  which  is  to  the  effect  that,  so  far  as 
administrative  machinery  is  concerned,  there  need  be 
no  insuperable  difficulty  in  the  way  of  graduation  upon 
unearned  incomes  up  to  one  thousand  pounds  per 
annum,  or  upon  earned  incomes  up  to  three  thousand 
pounds  per  annum,  but  that  no  recommendation  will 
be  made  with  regard  to  a  sur-tax  upon  larger  incomes. 
Of  course,  it  must  not  be  overlooked  that  anyextenaon 
of  the  existing  scale  of  abatements  can  only  have  the 
effect  of  increasing,  or  at  least  retarding,  the  reduction 
of  the  present  rate  of  income-tax,  and  of  causing  a  very 
substantial  proportion  of  the  national  revenue  to  be 
provided  by  an  even  smaller  minority  of  the  community 
than  heretofore. 


^         In  the  Bow  County  Court  last  week 
lattHunSMnt  his  Honour  Judge  Smyley  gave  judg- 

ex-Borough  Treasurer,  agunst  the  East  Ham  Borough 
Council  for  services  rendered  in  connection  with  a 
Secret  Trust  Fund  formed  by  the  CounciL  The  plain- 
tiff claimed  one  hundred  pounds  for  expenses  and 
services  rendered  in  connection  with  attending  before 
the  District  Auditor  and  a  Special  Committee.  His 
Honour  held,  however,  that  the  attendances  before  the 
auditor  could  not  be  charged  for,  and  that,  so  far  as  the 
attendances  before  the  Committee  were  concerned, 
the  plaintiff  attended  as  a  person  deeply  interested  in 
the  charges  that  had  been  brought  before  the  auditor, 
and  also  to  gain  information  for  the  purpose  of  fighting 
certain  newspapers  against  which  be  was  bringing  an 
action.  He  accordingly  decided  in  favour  of  the 
defenduit  Council. 


Haalolpai  '^'^^  Finance  Committee  of  the  London 
ileotrlflitjr  County  Council  has  reported  in  favour 
Aoooimti.  q£  ^  reduction  of  the  term  for  which 
loans  are  granted  to  Metropolitan  Borough  Councils 
for  electricity  purposes.  Hitherto  all  the  Borough 
Councils,  except  Battersea,  have  borrowed  for  elec- 
tricity purposes  on  a  42  years'  term ;  and,  so  far,  we 
beUeve  Hampstead  is  the  only  borough  that  has  volun- 
tarily agreed  to  reduce  the  term  to  25  years  as  from 
the  date  oi  the  original  bcnrowing.  It  is  now  proposed, 
with  the  approval  of  the  Treasury,  that  for  the  future 
electric  luting  loans  to  Borough  Councils  shall  be 
granted  for  the  following  Pg^&^y  GoOglc 
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Freehold  Land 
Boildhigs 

Males  

Plant   

House  connections 
Meters  


60  years 

so  It 

ao  „ 

la  •■ 
10 


The  proposition,  while  undoubtedly  a  step  in  the  right 
direction,  must  be  regarded  as  an  admission  that  the 
uniform  period  of  42  years  previously  allowed  is  now, 
as  a  result  of  more  mature  experience,  regarded  as 
quite  inappropriate ;  and,  that  being  so,  it  seems  to  us 
that  the  question  as  to  the  existing  loans  ought  not  to 
be  left  in  the  present  admittedly  unsatisfactory  por- 
tion. With  a  42  years'  loan  period,  and  no  additional 
provision  for  depreciation,  it  is  incontestable  that  the 
cost  of  renewals  will  after  (say)  the  first  ten  years  cause 
a  very  appreciable  addition  to  the  rates,  which  might 
have  been  to  a  large  extent  avoided  had  the  problem 
been  more  intelligently  faced  in  the  first  instance.  We 
have  no  desire  whatever  to  appear  to  throw  cold  water 
opon  even  a  belated  appreciation  by  the  County 
Council  of  its  responsibilities  in  the  matter,  but  now 
that  practically  every  Borough  Council  has  its  electric 
light  works,  there  is  not  much  good  making  new  regu- 
lations unless  they  are  to  be  retrospective,  and  unless 
the  greatest  possible  care  be  taken  to  guard  against 
additional  loans  being  authorised  for  renewals  before 
the  redemption  of  the  original  loan  has  been  pro- 
vided for. 


Supuuhm  of  With  further  reference  to  the  letter 
ivdolM.  signed  "Fairplay,"  which  we  repro- 
duced in  our  Correspondence  columns  last  week,  while 
we  cannot,  of  course,  profess  to  adjudicate  upon  any 
dispute  on  a  mere  ex  parte  statement,  and  while  we 
have,  of  course,  absolutely  no  knowledge  of  the  facts 
in  the  case  under  review  other  than  that  which  can  be 
obtained  by  all  who  peruse  our  correspondent's  letter, 
it  seems  to  ns  that  whatever  the  strictly  l^al  podtion 
may  be,  a  principal  would  be  well  jnstified  In  suspend- 
ing, or  even  cancelling,  the  articles  of  a  clerk  who 
considered  himself  entitled,  merely  by  virtue  of  such 
articles*  to  do  u  much  or  as  little  work  as  he  pleased 
The  whole  object  of  articles  is  to  provide  a  guarantee 
of  practical  experience  in  addition  to  the  theoretical 
knowledge  that  can  be  tested  in  the  examination  hall, 
and  if  articled  clerks  were  to  be  held  free  to  come  and 
go  when  they  chose,  and  to  do  as  mudi  or  as  little 
work  as  they  chose,  then  clearly  the  only  possible 


objects  of  articles  would  be  to  secure  premiums  for 
principals  and  a  very  slack  time  for  pu^ls,  ndthcr  of 
which  objects  seems  to  be  sufficiently  deserving  to 
justify  the  continuance  of  the  existing  practice.  It  is 
by  no  means  an  uncommon  thing  for  principals  to,  as  &r 
as  possible,  make  the  office  hours  easy  to  pupils  who, 
having  just  left  school,  may  be  reasonably  expected  to 
feel  the  confinement  of  office  life  at  first,  bat  it  would 
be  an  entirely  mistaken  kindness  upon  their  part  if 
any  such  indulgence  were  to  be  extended  thronghout 
the  whole  of  the  period  of  articles,  and  thns  whatever 
the  legal  rights  of  the  situation  may  be,  we  wonld 
impress  upon  our  correspondent  the  importance  in  his 
own  interests  of  taking  the  fullest  possible  advantage 
of  his  present  opportunities,  which  can  only  be  done 
by  conforming  to  the  regular  office  rules  in  every 
respect. 


■infifl-Ship      A  correspondent  has  forwarded  to  us 
*'*'lnStwi"*         published  accounts  of  a  single- 
OwtilloatMu     ship  company,  dealing  with  the  first 

two  voyages  of  a  ship  covering  a  period  of  approxi- 
mately six  months,  and  although  he  does  not  formulate 
his  query  very  precisely,  we  gather  that  he  considers 
the  auditor's  certificate  to  be  in  order  in  view  of  the 
provisions  of  the  Companies  Act,  rgoo.  We  may  point 
out,  however,  that  the  issue  of  Interim  accounts  hardly 
appears  to  be  governed  by  Section  23.  The  accounts 
before  us  are  apparently  not  to  be  put  before  a  general 
meeting  of  the  company,  but  merely  to  accmnpany  the 
dividend  warrants  explaining  the  present  position.  It 
is  extremely  desirable  to  issue  audited  accounts 
accompanying  the  payment  of  interim  dividends,  bat 
we  know  of  no  reason  why  the  provisions  of  Section  33 
should  be  rigidly  applied  to  such  interim  accounts. 


LoBdMi  Goutr   ^       result  of  a  somewhat  lengthy 
OonMli       discussion,  the  London  County  Council 
Tramwari.  decided  to  make  no  charge 

i^ainst  the  Tramways  Accounts  for  the  costs  of  stre^ 
improvements  not  due  to  the  tramways,  to  cha^e  one- 
eightb  in  cases  where  the  improvement  was  connected 
with  the  construction  of  tramways,  and  to  charge  the 
whole  of  the  cost  in  those  cases  where  but  for  the  trams 
no  improvement  at  all  would  have  been  made.  Even 
if  we  accept  this  principle  as  reasonable,  it  must  be 
obvious  that  there  is  scope  for  the  greatest  possible 
elasticity  being  observed  in  its  practical  application ; 
but,  however  that  may  be,  we  may  point  out  that  the 

reduction  of  the  charge  against  tra|fivir9jtp^,^fe.^bth 
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from  the  one-third  formerly  put  forward  as  being  &ir 
can  only  be  regarded  as  a  frank  admission  that  it  has 
been  found  necessary  to  materially  alter  the  basis  of 
the  accounts  in  order  to  show  anything  approaching  a 
satisfiactoiy  result.  The  point  is  the  more  significant 
when  it  is  remembered  that  at  the  London  County 
Council  election  six  years  ago  it  was  confidently  urged 
that  the  tramways  would  jrield  between  one  and  two 
millions  in  profits  each  year.  We  do  not  know  whether 
anyone  seriously  expected  or  even  believed  that  any 
such  profits  would  be  realised  in  fact ;  but  it  seems 
clear  that,  as  a  result  of  the  past  six  years'  experience, 
there  is  an  enormous  difference  between  promise  and 
performance. 


^(1^  The  President  of  the  Manchester 
Society  of  Incorporated  Accountants 
has  recently  stated  that  in  the  case  of  a  recent  insol- 
vency in  which  he  was  interested  no  fewer  than 
thirteen  applications  for  the  trusteeship  were  made 
to  one  creditor,  and  he  su^ests  that  the  Chartered  and 
Incorporated  bodies  should  work  together  to  formulate 
bye-laws  against  this  abuse.  We  are  afraid  that  no 
l^e-laws  are  likely  to  do  mnch  in  a  case  where  an 
existing  express  statutory  enactment  has  been  found 
entirely  valueless.  Improper  solicitation  for  the 
appcnntment  of  a  trustee  in  bankruptcy  is  a  ground  for 
the  Board  of  Trade  to  refuse  to  confirm  the  appoint- 
ment, or  in  the  alternative  it,  may  disallow  the 
trustee's  remuneration.  It  would  be  difficult  to  frame 
stronger  penalties,  but  inasmuch  as  they  are  in  practice 
never  applied,  th«y  naturally  prove  valueless.  The 
remedy,  it  seems  to  us,  lies  rather  in  the  direction  of 
the  two  Councils  impresdng  upon  then:  members  the 
desirability  of  their  reporting  all  cases  of  touting  that 
come  to  their  knowledge,  and  for  the  Conneite  then  to 
themselves  undertake  the  task  of  representing  the  facts 
to  the  Board  of  Trade.  Closely  allied  with  this  point 
is  the  subject  raised  by  onr  correspondent  "  Alpha " 
last  week.  We,  of  course,  know  nothing  more  of  the 
facts  than  he  states  in  his  letter,  but  we  may  mention 
that  some  of  the  greatest  offenders  in  this  matter  of 
touting  are  those  who  have  the  least  possible  excuue 
for  such  conduct — namely,  those  whose  names  are  well- 
known  in  a  particular  trade,  and  who  thus  in  the  ordinary 
course  of  events  secure  a  goodly  percentage  of  all 
available  trusteeships.  For  such  firms  to  issue,  even 
to  their  own  clients,  a  cfrcular  virtually  attacking 
another  member  of  the  profession,  is  for  obvious 
reasons  entirely  onwarrantable  unless  they  are  prepared 


to  substantiate  at  least  a  good  primd  faiU  case  showing 
that  there  are  grounds  for  believing  that  an  independent 
trustee,  or  at  least  an  independent  inquiry,  is  necessary 
in  the  interests  of  the  creditors  generally. 


BaakiBtf     It  Is  satisfactory  to  observe  from  the 

replyof  theChancellorof  the  Exchequer 
to  an  inquiry  that  was  addressed  to  him  by  Mr.  Money 
last  week,  that  the  question  of  the  adequacy  of  our 
banking  reserves  is  engaging  his  serious  attention,  and 
this  satisfaction  will  be  in  no  way  decreased  by  Mr. 
As-}uith*s  expression  of  opinion  that  any  inquiry  limited 
to  the  action  of  the  Bank  of  England  would  take  an 
unduly  restricted  view  of  the  subject.  The  Bank  of 
England,  although  apparently  many  persons  are  not 
aware  of  the  fact,  is  a  joint-stock  concern  as  much  as 
any  of  the  other  limited  liability  banks,  and  there  is  no 
more  reason  why  the  holders  of  Bank  of  England  stock 
should  pay  for  the  cost  of  maintaiuing  adequate  gold 
reserves  than  that  holders  of  other  bank  stocks  should 
do  so.  The  question  is  one  of  national  importance,  and 
should  therefore  be  provided  for  either  by  national 
legislation  equally  applicable  to  all  banks,  or  else  by 
the  nation  itself  as  distinct  from  the  banks.  Bearing  in 
mind  that  banks,  practically  alone  of  all  undertakings, 
have  shown  a  steady  appreciation  of  capital  value 
during  the  past  five  or  six  years,  the  former  would 
appear  to  be  the  more  reasonable  course. 

mtliuUtQtaof  According  to  the  City  Pr«s,  the  first 
AoBooatanti.  annual  meeting  of  the  members  of  the 
Institute  of  Accountants  was  held  on  the  i6tb  ult.  at 
the  Holbom  Restaurant,  the  bu^ess  proceedings 
being  preceded  by  a  dinner,  at  which  the  Rev.  G. 
Freeman  preaded.  We  gather  that  this  body,  which 
is  now  said  to  number  450  members,  is  the  one  that 
we  drew  attention  to  in  these  columns  about  a  year 
ago,  which  then  professed  to  be  enrolling  expert 
bookkeepers  and  teachers  of  bookkeeping.  We  had 
our  doubts  at  the  time  as  to  whether  it  would  long  con- 
tinue to  employ  a  name  which  might  be  regarded  as 
accurately  describing  the  calibre  of  its  memt>ers,  and 
those  doubts  have  now  been  clearly  justified.  The 
Institute  of  Accountants  is  the  name  of  a  body  estab- 
lished in  1870,  to  which,  ten  years  later,  a  Royal  Charter 
of  Incorporation  was  granted,  and  the  impropriety  of 
this  name  being  appropriated  by  the  newly-fonnded 
body  is  thus  self-evident.  It  is  significant  that  as  these 
bodies  of  outside  accountants  multipl^hey  appear  to 
compete  with  each  other  iBi|pi8|y»@©0^?t^ 
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to  the  wind  in  appropriating  some  form  oC  designation 
that  may  be  more  readily  confused  with  one  of  recog- 
nised standing.  The  state  of  confusion  thus  brought 
about  is  the  best  possible  argument  in  £avonr  of  some 
form  of  legislation  which  may  serve  to  enlighten  the 
public ;  but  at  the  same  time  it  makes  the  practical 
work  of  those  in  favoar  of  such  legislation  increasingly 
difficnlt. 


Current  Xaw. 


Bankrdptcies  akd  Insolvencies. 
In  re  Van  Laun  ;  ex  parte  Chattertm.  Bigham,  J. 
On  appeal  against  tmstee's  rejection  of  proof,  held 
that  a  trustee  in  bankruptcy  is  entitled  to  see  detailed 
bills  of  costs  in  snpport  of  a  solicitor's  claim,  notwith- 
standing the  fact  that  the  costs  have  been  agreed  by 
the  bankrupt— (Ti»ws,  Nov.  a8.) 


Rg  A .  Betuutt ;  ex  parte  the  Official  Receiver. 

Bigham,  J. 

Held,  that  the  next-of-kin  who  has  received  money 
on  the  distribution  of  an  intestate's  estate,  is  liable  to 
account  to  the  trustee  in  the  intestate's  bankruptcy, 
even  although  he  had  no  knowledge  of  the  bankruptcy 
proceedings. — {Times,  Nov.  38.) 


Correspondence  anD  Bnqntrtes. 


All  communlcatloas  to  the  Editor  should  be 
by  letter  only. 


Income  Tax. 

{To  the  Editar  of  The  Aeeountant.) 

Sir,— The  following  point  in  connection  with  income- 
tax  has  occurred  to  me,  and  I  should  be  glad  if  you  or 
any  of  your  readers  could  tell  me  if  my  view  of  the 
case  is  the  correct  one. 

Section  54  of  the  Act  of  1855,  in  dealing  with  a 
deduction  for  life  assurance  premiums  paid,  concludes 
as  follows  :— 

"  Nor  shall  any  such  deduction  or  abatement  entitle 
any  snch  person  to  clidm  total  exemption  or  any  relief 
from  duty  on  the  ground  of  his  profits  and  gains  being 
thereby  reduced  below  £ioo  or  £tso  as  the  case  may  be." 

At  that  time  exemption  was  allowed  up  to  j£'ioo,  and 
there  was  an  abatement  on  incomes  between  £\oo  and 
£iy>  of  all  tax  over  sd.  in  the  £. 


It  would  appear  from  the  above  that  if  a  man's 
income  is  over  ;^i6o  he  cannot  claim  exemption  through 
his  life  premiums  reducing  it  below  ;£'i6o,  even  if  it  is 
done  without  altering  the  rate  of  abatement  (as  at  the 
present  time).  Thus,  if  a  man's  income  Is  £165  and  he 
pays  £^  in  life  premiums,  he  only  bears  tax  on  £1,  bnt 
if  he  pays  £6,  he  will  not  be  allowed  to  deduct  it  and 
will  have  to  bear  tax  on  £$* 

The  above  appears  to  me  to  be  the  correct  reading 
of  the  Act,  though  its  intention  was  no  doubt  merely 
to  prevent  the  deduction  altering  the  rate  of  abate- 
ment, but  I  have  not  come  across  it  in  actual  practice. 

I  enclose  my  card  and  remain, 

Yoors  faithfully, 

ENQUIRER. 

Ucensiag  Act,  1904*        Income  T*x. 
{To  the  Editor  of  The  Aeeoaniani.) 

Sir,— Referring  to  "  D.'s  "  letter  ki  the  Issue  of  your 
paper  dated  S4th  November,  it  is  not,  we  believe,  the 
practice  to  allow,  as  a  deduction  from  ^tkfits  for 
income-tax  purposes,  the  amounts  paid  to  the  Com- 
pensation Fund  under  the  above  Act  by  owners  of 
licensed  properties,  but  brewers  or  brewery  companies 
would  be  entitled  to  deduct  the  Compensation  Fund 
charges  payable  in  respect  of  such  of  the  public-houses 
owned  by  them  as  were  under  management,  in  the  latter 
case  qui  publicans  as  distinct  from  owners.  The 
reasons  for  the  distinction  are  obvious  from  the 
Revenue  point  of  view,  but,  at  the  same  time,  the  fact 
that  this  fresh  charge  (amounting  probably  to  fxmn.  t  to 
t\  per  cent,  on  the  ordinary  share  capital  in  the  case 
of  brewery  companies)  on  an  already  heavily  burdened 
trade  should  be  disallowed  in  arriving  at  profits  for 
inoome-tax  purposes,  constitates  a  oonriderable 
hardship. 

We  remain,  yours  faithfully, 

RAWLINGS  &  WILKINSON. 
Sunderland,  26th  November  1906. 


Income  Tax  Claims. 

{To  the  Editor  of  The  Accountant,) 
Sir,— The  point  raised  by  "  Query  "  in  your  issue  of 
to-day  is  quite  simply  answered,  and  I  do  not  think 
you  quite  appreciate  his  difficulty,  otherwise  yon  would 
not  dismiss  his  query  as  irrelevant.  I  propose  there- 
fore, with  all  doe  deference,  to  correct  your  reply, 
and  answer  "  Query "  by  giving  Mja  the  following 
illustration:—  Digitized  by  LjOOglC 
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A.  borrows  £3,000  from  B.  od  deeds  of  his  freehold 
premises  at  5  per  cent^  and  B.  stipulates  that  the 
interest  is  to  be  paid  to  him  firae  of  tax.  Income-taz> 
Schedule  A,  Is  charged  on  the  property*  whicbf  of 
course,  as  proprietor,  A.  pays. 

Now,  Sir,  the  subject-matter  of  the  mortgage  has 
boroe  its  tax  in  the  Schedule  A  assessment,  conse- 
quently the  income-tax  on  the  income  of  B.  from  the 
mortgaged  property  has  been  paid  by  A.,  and  his 
income  from  this  particular  source  is  exactly  similar  to 
income  derived  from  dividends  paid  free  of  tax  by 
public  companies. 

Nowt  if  B,*s  total  ioc<Hne  from  all  soorces  is  under 
;^i6o,  or  between  £160  and  £yoo,  he  is  entitled  in  the 
first  case  to  a  return  of  the  full  current  rate  of  income- 
tax,  and  in  the  latter  case  the  full  abatement  will  be 
repaid. 

Perhaps  the  following  letter,  which  I  received  from 
the  Secretary  to  the  Board  of  Inland  Revenue  a  few 
years  ago,  on  the  very  point  raised  by  "  Query,"  will 
interest  not  only  him,  but  many  of  your  readers  : — 

"  I  am  dirocted  l>y  the  Board  of  Inland  Revenue  to 
state  that  if  yonr  client  has  paid  income-tax,  or  suffered 
income-tax  by  dedactioos  from  dividends,  interests, 
&c.,  incladiag  dividends  of  companies  paid  'free  of 
income-tax  '  to  the  extent  of  the  duty  or  the  abatement 
to  which  he  or  she  is  entitled,  and  the  remainder  of 
ineom  is  dmvtd  from  uurm  duly  asusud  to  incomt-tax,  the 
duty  on  thi  /mU  abatment  will  b»  repaid,  this  being  in 
accordance  with  the  practice  of  this  Departmeot  when 
dealing  wiUi  abatement  claims. 

The  mortage  interest  paid  in  fall  will  not  be  held 
chargeable  to  income-tax  in  the  hands  of  the  recipient, 
provided  it  he  established  to  the  satis&ctioo  of  the 
Board  that  the  property  on  which  it  is  secured  has  been 
duly  assessed  to  income-tax,  and  that  the  duty  has  been 
paid  to  the  Revenue." 

I  am,  yonrs  faithfiilly, 

R.  H.  JOHNSTON. 

IVoherhamptont  November  94th  1906. 

{Tff  tke  Editor  of  Tho  Aeeountant.) 

Sir,— With  reCerence  to  the  letter  under  the  above 
heading  which  appears  in  the  current  week's 
Accountant. 


In  your  reply  thereto  you  state  that  "  the  mortgagor 
would  not  be  assessed  for  tax  on  the  interest."  This  is 
probably  true,  but  would  he  not  pay  the  tax  indirectly, 
in  that  he  would  not  be  allowed  to  deduct  the  interest 
from  bis  income  for  income-tax  purposes  ? 

The  case  seems  to  be  anali^us  to  the  declaratiixi  of 
a  dividend  free  of  income-tax  by  a  company,  and  as  a 
matter  of  equity  it  seems  that  the  claim  by  the  mort- 
gagee for  repayment  (your  cmrespondent  says  "  exemp- 
tion or  abatement,"  but  I  presume  be  ia  referring  to  a 
claim  for  repayment  on  the  ground  of  exemption  or 
abatement),ought  to  be  allowed,  seeing  that  he  indirectly 
bears  the  tax  on  his  interest,  owing  to  the  fact  that  he 
receives  a  smaller  amount  yearly  than  he  would  have 
done  had  the  mortgagor  not  agreed  to  pay  the  tax. 

I  should,  however,  like  your  ofunion  as  to  whether  an 
agreement  such  as  the  one  mentioned  yoor  corre- 
spondent is  legal,  seeing  that  Section  103  of  the  Act  of 
1843  provides  that  any  contract  for  the  payment  of  rent 
or  other  annual  sum  in  full  and  without  deduction  of  tax 
is  absolutely  void,  and  Section  40  of  the  Act  of  1853 
imposes  a  penalty  on  any  payee  of  rent,  interest,  &c., 
realising  to  allow  snch  deduction. 

Yours  faithfully, 

SA«^,  zm  November  igo6.         F.  C.  YOUNG. 


(To  the  Editor  of  Tkt  Accountant.) 

Sir, — A  private  gentleman  owns  a  public-house, 
which  is  let  on  a  repairiag  lease  to  a  brewery  at  an 
annual  rent  of  £i7S-  The  assessment  for  Schedule  A 
is  only  £125,  and  the  tenant  only  deducts  the  tax 
paid  on  this  latter  amount.  Has  he  any  power  to 
deduct  the  tax  on  the  ftiU  rent  ? 

The  gentleman  in  question  owns  several  public- 
houses,  to  which  the  same  principle  applies,  and  thus 
escapes  tax  on  a  large  amount.  Notwithstanding  this, 
he  recovers  tax  on  an  annual  premium  of  £200,  paid  on 
a  large  policy,and  contends  that  he  is  perfectly  justified 
in  so  ddng,  as  the  Inland  Revenue  themselves  assess 
the  properties  and  he  simply  proves  to  them,  in  accord- 
ance with  thefr  forms,  that  he  has  paid  tax  on  more 
than  £iiZoo.  He  argaes  that  the  balance  of  untaxed 
income  from  the  public-houses  Is  not>^ow  assessable, 
and  that  even  if  his  other  tuad^&fklMnWdid  not  amount 
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to  more  than  i,zoo  he  would  be  able  to  include  this 
untaxed  iDcome  to  make  up  the  amount  of  £1.200  in 
order  to  obtain  a  rebate  of  the  tax  on  the  life  policy 
premium,  and  that,  as  a  matter  of  fact,  he  did  one  year 
so  include  the  whole  income  of  one  (tf  the  houses  and 
no  question  was  raised.  He  baa  shown  roe  a  draft  of  his 
statement  for  that  year,  and  I  cannot  understand  the 
rebate  being  allowed  in  full,  when  it  should  have  t>een 
evid^  that  the  income  was  not  taxed  in  full.  The 
form  states *'  This  statement  may  be  limited  to  so 
"  much  of  claimants' net  income  as  may  equal  six  times 
"  the  amount  of  premiums,  the  tax  on  which  is  claimed 
"  to  be  repaid  "  and  the  amounts  of  net  income  and  of 
tax  paid  are  entered  in  separate  columns. 

Was  the  repayment  a  mistake,  or  is  there  something 
in  the  argument  ? 
2ist  November  1906.  SURPRISED. 


CompeasaUon  Caws. 

{Tff  tht  Editor  of  The  Acctmniant.) 
Sir, — In  the  case  of  a  municipal  authority  or  other 
public  body  requhing  premises  of  a  trader  (say)  for 
street  improvements,  I  am  informed  that  the  fees  of 
surveyors,  valuers,  and  solicitors  engaged  are  allowed 
by  the  arbitrator,  but  not  the  fees  of  an  accountant,  the 
trader  having  to  pay  these  himself. 

I  shall  l>e  glad  if  you  or  any  of  your  readers  will 
inform  me  through  jrour  columns  if  such  is  the  case. 

Yours  faithfully, 
nnd  November  1906.  QUI  VIVE. 


Shareholders  and  their  Audltors.--ProfeA8ional 
Etiquette. 

{To  the  Editor  of  The  Accountant.) 
Sir,— Referring  to  your  paragraph  and  also  letter 
from  chairman  of  a  certain  limited  company,  it  must 
be  very  gratifying  to  many  Chartered  Accountants  to 
read  same,  and  I  am  sure  great  praise  is  due  to  the 
gentleman  who  declined  to  eject  the  auditor  who 
offered  himself  for  re-election.  I  am  sorry  to  say  that 
there  are  members  of  the  Institute  who  not  only  stoop 
to  eject,  but  also  take  a  less  fee.  Now,  I  think  it  would 
be  more  professional  if  the  rules  of  the  Institute  were 
strictly  complied  with,  and  thus  stop  any  attempt  by 
public  or  private  companies  to  act  in  the  manner 
referred  to. 

Yours  faithfully, 
JOSEPH  RIGBY  WILLIAMS. 
Warrington,  November  zznd  1906. 


Charges  Against  Reserve  Fund. 
{To  the  Editor  of  The  AetountantA 
Sir, — I  should  like  an  expression  of  opinton  as  to  the 
proper  course  an  auditor  ought  to  pursue  in  the  follow- 
ing case. 

The  directors  of  a  limited  company,  deeming  it 
advisable  to  at  once  dispense  with  the  services  of  a 
manlier,  gave  him  three  months'  salary  in  lieu  of  notice, 
and  immedif^ely  appointed  a  successor.  The  three 
months'  salary  amounted  to  a  considerable  sum,  and 
the  directors,  desirous  that  the  item  of  salaries  shall 
not  be  abnormally  increased  in  the  year's  Profit  and 
Loss  Account,  wish  that  the  amount  shall  be  written 
off  direct  from  a  Reserve  Fund  originally  formed  for  the 
equalisation  of  dividends.  Can  the  auditor  legitimately 
permit  this  to  be  done  without  making  special  mention 
of  the  fact  in  his  report  to  the  shareholders  ? 

Yours  truly, 

z^h  November  1906.  AUDITOR. 


aoodwill  in  Accounts. 

{To  the  Editor  of  The  Accountant.) 

Sir, — Your  correspwdent  Mr.  D.  W.  Sinclair,  in 
explaining  his  answer  to  the  examination  questioo 
(which  answer  you  approve),  says  that  under  the 
Students'  Telephone  solution  "the  original  partners 
"  obtain  nothing  as  their  share  of  the  amount  introduced 
"  by  C.  in  respect  of  goodwill,  nor  are  they  even 
"credited  with  it  on  their  Capital  Accounts,  so  that  the 
"  net  result  of  the  transaction  to  them  is  niL" 

I  have  no  wish  to  set  op  my  opinion  against  youis, 
or  that  of  your  correspondent,  but  it  seems  to  me  that 
the  £800  added  to  the  value  of  their  assets  for  goodwill 
before  admitting  C.  (for  which  no  money  was  paid  by 
them)  is  credited  to  their  Capital  Accounts  in  the 
answer  given  by  the  Students*  Telephone. 

The  Balance  Sheet,  after  the  £Boo  has  been  added 
but  before  C.  comes  in,  would  stand  thus : — 
A.  &  B.-~Balancb  Shbbt. 


Creditors   2,630        Goodwill   mi> 

Capiul  Accounis—  Sundrr  AsseU    . .      . .  lo^jo 

A   4.400 

B   4.400 


although  A.  and  B.  are  actually  no  better  off  than 
before  when  their  Capital  Accounts  stf>od  at  ]C4><>^ 
each. 

If  C.  then  bought  one-third  share  he  would  pay  to 
A.  £iri66  13s.  4d.  and^'Uie^same  sum  to^^^  He  would 
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be  pajring  them    1,333  ^  ^  eaxii  in  respect  of  the 

actual  cost  to  them  ol  the  business  and  ;^i33  6s.  8d. 
each  for  a  third-share  of  the  goodwill,  which  cost  A. 
and  B.  nothing. 

The  same  resnlt  would,  of  course,  be  arrived  at  by 
takhig  the  Studatts^  Telephone  figures  and  dividing  the 
cash  (;^4,4oo}  equally  among  the  partners,  their  capitals 
being  then  ^2,933  6s.  8d.  each. 

The  figure  for  value  of  goodwill— XSoo— seems  to  be 
brought  into  the  accounts  expressly  to  make  C.  buy  a 
third-share  of  it.  As  the  goodwill  does  not  become 
any  more  valuable  by  reason  of  C.'s  admittance,  why 
should  this  figure  be  increased  ? 

If  you  could  see  your  way  to  explain  in  your  columns 
why  this  view  is  wrong  (as  I  snppose  it  must  be)  yon 
would  much  oblige, 

Yours  faithfully, 

GWENT. 


(To  the  Editor  of  The  Accountant.] 
Sir, — As  a  candidate  at  the  recent  Intermediate 
Examination  of  the  Institute  of  Chartered  Accoun- 
tants, I  write  in  the  hope  that  my  comment  on  the  case 
stated  by  your  correspondent,  Mr.  D.  W.  Sinclair,  will 
not  only  be  the  means  of  enUghtenment  to  him,  but 
will  also  show  you*  Sir,  that  the  amended  Balance 
Sheet  of  A,,  B.,  and  C,  as  drawn  np  by  Mr.  Sinclair, 
is  incorrect. 

My  view  is  in  accordance  with  that  published  in  the 
**  Students'  Telephone,"  and  reprinted  by  you  on  page 
634  of  The  Accountant  of  the  34th  November  igo6. 

Mr.  Sinclair  states  iu  his  remarks  that  of  the  amount 
of  £^00  paid  by  C.  in  order  to  make  him  an  equal 
partner  with  A.  and  B., "  1^400  is  paid  by  agreement  as 
his  share  of  the  Goodwill," !  and  then  goes  on  to  bnild 
np  the  Goodwill  to  i,900. 

I  contend  that  this  Is  wrong. 

The  asset  of  Goodwill  as  created  by  A,  and  B.  is  only 
£800^  and  just  because  they  take  in  another  partner 
their  asset  of  Goodwill  does  not  increase. 

There  is  nothing  in  the  question  to  support  the  state- 
ment that  "  the  £^00  paid  by  C.  was  by  agreement  to 
be  for  his  share  of  the  Goodwill." 

The  asset  of  the  £&oo  for  Goodwill  was  created 
before  C.  entered  the  firm,  and  so  brought  A.'s  and  B.'s 
respective  Capital  Accounts  up  to  £^i^fx>  each. 

C.  pays  £4,400  to  make  him  an  equal  partner,  but  not 
"  jC4C0  foi*  one-third  of  the  Goodwill,"  and  remaining 
£4^000  in  consideration  of  one-third  of  sundry  assets. 

If  he  did  that  he  would  be  paying  for  what  did  not 


exist— (.«.,  j£'i,200  of  Goodwill.  The  £4,400  that  C. 
brings  in  is  in  consideration  of  one-third  of  the  assets, 
less  the  liabilities,  viz. : — 

Sundry  Assets  £10,650 

Cash  brought  in  by  C   4,400 

15.050 

List  Liabilities  . .  2,650 

3)  12,400 

4.133   6  8 

and  one-third  of  Goodwill,  ;^8oo  =         266  13  4 

£4,400   o  o 


I  must  say  I  £dl  to  follow  Mr.  Sinclair's  ai^^ment  in 
the  latter  part  of  his  letter,  "  that  the  original  partners 
A.  and  B.  obtain  no  benefit  from  the  transaction." 

Considering  that  they  only  brought  in  the  half  of 
£8,000  =  £4,000  each,  but  after  the  creation  of  the 
Goodwill  possessed  capital  of  £4,400  each,  I  don't  see 
what  more  advantage  they  would  expect  to  gain, 
especially  as  C. — to  be  equal  with  them — has  to  provide 
in  cash  £4^400  to  their  original  £4i00o  each. 

Again,  to  say  that  A.  and  B.  obtain  nothing  as  their 
share  of  the  amount  introduced  by  C.  is  absolutely 
incorrect,  as  by  increasing  their  Capital  Accounts  by  a 
book  entry  when  C.  joined  the  partnership  they 
increased  the  share  of  assets  to  which  they  would  be 
entitled,  and  incidentally  included  a  share  of  the  cash 
introduced  by  C. 

Yours  feuthfully, 

BASIL  D.  G.  BALL. 

London,  zyth  November  1906. 


The  Effect  of  Notice  of  an  Act  of  Banlcraptcy. 

(To  the  Editor  of  The  Accountant.) 

SiK, — Referring  to  your  article  in  last  week's  issue 
of  J/t£  iiccoun/onf,  page 626,  on  "The  Effect  of  Notice 
of  an  Act  of  Bankruptcy,"  in  the  course  of  your 
remarks  you  state  "  plaintiffs  were  declared  defaulters 
"on  the  Stock  Exchange,  and  the  Official  Assignee 
**  commenced  to  collect  the  assets.  This,  it  may  be 
"  remembered,  constitutes  an  *  act '  of  bankruptcy." 

Can  you  kindly  give  me  the  authority  for  stating  that 
this  is  an  "  act "  of  bankruptcy,  as  I  cannot  see  that 
this  comes  under  the  several  cases  set  out  in  the  Act  ? 

Thanking  you  in  anticipation,  I  enclose  my  card, 
and  remain, 

VouraJftithfuUy, 
November  27th  1906.    Digitized  by  LjQ>u^OUS. 
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Directors  v.  Auditors. 
{To  tlu  Editor  of  Tkt  Accoimtaia.) 
Sir,— There  is  an  unfortoDate  mispriDt  of  "  our  "  for 

"  or  "  in  our  letter  to  you  under  this  head  in  your  issue 
of  the  24th  inst.  The  sentence  in  which  it  occurs  should 
read: — 

**  We  write  to  say  that  the  item  respecting  which  our 
difference  with  the  directors  of  Kyncchs,  Lim.,  arose 
had  no  reference  to  or  connection  with  Tabes,  Lim." 

We  have  never  been  connected  in  any  way  with 
Tubes,  Lim. 

GIBSON  &  ASHFORD. 
Birmingham^  Tibtk  November  1906. 
[We  very  mnch  legret  the  error. — Ed.  A  cc(.] 

UsMllty  of  Tenant. 

{To  the  Editor  of  The  Aeeountant.) 
Sir, — I  shall  be  glad  if  you  can,  through  the  medium 
of  your  paper,  give  me  an  answer  to  the  following 
question. 

Is  a  person,  holding  premises  under  a  lease  or 
tenancy  agreement,  liable  for  the  rent  during  re-instate- 
ment  after  a  fire,  when  the  lease  or  agreement  is  silent 
upon  the  point  ? 

Thanking  you, 

I  am,  yours  foithfolly, 
^^th  November  1906.  "  I.  A." 

[Yes.— Ed.  Acct,] 

Prevention  of  Defalcations. 

[rp  the  Editor  of  Tht  Accountant.) 

Sir, — A  case  has  recently  come  to  the  knowledge  of 
one  of  my  clients  in  which  large  sums  of  money  received 
in  payment  of  Ledger  Accounts  have  been  misappro- 
priated by  an  official  of  a  company,  and  the  frauds  have 
been  undetected  for  years  by  the  auditors  (Chartered 
Accountants).  The  customers  whose  payments  have 
been  misappropriated  seem  to  have  been  in  the  habit 
of  paying  large  sums  on  account,  and  the  official  has 
kept  back  the  statements  which  would  have  been 
rendered  to  them  in  the  ordinary  coarse  and  submitted 
amended  ones.  My  client  is  unaware  as  to  whether 
there  has  been  collusion  between  members  of  the  staff, 
but  has  asked  me  to  advise  how  the  likelihood  of  a  fraud 
such  as  the  one  I  have  described  being  perpetrated 
and  remaining  undiscovered  can  be  obviated. 

It  seems  to  me  that  the  only  way  to  do  this  is  for  the 
auditor  (b^des  seeing  that  a  good  ^stem  of  internal 
check  is  in  operation)  to  have  the  statements  sent  to 
his  office  (say  half-yearly)  and  for  him  to  send  them  off 
from  there  with  a  note  thereon  asking  customers  to 


kindly  notify  dlsorepandes  to  the  anditor  at  his 

address. 

Do  you,  or  any  of  your  readers,  know  of  instances 
where  this  is  done  ? 

Yours  faithfully, 
36fA  November  1906.  A.  B. 

Consols  snd  Post  Office  5avittss  Banks. 

{To  the  Editor  of  The  Accountant.) 
Sir,— In  the  Weekly  Notes  of  your  issue  of  to-day 
yon  mention  that  the  Chancellor  of  the  Exchequer,  in 
reply  to  Sir  Howard  Vincent,  stated  in  the  House  of 
Commons  that  the  nominal  value  of  Consols  purcbaficd 
through  the  Post  Office  Savings  Bank  for  investors  in 
190S  -6  was  jf743,884,  the  amount  of  the  pnrohase-mon^ 
being  ;f  797,724  ?  This  would  seem  to  imply  that  the 
average  price  of  Consols  during  1905-6  was  at  a 
premium.  Do  not  the  figures  refer  to  the  year  1895-6, 
or  should  tTSl^lM  read  ;C^)734  ? 

Yours  truly, 

F.  C.  YOUNG. 

Sheffield,  November  z^ih  1906, 

Outside  Accountants. 

{To  the  Editor  of  The  Accountant.) 
Sir,— The  thanks  of  the  profession  generally  are  due 
to  you  for  your  leader  on  the  above  subject  It  is 
notorious  that  the  Corporation  of  Accountants  was 
founded  for  the  purpose  of  exploiting  with  the  letters 
CA.,  and  when  that  failed  should  it  not  have  been 
relegated  into  oblivion  ?  The  letters  F.R.C.A.  looks 
like  an  attempt  to  get  the  letters  CJL  in  some  way 
or  other.  Regarding  the  London  Association,  Lim., 
I  have  been  informed  of  a  case  where  a  clerk 
who  would  not  be  eligible  for  either  the  Chartered  or 
Incorporated  membership,  has  had  not  less  than  mx 
invitations  to  join  at  once.  It  is  not  by  filling  up  a 
membership  with  warehouse  or  factory  clerks,  or  by 
filching  other  people's  titles,  that  the  profession  of 
accountancy  is  to  be  elevated  or  even  saved  from 
dispute.  It  is  high  time  the  Councils  of  the  Chartered 
and  Incorporated  Societies  put  their  heads  together  to 
purge  the  profession  not  only  in  their  own  intwests, 
but  in  those  of  the  public  which  has  so  much  at  stake. 

I  am,  &c., 

2^th  November  1906.  PARS  PRO  TOTO. 

Boston  Consolidated  Qas  Compaiiy. 

{To  the  Editor  of  Tkt  Aeeountant*) 

Sir, — Your  issue  of  November  3rd  1906  has  been  laid 
before  us,  and  in  it  we  notice  a  re-publicatii^-  of  our 
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firm's  report  apon  an  audit  of  the  Bostcm  CooBoIidated 
Gas  Company. 

While  we  are  gratified  that  you  should  devote  con- 
uderable  space  to  poblishiag  this  report  in  full,  we 
regret  that  your  comment  upon  it  in  your  opening 
paragraph  was  latber  unfair  to  us  and  unjust  to  your 
Own  reputation.  Had  you  read  the  report  before  com- 
menting upon  it  you  could  scarcely  have  escaped  the 
statement,  printed  in  the  second  paragraph  on  your 
p.  561,  as  follows : — 

"  These  statements  are  given  In  consolidated  forms; 
tmt  in  a  snbddiary  report  which  we  shall  snbmit  to  you 
within  a  short  time  we  have  set  forth  all  of  these  matters 
in  complete  detail,  together  with  a  Balance  Sheet  of  the 
assets  and  liabilities  of  the  company  at  the  close  of  the 
fiscal  year,  June  30th  1906,  with  oar  comments 
thereon." 

The  fact  that,  notwithstanding  this  statement,  you 
should  have  remarked  **  we  find  it  difficult  to  believe 
**  that  accounts  that  entirely  omit  all  mention  of  the 
"  Balance  Sheet  are  representative,"  &c.,  is  explainable 
only  by  the  assumption  that  you  bad  not  read  the 
report. 

Otherwise,  if  the  purpose  of  your  comment  was 
simply  to  be  soperficially  critical,  you  have  doubtless 
accomplished  that  resolt,  but  if  a  careful  reading  of 
our  report — prepared  in  abbreviated  form  so  that  it 
might  be  published  in  accordance  with  the  Sliding-scale 
Act — did  not  disclose  to  yon  some  distinctive  merit 
worthy  of  your  favourable  comment,  at  least  in  setting 
forth  the  income  and  expenditure  statement  in 
accordance  with  the  prc^msed  standard  American 
schedule,  we  can  merely  express  our  disappointment. 

We  shall  be  quite  willing  to  furnish  the  Balance 
Sheet  of  June  3otb,  and  our  comments  thereon,  as  set 
forth  in  our  second  rep(nrt>  if  you  wish  to  publish  it. 

Very  truly  yours, 

HARVEY  CHASE  &  CO. 

Botton,  November  1906. 

fWe  regret  that  our  correspondents  should  feel 
disappc^ted,  bnt  we  can  only  repeat  that,  in  our 
opinion,  published  accounts  that  do  not  include  a 
Balance  Sheet  can  be  of  but  Umited  value.  We  are 
quite  at  a  loss  to  understand  why  the  Balance  Sheet 
should  be  issued  subsequently,  and  dealt  with  in  a 
subsidiary  report.  What  poedble  advantage  can  there 
be  in  issuing  the  accounts  of  an  undotaldng  in  serial 
form?— ED.^fvf.] 


prise  lesBws. 


The  Difference  In  ConsUtutloii  and  Relative  Advao- 
taces  of  Private  Pinna  and  Limited  Companies, 
and  the  Matters  of  Account  invirived  by  a 
Conversion. 

By  Mr.  Stewabt  Gseen. 


This  es^ay  vi<m  the  first  prize  in  the  recent  competition 
arranged  by  the  Union  of  Chartered  Accountant  Student 
Societoes. 

For  ordinary  purposes  a  private  firm  may  be  described 
as  an  association  of  two  or  more  persons  for  the  purpose 
of  trading  to  tiieir  mutual  advantage,  or  for  the  acquisition 
of  gain  by  some  other  lawful  means. 

This  description  applies  to  all  limited  companies  if  we 
substitnte  the  words  "  seven  or  more  persons  "  for  "  two  or 
more  persons,"  with  the  exception  of  certain  companies 
formed  for  the  purpose  of  promoting  science,  art,  com- 
merce, religion,  or  any  other  useful  object  which  may  be 
registered  under  certain  conditions  as  Limited  companies 
under  the  Companies  Act,  1867,  provided  that  a  declara- 
tion is  filed  that  no  dividends  or  other  gains  will  be  paid 
to  members,  but  all  gains  will  be  devoted  to  furthering 
the  object  for  which  the  company  was  formed.  These 
companies  need  not  add  the  word  "  limited  "  to  thedr  name, 
and  are  not  required  to  file  the  "Annual  Return  of 
Capital  "  and  "Summary  of  Members,"  or  the  copy  of  the 
-*  Register  of  Directors,"  which  other  companies  must  file. 
Having  briefly  noticed  the  existence  of  these  companies, 
it  will  not  be  necessary  to  again  refer  to  them,  because  no 
private  firms  exist  to  which  they  can  be  compared. 

In  spite  of  the  similarity  which  exists  between  the 
objects  of  a  private  firm  and  a  limited  company,  the 
fundamental  ideas  luiderlying  their  creation,  and  the 
methods  adopted  by  them  for  carrying  out  their  objects, 
are  as  essenttally  different  as  the  laws  under  which  they 
operate. 

Private  firms  have  existed  from  the  very  earliest  times, 
and  the  laws  relating  to  tbem  have  been  founded  on  the 
customs  of  merchants  in  their  partnership  transactions. 
These  laws  were  not  to  he  found  in  any  one  statute,  but 
were  spread  over  a  great  niunber  until  the  Partnership 
Act  was  passed  in  1890,  which  attempted  to  codify  the 
existing  law.  This  Act  is  the  chief  Act  now  in  force 
relating  to  private  firms,  bnt  other  regulations  affecting 
them  are  to  he  found  in  the  Companies  Acts  and  the  Bank- 
ruptcies Acts.  By  the  Companies  Act,  1863^  the  number 
of  members  of  a  private  firm  was  limited  to  twenty,  and 
if  the  business  of  banking  is  carried  on  by  a..Am  the 
ntuntwr  of  members  most  not  exceed  ten.     ^  o 
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Private  fixnu  are  created  by  consent;  no  special  pro- 
cedure 13  necessary  for  their  l^al  foxmatioiii  though  it  is 
usual  and  convenient  for  the  partners  to  draw  up  and 
sipi  a  wntten  document,  known  as  tt)«  Articles  of  Part- 
nership, in  which  are  set  forth  the  objects  of  the  firm  and 
the  relations  which  it  has  been  agreed  shall  exist  between 
the  partners^  and  which  further  shows  how  profits  and 
losses  are  to  be  divided.  Such  Articles  of  Partnership 
will  be  primd  facie  evidence  of  the  intention  of  the 
members  of  the  firm  in  case  of  a  dispute,  but  will  not  be 
conclusive,  because  partnersh^  does  not  require  fixed 
rules,  but  rather  depends  on  the  nuitual  relations  between 
the  partners,  and  any  former  decision  may  be  set  aside 
by  consent  of  all  the  partners,  and  such  consent  will  be 
implied  if  the  partners  have  habitually  acted  contrary  to 
the  former  decision. 

Each  member  of  the  firm  is  entitled  to  act  on  behalf  of 
and  in  the  name  of  the  firm  in  the  usual  course  of  the  busi- 
ness, except  in  so  far  as  he  may  have  contracted  with  his 
partners  to  refrain  from  taking  an  active  part  in  the 
management  of  the  firm,  or  has  contracted  not  to  do  any 
particular  act  or  thing  without  their  consent.  Every 
partner  is  responsible  for  the  acts  and  dealings  of  the  other 
partners  in  the  usual  course  of  the  business  and  within 
their  apparent  au^rity.  The  Courts  have  always 
liberally  construed  the  apparent  authority  of  a  partner, 
unless  it  is  proved  that  the  person  dealing  with  him  had 
notice  that  such  partner's  authority  was  limited,  and  of 
the  effects  or  extent  of  such  limitatioa,  at  any  rate,  in  so 
far  as  it  affects  the  transaction  in  dispute.  In  Baird's  case 
James.  L.J.,  is  reported  to  have  said,  "As  between  the 
"paitaMS  and  the  outside  world,  whatever  may  be  their 
"private  relations  between  themselves,  each  partner  is  the 
"unlimited  agent  of  every  other  in  every  matter  connected 
'with  the  partnership  business,  and  not  being  in  its  nature 
"beyond  the  scope  of  the  partner^p." 

Again,  every  partner  is  personally  responsible  for  the 
payment  of  liabilities  of  the  firm  to  tlie  full  extent  of  his 
possessions. 

Limited  companies  are  of  nkore  recent  origin,  being  first 
created  in  1855  to  meet  the  reqoirementB  of  modem  com- 
merce. Up  to  this  time  companies  havdng  a  capital 
divided  into  shares  had  no  advantages  over  private  firnts, 
except  as  regards  the  finding  of  the  capital ;  in  fact,  thpy 
have  been  thus  defined  by  no  less  an  authority  tfagn 
Lindley,  LJ. : — "A  company  is  an  association  of 
•  "members,  the  shares  of  which  are  transferable.  As  dis- 
"tinguished  from  a  partnership  I  know  of  nothing  else 
*  except  the  transferability  of  shares." 

Thus  every  shareholder,  however  small  his  interest  in 
the  company,  was  responsible  for  the  payment  of  the 
liabilities  of  the  company.  The  Act  of  1855  was  passed  to 
remedy  this  drawback  to  the  investment  of  small  savings 


in  the  rapidly  increasing  number  of  ondustidal  companies 
of  that  day.   Several  amendments  of  the  Act  were  made, 
until  in  186a  it  was  repealed  and  the  Companies  Act  of 
1863  was  passed,  and  which,  with  the  amending  Acta,  is 
still  the  law  relating  to  joint-stock  companies,  and  these 
amending  Acts  are  known  as  the  Companies  Acts,  i86a  to 
1900.  All  previous  legislation  dealing  with  companies  was 
repealed,  except  stich  as  referred  to  companies  having  a 
special  Act  of  Parliament  and  those  winch  were  incorpo- 
rated by  Royal  Charter.    Some  of  these  may  be  looked 
upon  as  limited  companies,  thou^  they  are  not  usually 
included  in  the  term,  and  it  ia  not  intended  to  deal  with 
their  peculiarities  in  this  essay,  where  the  term  "limited 
companies  "  will  be  interpreted  as  those  registered  under 
the  Companies  Acts,  i86a  to  rgoo,  and  excluding  those 
Companies  not  formed  tat  the  purpose  of  gain  previously 
alluded  to. 
The  Companies  Act,  i86a,  provided:  — 
[a]  That  any  seven  or  more  persons  associated  for  any 
lawful  purpose  may  form  an  incorporated  company 
with  or  witiiout  limited  liability. 
{b)  That  the  liability  of  the  memben  may  be  limited 
either  to  the  amount  payable  on  the  shares  sub- 
scribed for  by  them,  or  by  the  guarantee  of  each 
member  to  contribute  a  definite  sum  to  pay  tiie  debts 
and  expenses  of  the  company  in  the  event  of  it  being 
wound  up. 

(e)  That  if  the  number  of  members  of  any  company  falls 
below  seven,  then,  if  tile  company  continues  to  cany 
on  business  more  than  ax  months,  each  member  'who 
knows  that  there  are  less  tiian  seven  members  shall 
be  personally  liable  for  all  the  debts  of  the  company 
incurred  after  the  expiration  of  the  six  months. 
{d)  Regulations  for  the  management  and  admintstiatioa 

of  companies, 
(e)  Regulations  for  the  winding-up  of  ctn^anies. 
A  limited  company  is  foirmed  in  statutory  manner  by 
seven  or  more  perscms  signing  a  memorandum  of  associa- 
tion, writing  opposite  thmr  names  the  number  of  shares 
each  agrees  to  take,  no  subscriber  takiI^[  less  than  one 
share,   and   registering  such  memorandum  with  the 
Registrar  of  Joint  Stock  Companies,  who  thereupon  issues 
a  certificate  that  the  company  has  been  incorporated,  upon 
the  fees  being  paid,  such  certificate  being  condosive  evi- 
dence of  the  formation  of  the  company. 
The  memorandum  of  association  must  state  :•— 
(a)  The  name  of  the  proposed  company,  with  the  word 

"limited"  added. 
{b)  The  part  <4  die  United  Kingdom  in  iriiich  the 

registered  office  is  proposed  to  be  situated. 
(c)  The  objects  for  which  the  company  is  to  be  fbnned. 
Also  where  the  liability  of  die  n^^ers  js  liiiteed  faj 
shares  it  must  state  :—    ^  9 1  zed  by  V^OOglL 
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(if)  That  tiw  liability  of  the  membexB  ii  limited. 
(e)  The  amount  of  cs^ital  proposed  to  be  issued. 
{/)  Tbe  number  of  shares  into  whidh  the  capital  is  to  be 
divided ;  aad,  where  different  classes  of  shares  are  to 
be  issued,  tbe  aumber  &ad  value  of  each  diSereot 
class  of  shares  ought  to  be  inserted. 
And  when  the  liability  of  the  members  is  limited  by 
guarantee  the  following  declaration  is  to  be  inserted  in 
place  of  clauses  {d),  («),  and  (/) :  — 
{g)  That  eadi  member  tindertakes  to  contribute  to  the 
assets  of  dte  company  in  the  event  of  its  being 
wound  up  wtulst  he      a  member,  or  within  twelve 
months  after  he  ceases  to  be  a  member,  such  a  sum, 
□ot  exceeding  a  specified  amount,  as  may  be  required 
to  pay  the  debts  and  liabilities  of  the  company  con- 
tracted before  he  ceased  to  be  a  member  and  the 
costs  and  expenses  of  winding  up  the  company  and 
for  Uie  adjust2ient  of  the  rights  of  tbe  contribulories 
amongst  themselves. 
When  the  memorandum  of  association  has  been  signed 
and  registered  it  may  only  be  altered  subject  to  certain 
conditions,  and  for  certain  definite  purposes,  which  are  as 
follows : — 

(a)  To  change  the  name  of  the  coonpany.  The  special 
resolution  passed  by  the  company  nnist  receive  the 
consent  in  writing  of  the  Board  of  Trade  before 
being  registered. 

{i\  To  increase  tbe  ca{>ital  of  the  company  by  the  issue  of 
new  shares. 

(e)  To  conitolidate  and  divide  the  existing  shares  into 

shares  of  larger  amount 
(d)  To  convert  the  paid-up  capital  into  stock  or  to 

reconvm  the  stock  into  shares. 
In  the  last  three  cases  it  is  necessary  that  authority  to 
make  such  alteration  is  contained  in  the  memorandum  of 
association,  or  in  the  articles  of  association,  whether  as 
oiiginally  drawn  up  or  as  amended  by  special  resolution. 
(«)  To  reduce  the  capital  of  the  company  by  the  amount 
proved  to  have  been  lost.   By  a  special  resolution 
confirmed  on  petition  by  a  Judge  of  the  High  Court. 
Such  a  scheme  must  provide  for  the  payment  of 
creditors,  and  be  equitable  as  between  different 
classes  of  share  and  debenture-holders. 

If  tbe  petition  be  confirmed  an  order  vrill  probably 
be  made  that  the  company  add  to  its  name  for  a 
limited  period  the  words  "  and  reduced." 
(/)  By  special  resolution  confirmed  on  petition  by  the 
Court  which  would  have  jurisdiction  on  a  petition  to 
wind  up  the  company. 

To  enlarge,  restrict,  or  abandon  any  of  its  objects 
or  the  area  of  its  operations. 

To  enable  the  company  to  cany  on  its  business 
more  economically  or  efilciently,  or  to  add  some 


other  business  or  bnadnesses  wbich  may  conveniently 
be  combined  with  the  existing  objects ;  or. 

To  attain  its  main  purpose  by  new  or  improved 
means. 

It  is  veiy  necessaiy  therefore  that  the  memorandum  of 
association  should  clearly  and  fully  define  the  objects  of 
the  company  and  the  powers  which  it  is  intended  it  shall 
have,  otherwise,  at  some  future  time,  there  may  be  an 
insuperable  difficulty  in  extending  the  business  as  desired, 
or  the  company  may  find,  say,  that  k  has  no  power  to 
manufacture  some  article  used  in  the  business  whoch  has 
previously  been  purchased  completed,  and  which  the  com- 
pany now  has  the  opportunity  of  manufacturing  cheaper 
than  it  can.  buy.  It  has  been  decided,  however,  by  liie 
Courts  thait,  when  a  company  is  fonned  for  a  particular 
purpose  and  also  has  power  to  undertake  all  kinds  of 
similar  things,  if  diat  particular  purpose  fails,  or  when 
it  has  been  completed,  then  the  company  has  no  power  to 
turn  aside  or  continue  to  carry  on  sinular  undertakings, 
because  the  particular  purpose  is  what  the  shareholders 
subscribed  the  money  for  and  all  other  objects  are 
subordinate.  {Re  German  Date  Cofee  Company  (ao  Ch.D. 
169)  and  Stephens  v.  The  Mysore  Reefs,  &v.,  Co.  (1902, 
I  Ch.  745).) 

In  a  similar  case  Warrington,  J.,  has  decided  that  a  com- 
pany ia  acting  infra  vires  in  carrying  on  a  similar  under- 
taldng  where  the  memorandum  of  association  authorises 
it,  even  though  the  [»imaiy  object  of  the  company  has 
been  abandoned,  so  tfiat  the  law  on  this  point  seems  to  be 
rather  unsettled.  {Pedlar  v.  Road  Block  Gold  Mines  of 
India  (1905,  a  Ch.  427).) 

The  memorandum  of  association  must  be  contrasted  with 
the  articles  of  partnership  of  a  private  firm,  so  far  as  the 
latter  relate  to  the  objects  of  the  firm,  and  the  articles  of 
association  of  a  Idmiled  company  take  the  place  that 
portion  of  the  articles  of  partnership  which  deals  with  the 
internal  conduct  of  the  business. 

Every  company  limited  by  guarantee  must  file  articles  of 
association  at  tbe  same  time  as  the  memorandum  of  asso- 
ciation, and  other  limited  companies  may  but  are  not 
obliged  to  do  so,  in  which  case  the  regulations  contained 
in  "Table  A  *'  of  the  First  Schedule  of  the  Companies  Act, 
1862  (recently  amended  by  Board  of  Trade  acting  on 
the  suggestions  of  the  Committee  appointed  by  them  "to 
"inquire  what  amendments  are  necessary  in  the  Acts 
"relating  to  joint-stock  companies,"  and  under  powers 
conferred  on  the  Board  of  Trade  by  Section  71  of  the 
C<Hnpanies  Act.  1863,  to  alter  Table  A  as  th^  deem 
desirable,  such  alteration  taking  the  place  of  the  old  Table 
A  as  regards  all  companies  registered  on  or  after  October 
lat  1906)  take  the  place  of  articles  of  association. 

The  matters  to  be  deal^.g^th^  gjOfe^^g^e"' 
association  include : —  O 
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(i)  The  division  of  the  capital  into  sfaares,  and  how 
these  are  to  be  held  and  transferred,  and  the  jho- 
cedure  to  be  adopted  in  making  calls  upon  them, 
also  if  and  how  they  may  be  forfeited,  and  the 
manner  in  which  the  holders  are  to  be  entitled  to 
share  in  the  profits. 

(a)  Sileetings  of  the  shareholders,  stating  how  and  ^en 
they  may  be  called,  and  what  business  may  be  done 
at  general  meetings  and  what  at  special  meetings; 
also  how  the  chairman  is  to  be  chosen  or  elected,  and 
how  and  in  what  proportions  the  members  may 
record  their  votes. 
'  (3)  The  directors  ;  how  they  are  to  be  elected  ;  their  tenn 
of  office  and  powers  and  duties  ;  how  and  under  what 
circumstances  they  may  be  removed ;  and  sometimes, 
also,  how  they  are  to  be  remunerated ;  and 

(4)  Such  other  matters  as  may  be  deemed  necessaiy  ot 
expedient. 

The  articles  of  association  of  a  company,  unlike  the 
memorandum,  may  at  any  time  be  altered  by  special 
resolution,  and  the  ccHnpany  or  ^e  shareholders  cannot 

contract  away  this  right  of  alteration.  Thus,  if  there  are 
different  classes  of  shares  in  the  company  subscribed  for, 
unless  the  rights  and  privileges  of  the  different  classes 
are  set  out  in  the  memorandum  of  association  they  are 
subject  to  this  power  of  alteration  of  the  articles  of 
association. 

A  member  of  a  liionited  company — i.e.,  a  shareholder — 
has  no  right,  as  such,  to  interfere  in  the  general  manage- 
ment of  the  business,  all  such  rights  and  the  necessary 
powers  and  duties  being  vested  in  a  committee  of  share* 
holders,  known  as  "the  directors."  The  first  directors  are 
usually  named  in  the  articles  of  association,  and  vacancies 
are  filled  in  accordance  with  the  r^ulations,  if  any,  also 
contained  in  the  articles,  or,  in  default,  by  the  company  in 
general  meeting. 

A  share  in  a  limited  company  is  transferable  in  some 
few  cases  by  delivery  of  the  share  certificate,  but  more 
generally  by  a  written  instrument,  which  is  executed  and 
signed  by  both  parties  to  the  contract,  and  delivered  to  the 
company,  who  thereupon  enter  the  purchaser  or  transferee 
of  the  shares  as  the  holder  of  same  in  the  Register  of 
Members,  at  lihe  same  time  removing  the  name  of  the 
vetkdor  or  transferor  from  the  register  with  taspect  to  the 
shares  transferred,  and  also  on  the  certificate  for  the 
shares  being  giveti  up  to  the  company  they  vrill  issue  a 
new  certificate  to  the  new  member,  certifying  that  he  is  the 
holder  of  certain  shares,  and  staiting  the  consecutive 
numbers  of  them,  and  also,  if  necessary,  a  certificate  for 
the  balance  to  the  XTKoaietot.  The  new  shareholder 
becomes  liable  for  any  calls  not  yet  made  on  the  shares 
acquired  by  him,  and  the  transferor  remains  liable  for 
all  calls  made  but  not  paid  on  such  shares,  unless  and 


until  the  new  member  pays  such  arrears  of  calls.  The 
transferor  also  remains  liable  to  be  placed  on  the  "  B  "  list 
of  contributories  should  the  company  go  tnto  liquidation 
within  twelve  months  of  the  transfer.  In  such  a  case  the 
position  is  this: — The  new  member  is  liable  for  all  calls 
which  may  be  made  on  the  shares  by  the  liquidator ;  but 
.ihould  he  fail  to  pay  all  or  any  p<»tu>n  oi  any  call  made 
upon  him,  the  tran^eror  becomes  liable  to  make  good 
the  deficiency  caused  by  his  transferee's  default,  bu*  only 
to  such  an  extent  as  may  be  necessary  to  meet  liabilities 
which  existed  before  he  ceased  to  be  a  munber. 

A  member  of  a  private  firm,  on  the  other  hand,  may  not 
part  with  his  share,  nor  may  a  new  partner  be  introduced 
without  the  consent  of  all  the  partners,  and  a  new  partner 
is  not  liable  for  any  debts  incurred  before  he  became  a 
member,  unless  he  holds  himself  out  or  allows  himself  to 
t)e  held  out  as  so  liable  ;  whilst  a  retiring  partner  is  liable 
for  all  debts  contracted  before  he  retires,  unless  the 
creditor  to  whom  any  particular  debt  is  dne  has  accepted 
the  new  firm,  by  implication,  or  otherwise,  as  responsible 
for  it.  A  partner  retiring  from  a  firjn  may  be  held  liable 
for  future  debts  contracted  by  the  firm  if  the  creditor 
believed  him  to  be  still  a  member  when  the  debt  was 
contracted.  To  guard  against  this,  notice  must  be  given 
to  all  persons  having  dealings  with  the  firm,  and  notice 
must  also  be  published  in  the  London  Gauttt,  which  is 
good  notice  to  all  other  persons. 

The  estaite  of  a  deceased  partner  is  not  liable  for  debts 
contracted  by  the  firm  after  his  decease,  and  where  a 
deceased  partner's  capital  is  left  in  the  business,  and  a 
fixed  interest  is  paid  on  it  to  his  wife  or  children  in  the 
event  of  the  bankruj^cy  of  the  firm,  the  wife  and/or 
children  will  be  deferred  creditors,  and  not  entitled  to  any 
part  of  the  assets  until  all  otAer  creditors  have  received 
20s.  in  the  £,  although  they  are  not  really  partners. 

U  is  a  common  praclioe  for  the  vendor  of  a  business  to 
a  private  firm  to  leave  part  of  the  purchase-price  in  the 
busiiwss  as  a  loan  at  interest,  which  may  or  may  not  vary 
according  to  the  profits  earned,  or  for  the  parchase-money 
to  be  repayiU}le  by  instalments.  The  vendor  does  not 
thereby  become  a  partner,  though  in  case  of  the  bank- 
ruptcy of  the  firm  he  is  only  a  deferred  creditor  for  the 
balance  of  the  loan. 

Other  methods  of  rainng  loans  which  may  be  adopted  by 
private  firms  are  by  way  of  a  mortgage  on  specific  pro- 
perty, or  by  an  equitable  charge  on  specific  property  or 
book  debts,  or  by  executing  a  bill  of  sale  of  specific  pro- 
perty, or  by  obtaioii^  a  loan  on  the  personal  security  of 
some  or  all  of  the  partners  or  their  friends. 

The  methods  open  to  a  limited  company  are  by  way  of 
mortgage  on  specific  property,  by  an  equitable  charge  on 
specific  property,  by  the  issue  of  de1ieotu»s<c(j0hjch  may 
take  the  form  of  a  bat^'^ktti^t^  Vp^.^i^JliJr  give  a 
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chaige  on  specific  proper^>  or  even  on  the  floalin;  usets 
or  uncalled  capital  of  the  company),  or  by  bonowiog  on 
the  ffuaiantee  of  the  directors  or  any  other  pwrsons  will- 
ing to  guarantee  the  loan.  Calls  paid  in  advance  aze  really 
loans  at  a  fixed  rate  of  inAerest. 

Having  now  tonched  upon  tiM  chief  points  of  difference 
in  the  creation,  construction,  and  management  of  private 
firms  and  limited  companies,  and  the  powers,  duties*  and 
liabilities  of  the  members,  there  remains  to  be  considered 
the  question  of  nbga  and  how  they  may  be  brought  to  a 
close  and  wound  up  before  dealing  with  their  relative 
advantages. 

Subject  to  any  agreement  between  the  members  of  a 
private  firm:  — 

[a)  When  no  fixed  term  has  been  agreed  upon  for  the 
duration  of  a  partner^p  any  partner  may  determine 
the  partnership  at  any  time  by  notice  in  writing  to 
all  the  other  partners  of  his  intention  to  do  so ;  and, 
unless  the  notice  states  the  date  from  which  it  is  to 
operate,  the  partnership  is  dissolved  from  the  date  of 
ibe  notice. 

(i)  If  a  fixed  term  has  been  agreed  upon  the  partnership 

is  disserved  at  the  expiration  of  the  period  fixed. 
{<)  If  entered  into  to  carry  out  a  single  object,  the  part- 
nership is  dissolved  by  the  termination  or  realisation 
of  such  object. 
^d)  The  partnership  is  dissolved,  as  regards  all  the 
partnert,  by  the  death  or  bankruptcy  of  any  partner  ; 
Of  if  any  partner  allows  his  share  to  be  charged  for 
a  separate  debt,  the  paitaership  may  thereupon  be 
disserved  at  Ae  option  of  any  of  the  other  partners. 
If  the  members  of  a  finn  continue  in  partnership  after 
the  dissoluticHi  automatically  brought  about  by  any  of  the 
above  causes,  the  partnersbip  becomes  a  partnership  at 
will,  and  may  be  terminated  by  any  of  the  partners  in 
accordance  with  clause  {a)  above,  notwithstanding  any 
clause  in  the  original  partnership  agreement  to  the 
contraiy. 

The  inrtnership  is  in  every  case  dissolved  by  the 
faappenii^  of  any  event  which  makes  it  unlawful  Ux  the 
business  of  the  firm  to  be  carried  on,  or  for  the  members 
cf  the  firm  to  carry  it  on  in  partner^ip. 

The  Court  may  decree  a  dissolution  of  the  partnership 
on  the  ai^lication  of  any  partner  whenever — 

{a)  Any  partner  is  found  lunatic  or  of  permanently 
on  sound  mind  (the  application  may  be  made  on 
behalf  of  the  partner  so  found  lunatic  or  of  unsound 
mind  by  his  next  friend,  or  committee). 
{b)  A  partner  other  than  the  applicant  has  become  in 
any  other  way  pennanently  incapable  of  performing 
bis  part  of  the  contract. 
{e)  A  partner,  other  than  the  applicant,  has  been  guilty 
of  such  conduct  as  in  the  opinion  of  the  Court, 


regard  being  had  to  the  nature  the  business,  is 
calculated  to  prejudicially  affect  the  carrying  on  of 
flu  business. 

[d)  A  partner,  other  than  the  ^pUcant,  wilinUy  or 
persistently  breaks  the  partnecdiip  agrewent,  or 
othrawise  so  conducts  lumself  in  matters  relating  to 
the  partnership  business  that  it  is  not  reasonably 
practicable  for  the  otiier  partner  or  partners  to  carry 
on  the  business  in  partnership  with  him. 

(e)  The  business  can  only  be  carried  on  at  a  loss. 

(/)  Any  other  circumstances  have  arisen  which,  in  the 
opinion  of  the  Court,  render  it  Just  and  equitable  Uiat 
the  partnership  be  dissolved. 

After  dissolution  the  ri^^ts  and  duties  of  the  partners 
and  their  power  to  bind  the  firm  continue,  so  far  as  may 
be  necessary  to  wind  up  the  affairs  and  complete  contracts 
begun  but  unfindshed  at  the  date  of  dissolution.  Tltis 
power  does  not  continue  to  a  partner  who  has  become 
bankrupt,  Ihongh  if  any  other  partner  has  represented 
himself  as  in  putnenhip  with  ifre  baiAmpt  he  cannot  plead 
this  as  a  ditfence  to  an  aotiott  seeking  to  make  him  Uable 
on  a  transaction  entered  into  with  the  bankrupt  ostensibly 
in  the  name  oi  the  firm. 

On  the  disaolutioni  of  a  paztnerslup  every  partner  Is 
entitled  as  againat  all  the  other  partners,  and  all  persons 
claiming  through  them,  to  have  the  property  of  the  firm 
applied  in  payment  of  the  liabilities  of  the  firm,  and  any 
surplus  after  such  payment  applied  in  pa3rmettt  of  what 
may  be  due  to  the  partners  respectively  for  advances  as 
distinct  from  capital,  and  then  in  payment  of  what  may  be 
due  to  Uhem  respectively  for  capital,  ftc,  and  for  this 
piupose  any  pitrtner  or  his  representative  may  apply  to 
the  Court  to  wind  up  the  business  and  affairs  of  the  firm. 
In  such  cases  the  Court  will  appoint  a  receiver  of  tiie  part- 
nership property,  who  becomes  an  officer  of  the  Court  and 
responsible  to  the  Court  for  the  realisation  of  the  partner- 
ship property  and  for  its  disposal  as  the  Court  directs. 

Limited  companies  may  be  wound  up  by  ordinary 
resolution  of  the  company  whenever — 

(<z)  The  period,  if  any,  fixed  for  the  duration  of  die  com- 
pany by  the  memorandum  or  articles  of  association 
has  expired. 

[b)  The  event,  if  any,  occurs  upon  the  occurrence  of 
vrfiich  it  is  provided  by  the  memorandum  or  articles 
of  association  that  the  company  may  be  wound  up 
voluntarily. 

[e)  The  objects  of  the  company  as  set  forth  in  the 
memorandum  of  association  have  been  acoompilished. 

Limited  companies  may  also  be  wound  up  voluntarily 
whenevei^ 

(a)  The  company  has  P<t?«>^^eg 

requiring  flie  company  toM  wound  tqx  vc^mfunly. 
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{i)  The  conqwny  has  passed  an  eztiaordkiaiy  resotntion 
to  die  effect  that  it  has  been  proved  to  the  satisfac- 
tion of  the  company  that  it  caanot,  by  reason  of  its 
liabilities,  continue  its  business,  and  that  it  is 
advisable  to  wind  up  the  same. 

On  the  passing  of  such  a  resolirtion  fiie  company  mast 
cease  to  cany  on  its  business,  except  so  far  as  may  be 
necessary  for  the  beneficial  winding  ap  thereof,  and  on  the 
appointment  of  a  liquidator,  iriiich  may  be  done  by  the 
same  or  any  subsequent  meetang  of  shardiolders,  (he 
powers  and  duties  of  the  directors  cease  and  vest  in  the 
liquidator.  If  the  resolution  is  a  special  one  it  must  be 
printed,  and  a  copy  signed  by  the  chairman  or  otiier  officer 
of  the  company  filed  wiA  the  Registrar  of  Joint  Stodc 
companies  within  fifteen  days,  and  whether  Uie  resolution 
be  special  or  extraordinary  it  must  be  advertised  in  the 
London  GoMetie. 

The  liquidator  may  call  meetings  of  shafeholders  when* 
evn  he  may  consider  necessary,  and  must  do  so  at  the 
expiration  of  every  year  from  the  date  of  the  winding-up, 
and  present  fais  accounts  for  the  year. 

All  transfers  of  shares  are  void  if  made  after  the  com- 
mencement of  the  winding-up,  unless  made  with  the 
sanction  of  the  liquidator. 

The  company  continues  to  exist  in  its  corporate  capacity 
durii^  the  liquidation,  and  the  liquidator  may  sell  the 
business,  or  part  of  (he  property  in  exchange  for  shares 
in  another  company,  if  he  obtain  the  sanction  of  a  special 
resolution  of  the  company. 

When  the  liquidation  is  concluded  and  the  assets  of 
the  company  have  been  realised,  and  the  liquida;tor  has 
applied  them  in  payment  of  the  expenses  of  the  liquida- 
tion and  in  payment  of  the  liabilities  of  the  company,  and 
distributed  the  surplus,  if  asjr,  to  the  contributories,  he 
must  call  a  final  meeting  of  the  company  and  present  his 
accounts,  at  the  same  time  applying  for  bis  release.  The 
meetmg  must  be  advertised  for  one  month  previous  to 
being  held  in  the  London  Gauite.  The  liquidator  should 
^ply  for  instructions  as  to  the  disposal  of  the  books  and 
accounts  of  the  company  at  such  meeting,  or  otherwise  he 
must  keep  them  five  years  and  may  then  destroy  them. 
After  the  meeting  he  must  send  a  report  of  the  meeting  to 
the  Registrar  of  Joint  Stock  Companies,  together  with  a 
copy  of  his  accounts.  At  the  end  of  three  months  the 
company  will  be  deemed  to  be  dissolved,  and  will  be 
struck  off  the  register. 

Any  one  or  more  of  the  creditors  or  contributories  of  a 
limited  company,  or  the  con^nny  itself,  may  present  a 
petition  to  the  Court  to  wind  up  the  company  compulsorily 
whenever — 

(i)  The  company  has  passed  a  special  resolution  th^ 
it  be  wound  up  by  the  Court. 


(a)  A  company  does  not  commence  busmess  witliin 
tw^ve  months  from  the  date  of  its  incorporation,  or 
suspends  business  for  the  space  of  a  whole  year. 

(3)  The  number  of  members  is  reduced  below  seven. 

(4)  The  company  is  unable  to  pay  its  debts. 

(5)  There  is  any  other  reason  irtiich  seems  jnst  and 
equitable. 

The  liquidator  is  appointed  by,  and  is  an  officer  of,  the 
Court,  who  will  have  regard  to  the  wishes  of  separate 
meetings  of  creditors  and  contributories  in  making  the 
appointment.  The  results  are  the  same  as  in  voluntary 
liquidation  in  respect  to  the  status  of  the  company  and 
its  directors,  &c.,  but  the  resolutions  of  shardiolders  in 
general  meeting  are  subject  to  the  confirmatim  and 
approval  of  the  Court  before  taking  effect. 

The  Uqnidatra  obtains  his  release  from  the  Board  of 
Trade  after  prevdously  giving  notice  to  all  creditors  who 
have  proved  thetr  debts>  and  to  all  contributories,  of  his 
intention  to  apply.  The  Board  of  T^ade  prepare  a  report 
on  fais  accounts  and  take  into  account  any  objection  urged 
by  aay  person  interested,  and  then  grant  or  withhold  the 
release.  Hie  liquidator  has  the  right  ai  a^wsl  to  the  High 
Court  if  the  release  is  withhdd.  When  the  liquidation  is 
completed  and  the  affairs  of  the  company  are  completely 
wound  up,  the  Court  makes  an  order  that  the  company  be 
dissolved  from  date  of  such  order,  and  the  company 
^ball  be  disserved  accordingly. 

Some  of  tiie  relative  advantages  and  disadvantages  of 
private  firms  have  been  incidentally  mentioaed  in  con- 
sidering the  differences  in  their  constitution,  but  there  are 
others  equally  deserving  of  consideration.  ■ 

The  advantage  to  the  persons  carrying  on  a  business  of 
being  in  paitnar^iof)  as  a  private  firm  may  be  thus 
summarised :  — 

(a)  The  business  is  kept  as  private  as  may  be  desired. 

{b)  The  construodon  of  the  firm  is  more  elastic,  and  the 
objects  to  be  carried  out  and  the  regulations  under 
which  they  axe  carried  into  effect  may  be  more 
readily  varied  or  changed  to  meet  new  circumstances. 

((■)  Fewer  members  are  required. 

[d\  The  fees  and  stamp  duties  on  incorporation  are  prac- 
tically avcHded.  and  this  may  be  a  serious  considera- 
tion in  a  concern  of  very  small  magnitude. 

(«}  There  are  no  returns  to  be  made  of  alterations  in  the 
c^tal  and  no  annual  returns  of  the  memben. 

The  advanta^s  to  the  people  putting  money  into  a 
limited  company  as  compared  with  a  private  firm  are  more 
important,  and  may  be  summarised  thus: — 

(a)  Their  liabili^  is  limited. 

(b)  The  number  of  members  is  unlimited,  and  may  be 
varied  witfiout  altering  the  constitution  of  the  firm, 
so  long  as  there  are  always  seven  or  more  membns. 

(c)  A  company  has  a.p^»^et^al^^i^^sion,  and  in  its 
corporate  c^>acii^'4Day  nt^d  propeirtjiiOBtc.,  thereby 
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obviating  the  difficulties  and  the  risks  and  costs 
incurred  in  transferring  property  standing  in  the 
names  of  the  individual  members  of  a  firm  in  case  of 
the  decease  of  &  member. 

(4)  The  decease  or  bankruptcy  of  a  member  does  not 
create  a  cause  oi  dissolutioo. 

(*)  Borrowing  powers  are  increased  by  the  facilities  pro- 
vided for  issuing  debentures  secured  by  a  charge  on 
floating  assets,  without  preventing  them  being 
dealt  with  in  the  ordinary  course  of  business. 

(/)  Better  terms  of  credit  can  usually  be  obtained  b;  a 
company  tiian  by  a  private  firm. 

{g)  If  a  lange  capital  is  required,  shares  or  deben-tures 
can  be  easily  offered  to  the  public  for  subscriptaon. 

[A]  By  having  shares  of  small  value,  workmen  employed 
in  the  business  can  be  encouraged  to  invest  part  of 
their  savings  in  the  business,  and  this  usually  has 
very  beneficial  effects  on  the  results  of  the  business. 

There  are  also  advantages  to  persons  having  dealings 
with  a  company  as  compared  witb  a  private  firm,  and  these 
indirectly  benefit  the  members  of  the  company  owing  to 
the  increased  confidence  thereby  induced.  Amongst  these 
may  be  mentioned :  — 

(1)  The  facilities  provided  for  ascertainang  the  amount  of 
capital  employed  in  &e  business. 

(3)  The  facility  for  persons  intending  to  have  dealings 
with  the  company  to  inspect  the  Register  of 
Mortgages  and  Qiarges  created  and  given  by  the 
company  on  its  property  and  undertaking  (specific 
mortgages  of  fixed  property  are  only  entered  on  the 
register  kept  at  the  registered  office  of  the  company, 
and  this  can  only  be  inspected  by  members  and 
persons  who  are  already  creditors). 

(j)  The  Register  of  Members,  and  also  the  Roister  of 
Directors  may  be  inspected,  whereas,  thou^  when 

any  person  brings  an  action  gainst  a  private  firm 
he  may  demand  that  the  names  and  addresses  of  all 
the  partners  be  given  him,  there  is  no  other  means  of 
finding  out  who  are  the  partners  in  a  firm  to  whom  a 
person  is  giving  credit  or  with  whom  he  has  other 
transactions. 

Again,  a  company  must  have  a  registered  office,  to  which 
all  notices,  writs,  or  other  communications  may  be 
addressed^  so  that  there  is  no  difficulty  for  persons  who 
may  have  had  dealings  with  a  company  in  tracing  it,  even 
though  it  may  have  moved  about. 

The  memorandum  and  articles  of  association  of  a  com- 
pany are  open  to  inspection,  and  every  one  having  trans- 
actions  with  a  company  is  deemed  to  have  notice  of  all 
matters  contained  in  its  memorandum  and  articles  of  asso- 


ciation (every  special  resolution  has  to  be  printed,  and  a 
copy  filed  with  the  Registrar,  and  a  co|^  inserted  in  eveiy 
copy  of  the  memorandum  and  afticles  issued  after  that 
date),  and  in  consequence  no  action  against  a  company 
based  on  a  contract  entered  into  with  it  which  is  incon- 
sistent wi^  its  memorandum  and  articles  of  association 
can  be  sustained.  Though  if  a  certain  act  or  tiung  must, 
according  to  the  regulations  of  the  company,  be  done  in  a 
certain  manner,  a  person  who  is  not  aware  that  it  was  not 
so  done  is  entitled  to  assume  that  all  has  been  rightly 
done  and  to  the  benefit  of  the  contract  so  entered  into. 

If  the  directors  do  an  act  which  the  company  has  no 
power  to  dg  they  will  be  personally  responsible;  but  if 
the  company  has  power  to  do  such  act,  though  the  directors 

have  not,  it  is  possible  for  the  company  in  general  meeting 
to  adopt  and  ratify  such  action  of  the  directors. 

It  is  impossible  in  an  essay  of  this  kind  to  enumerate  all 
the  possible  differences  in  constitution,  or  all  the  relative 
advantages  of  private  finns  and  limited  companies,  and  in 
particular  ^e  latter,  because  they  naturally  vaiy  accord- 
ing to  the  exact  circumstances  in  each  instance,  but  it  is 
believed  that  tiie  most  important  differences  and  advan- 
tages, and  those  of  most  general  application,  have  been 
mentioned  and/or  compared. 

The  matters  of  account  involved  in  the  ciHiversion  of  a 
private  firm  into  a  limited  company  may  be  separately 
considered  in  respect  to  how  they  affect  the  two  chief 
parties  to  the  transaction,  there  b^ng  no  accounts  really 
involved  with  respect  to  the  provisional  contracts  entered 
into  with  the  agent  or  trustee  for  the  proposed  company. 

The  private  firm  are  the  vendors  of  their  business,  and 

they  usually  wish  to  make  a  profit  out  of  the  transaction. 
This  profit  is  the  sum  which  the  company  will  be  asked  to 
pay  for  goodwill.  Hie  price  to  be  paid  will  vary  accord- 
ing to  whether  the  company  agree  to  pay  all  or  any  of  the 
debts  and  liabilities  of  the  firm.  Asstiming  that  the  price 
has  been  fixed  and  the  company  formed,  and  the  firm  have 
done  everything  necessary  to  vest  the  property  sold  in  the 
company,  the  company,  to  complete  their  part  of  the  con- 
tract, will  issue  shares  or  debentures  credited  as  partly  or 
fully  paid  up  to  the  members  of  the  firm ;  and  in  order  to 
pay  the  balance  payable  in  caah,  if  any,  they  must  issue 
further  shares  or  debentures  for  cash,  leaving  themselves 
a  sufficient  margin  to  pay  ^e  expenses  of  floating  the 
company,  unless  these  have  been  paid  by  the  vendors,  and 
also  to  provide  working  ci^ital. 

In  the  books  of  the  firm  an  account  will  be  opened  with 
the  company,  to  which  all  the  accounts  of  assets  sold  to 
and  liabilities  taken  over  and  payable  by  the  company 
must  be  transferred  at  .the  agreed  price.  This  account  will 
be  closed  eventually  by  the  postii^s  irom  the  appropriate 
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subsidtaiy  books  of  the  cash  and  shares  or  other  the 
purchase-price  when  received.  The  balances  of  &e  other 
accounts  of  assets,  &c.,  not  closed  by  the  transfer  made  to 
this  account  will  then  be  closed  by  a  transfer  to  a 
"  Realisation  Account."  the  balance  of  which  will 
nMiinately  be  transferred  to  the  accounts  of  the  various 
partners  in.  the  appropriate  proportions,  and  the  partners' 
accounts  will  be  closed  when  the  entries  are  made,  low- 
ing the  division  of  the  cash,  shaies.  Ac.,  thus  closing  the 
accounts  of  the  partnership. 

The  proceeds  of  the  sale  must  be  applied  to  the  discharge 
of  all  the  liabilities  of  Ifae  firm  which  the  company  may  not 
have  agreed  to  pay,  and  then  divided  amongst  the  partners 
in  accordance  with  the  terms  of  the  partnership  deed,  or, 
failing  auch  terms,  in  accordance  with  Section  44  (^)  of  the 
Partner^p  Act,  1890,  which  reads  as  follows: — 

"In  settling  accounts  between  the  partners  after  a  dis- 
solution of  partnership  the  following  rules  shall,  subject 
to  any  i^vnnent,  be  observed :  — 

(A)  The  assets  of  the  firm,  including  the  sums  (if  any) 
contiibuted  by  Hhe  partners  to  make  up  losses  or 
deficiencies  of  capital,  shall  be  a{^Lied  in  the 
following  manner  and  order :  — 

(i)  In  paying  the  debts  and  liabilities  of  the  firm  to 
persons  who  are  not  partners  therein. 

(3)  In  paying  to  each  partner  rateably  what  is  due 
from  the  firm  to  him  for  advances  as  dis- 
tii^uiahed  from  capital. 

(3)  In  paying  to  each  partner  rateably  what  is  due 
from  the  firm  to  him  in  respect  of  capital. 

(4)  The  ultimato  residue,  if  any,  shall  be  divided  in 
the  same  proportion  as  profits." 

Section  24  (1)  provides  that  "subject  to  agreement  all 
"partners  share  equally  the  capital  and  profits  and  con- 
"tribute  equally  towards  losses." 

Example. — ^A.  and  B.  are  partners  in  the  firm  A.  &  Co., 
sharing  profits  as  to  A.  two^thirds  and  B.  one-third. 
On  31st  December  1905  their  Balance  Sheet  ^ws  Free- 
hold Land  and  Buildings,  ;f  10,000 ;  Plant  and  Machinery, 
j^g.Soo;  Stock,  ^s.ooo;  Sundry  Debtors,  ;^7,5oo;  Sundry 
Creditors,  £3,000;  Due  to  Bankers,  ;£i,ooo ;  A.  Capital 
Account,    18,000 ;  B.  Capital  Account.  ;£'io,ooo. 

X.  &  Co.,  Lim.,  with  a  ncHninal  capital  of  ;^5o,ooo  in  ;^io 
shares  is  fonned  to  acquire  the  business  from  ist  January 
1906  for  35.000,  payable  as  to  £7,000  in  cash  and  ;f  28,000 
in  fully  paid  Glares. 

j£xo,ooo  is  paid  for  Goodwill.  £i,ooa  is  reserved  for  Bad 
Debts,  and  j£'i,ooo  is  taken  off  the  Balance  Sheet  figure 

of  the  Stock,  and  ^^2,000  oS  the  Plant  and  Machines^,  the 
company  to  pay  the  trade  creditors  but  not  the  bankers. 


The  following  JouriLal  entries  are  neceaaaxy  to  record 
these  liansactions  in  the  books  of  A.  &  Co. : — 


1906 
Ju.  I 


Mar.  I 


Snndiy  CreditoiB      ..      ..Dr.  to 

X.  &  Co.,  Lim  

Being  the  liabilities  of  A.  &  Co., 
which  X.  &  Co.,  Lim.,  agree  to  pay 
under  the  purchue  agreameot. 


X.  &Co.,  Lim  Dt.to 

Sundries  :— 
Freehold  Land  and  Bolldlngi 

Account   

Plant  and  MacbiDOiy  Account 
Stock-in~Trade  Account 
Sundry  Debton 
Realisation    Account  (for 

Goodwill)   

Being  the  purcbaae-price  of  the 
assets  Included  in  the  aale  of  the 
bntirtsn  to  X.  ft  Co.,  Lim, 


Realisation  Account    . .      .  .Dr.  to 
Sundries : — 
Plant  and  Machinery  Account 
Stock-in-Trade  Account     . . 
Sundry  Debton 
Being  losses  incomd  on  tbeade 
to  X.  ft  Co.,  Um. 


Realisation  Account   . .      .  .Dr.  to 
Sundries : — 
"A"  being  |  share  of  net 

wofit  on  sale  

"B"  being  }  ohan  ef  net 


proi 


.  i  1 

ifit  on  safe. 
Co.,  Lim. 


Sundries : — 

A  Dr.  to 

B  Dr.  to 

X.  ft  Co.,  Lim. 

Bein^  1,900  and  900  ftilljr  paid  up 
shares  in  X.  &  Co.,  Lim.,  issued  to 
A.  and  B.  req^tivdy  as  part  pay- 
ment of  the  purchase  price  of  the 
business. 


Cash   Dr.  to 

X.  ft  Co.,  Um  

Bring  balance  of  the  porchaae- 
priee. 


Smidriea:— 
Bankers 

A.  .. 

B.  .. 


Cash 


f  s  d 
3,000  o  o 


38,000  o  o 


£  s  d 
3,000  o  o 


10,000 

7,500 
4,000 
6.500 


4,000  o  o] 


38,000  o  o 


2,000  o  o 
i,oeo  o  o 
1,000  o  o 


6,000  o  o 


19,000  o  o 
9,000  o  o 


4,000  o  o 
1,000  o  o 
6,000  a  o 


38,000  o  o  1 28,000  o  o 


7,000  o  o 


7,000  o  e 


lz)r.  to  3 
J  3 


,000  o  o , 
3,000  o  o 
3,000  o  o 


7,000  o  o ' 


7,000  o  o 


From  the  point  of  view  of  the  company,  the  accounts 
involved  weia  similar  to  those  affected  fay  any  purchase, 
with  1S»  addition  of  accounts  recording  flie  issue  of  coital 
and  the  payment  of  preliminary  expenses.  Adheiing  to  the 
same  example,  and  assunung  that  the  company  is  appeal- 
ing to  the  public  to  subscribe  for  shares,  and  that  on  March 
ist  the  company  proceeds  to  allotment,  the  minimnm  sub- 
scription having  been  fixed  at  ;£io,ooo.  Preliminaiy 
expenses,  utcluding  stamp  duty  on  capital,  were  500. 

The  following  Journal  entries  arev  necessanr  in  the 
company's  books : —      Digitized  by  vjOO^lC 
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igo6 
Jan.  I 

Sundries : — 

Freehold  Land  and  BuildliigB. . 
Plant  and  Machioeiy  .. 

GoodiHU  

10,000 

7.5<» 
4,000 
7.5a> 
u^ooo 

s 

0 
0 
0 
0 
0 

d 

0 
0 
0 
0 
0 

£ 

9 

d 

Dr.  to  Saodries  :— 
A.  &  Co.  (Purchase  Acconnt)  . . 

Sundry  Creditors  

Reserve  for  Bad  Debts  . . 
Giving  eflect  to  an  acFeraient  to 
purchase  the  business  of  A.  ft  Co. 

39,000 

0 

0 

35,000 
3,000 

1,000 

0 
0 
0 

0 
0 
0 

39.003 

0 

0 

Mar.  I 

Applications  Acconnt  ., 
Being  ;^io  Dor  shaio  received  on 
appHcati<»s  for  1,900  shares. 

13,000 

0 

0 

13,000 

0 

0 

m 

Applications  Account  ..       ..Dr.  to 
Share  Capital  Account . . 
In  reqwct  df  i, 900  shares  allotted 

13,000 

o 

0 

12,000 

0 

0 

A,  &  Co.  (Purchase  Accoiuit)  Dr.  to 
Share  Capital  Account . . 
Being  1,900  shares  allotted  to  A., 
and  900  to  B.,  as  fuUj  paid,  in  part 
aettl^nent  of  Purchase  Accoont. 

38,000 

0 

0 

2B,00O 

0 

0 

. 

A.  &  Co.  (Purchase  Aeoonnt)  Dr.  to 

Cash  

Being  balance  of  purchase  money. 

0 

0 

7.000 

0 

0 

* 

Preliminary  Expenses  Account  Dr.  to 

Being  the  expenses  of  floating  and 
registering  the  Company. 

500 

0 

0 

500 

0 

0 

Section  6  of  the  Companies  Act,  1900,  provides  that  a 

compaay  may  not  coiimience  business  until — 

{a)  Shares  held  subject  to  payment  of  the  full  amount  in 
cash  have  been  allotted  to  an  amount  not  less  than 
the  mdndmiun  subscription  authorised. 

{b)  Every  director  has  paid  to  the  c<Hnpany  in  cash  for 
each  shaia  taken  by  him,  and  for  which  he  is  Hable 
to  pay  for  in  cash  a  propc»tion  equal  to  the  propor- 
tion payable  on  application  and  allotment  on  shares 
offered  for  public  subscription. 

{c)  A  declaration  in  tdie  statutory  form  has  been  filed 
with  the  Registrar  that  the  above  conditions  have 
been  complied  with  ;  and 

{d)  The  Registrar  has  thereupon  issued  a  certificate  that 
the  conqwny  is  wtitled  to  ccmunence  business. 

TI1XS  section  does  not  apply  to  a  company  which  does  not 
offer  flhaies  for  public  subscription. 

Since  contracts  made  by  a  company  before  it  is  entitled 
to  commence  business  are  provisional  only  until  it  receives 
the  certificate>  and  bearing  in  mind  that  the  contract  for 
the  sale  of  a  business  to  a  new  company  is  uauaUy  dated 
from  the  date  of  incorporation  of  the  company,  or  even 
frcMD  an  earlier  date,  the  question  arises.  How  are  profits 


or  losses  of  the  business  to  be  treated  in  the  accounts 
which  have  been  made  during  the  intecrening  period 
before  the  com<pany  is  entitled  to  commence  business? 
They  are  not  profits  of  the  company,  since  it  could  not 
cany  on  business.  Tlie  usual  method  is  to  arrange  that 
the  vendors  carry  on  the  business  as  trustees  for  the  pro- 
posed company  until  it  becomes  entitled  to  commence 
business.  The  profits  or  losses,  however,  do  not  belong 
to  the  vendors,  because  they  only  came  into  existence  after 
the  operation  of  the  contract  of  sale.  The  only  feasible 
method,  therefore,  to  legally  dispose  of  these  profits  or 
losses  is  .to  add  them  to,  or  deduct  them  from,  the  agreed 
price  oi  goodwill  in  the  Balance  Sheet,  which  should  be 
drawn  up  as  on  the  date  of  the  certificate  that  the  company 
is  entitled  to  commence  business. 


f  acton?  Bccountino  as  BppUe^  to 
Aacbtne  Sbops .— ni. 


By  Johh  Whitmou. 


(From  Tk0  Journal  of  Amimtmy,  New  York.) 
Absolutely  all  of  the  work  of  determining  the  cost  of 
manufacture  ought  to  be  effective  also  for  the  purpose  of 
controlling  the  cost  This  applies,  of  course,  to  cost 
accounting  and  not  at  all  to  cost  estimating.  One  may  know 
exactiy  what  materials  ought  to  be  used  to  produce  certain 
finished  goods,  and  on  the  basts  of  such  knowledge  costs 
may  be  eaCimflted,  bnt  this  does  nothing  to  insure  Uie 
proper  consumption  of  materials,  and  so  far  no  provision 
is  made  to  detect  excessive  consumption.  The  same 
remarks  apply  to  labour  and  to  all  other  expenses  of 
production. 

But  if  materials  are  controlled  in  a  storehouse  and  can 
only  be  obtained  thence  by  means  of  orders  which  are 
used  in  the  accounting  to  credit  the  storehouse  and  to 
debit  the  individual  Cost  Acconnt,  then  a  record  of  the 
consumption,  whatever  it  may  be,  is  created,  and  there 
come  into  existence  the  means  of  seeing  whether  things  are 
right  or  wrong  and  of  S4)plying  anf/  necessaiy  correction. 
The  same  is  true  of  a  completely  distributed  productive 
labour  Pay  Roll. 

The  danger  and  the  expense  of  wasted  materials  and 
wasted  labour  are  known  and  borne  in  mind  by  all  careful 
manufacturers,  and  the  importance  of  safeguards  against 
such  waste  is  pretfy  generally  appreciated.  It  may  be 
repeated  that  such  safeguards  are  created  by  means  of 
accounting  and  not  of  estimating.  The  exact  record  is  the 
only  means  of  accurate  knowledge,  and  accurate  know- 
ledge the  only  basis  for  systematic^^^nection.  and 
improvement.  Digitized  by  LjOOQ IC 
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All  this  is  to  be  borne  in  mind  when  we  cnme  tn  the 
accounting  for  factory  capacity.  If  there  is  any  difference 
it  is  that  the  conditions  which  exist  in  relation  to  the 
economical  utilisation  of  materials  and  labour  are 
intensified  in  relation  to  the  economical  utilisation  of 
factory  capacity,  for  the  reason  that,  in  regard  to  the  last, 
standards  of  economy  are  less  simple,  less  generally 
appreciated,  and  less  strictly  enforced. 

Between  the  means  ordinarily  used  in  bu»ness  manage- 
ment and  in  Cost  Accounts  to  watch  the  utilisation  of 
factory  capacity  and  to  deal  with  its  cost,  and  a  strict 
accounting  for  faotory  capacity,  tiiere  is  the  same  distinc- 
tion that  exists  between  estimates  and  strict  accounts  for 
materials  and  labour — that  is,  the  strict  accounting 
furnshes  means  of  control  which  the  other  does  not.  It 
is  worth  w4]ile  to  be  absolutely  clear  about  this,  and  tiiere- 
fore  to  stop  to  consider  what  the  means  ordinarily  used  are. 

In,  the  first  place,  of  course,  every  factory  manager 
fcoows  Aat  he  needs  a  certain  volame  of  work.  The  Sales 
Uepartment  exists  to  secure  contracts  which  will  keep  the 
factory  busy.  If  the  factory  equ^tment  and  products  are 
of  a  simple  character  this  insistence  on  volume  of  business 
together  with  vigilant  si^iervision  of  the  factory  may  pretty 
nearly  meet  the  necessities  of  the  case,  so  far  as  utilisa- 
tion of  factory  capacity  goes.  It  is  doulMfal  whether  it 
ever  quite  does  so,  unless  in  the  case  of  continuous  pro- 
cesses to  make  a  uniform  product.  In  machine  shops 
some  machines  may  be  overcrowded  and  others  idle,  and 
much  more  tlian  mere  volume  of  business  is  needed  to 
secore  full  ntiUsation  of  the  shop  capacity. 

Again^  the  ordinary  means  of  representing  the  cost  of 
factory  capacity  iti  the  Cost  Accounts  for  the  products  are 
undoubtedly  the  ascertaining  of  the  charges  for  factory 
capacity,  and  often  for  many  other  expenses  together  there- 
with in  a  year's  accounts,  and  the  ascertainiag  of  the  ratio 
between  the  total  of  these  and  the  productive  labour 
charge,  and  thereafter  the  adding  of  the  apparently  neces- 
sary percentage  to  the  productive  labotu  item.  If  the 
factory  is  of  a  very  siii^)le  character,  and  if  the  year's 
accounts  from  which  the  percentage  is  derived  represent 
average  full  operation  of  the  factory,  something  like 
accurate  costs  may  be  arrived  at  by  these  means,  this  is 
not  sayiaff  mach,  as  any  degree  simplicity  in  operations 
and  records  may  be  supposed.  Obviously  no  snch  sim- 
plicity exists  in  machine  shop  operatioos.  The  assump- 
tion in  such  a  method  is  that  factory  equipment  and  labour 
are  always  utilised  equally.  Nothing  could  be  further 
from  the  case  in  machine  ^ops.  Often  expensive  labour 
is  used  with  slight  use  of  machinery  or  small  tools ;  and, 
again,  the  most  expmsive  machinery  is  used  with  relatively 
little  labour.  Plainly  in  the  case  of  machine  shops  the 
means  ordinarily  used  for  obtaining  the  full  utilisation  of 
factory  capacity  and  for  determining  the  cost  of  the 


respective  products  are  not  calculated  to  really  accomplish 
either  one  or  the  other.  They  are,  in  fact,  in  some  respects 
much  weaker  in  comparison  with  an  actual  accounting  for 
factory  capacity  than  estimates  of  matMials  and  labour 
in  relation  to  an  actual  acconnting  for  the  same, 
inasmuch  as  these  estimates  may  represent  what  ought  to 
be  the  facts,  while  a  uniform  percentage  added  to  pro- 
ductive labour  in  machine  shop  Cost  Accotmts  either  has 
for  its  basis  conditions  which  no  longer  exist,  or  is  from 
first  to  last  merely  a  makeshift. 

It  is  worth  while  to  consider  carefully  why  the  matter  of 
accounting  strictly  for  the  use  of  factory  capacity  has  not 
generally  appealed  to  manufacturers  as  of  equal  importance 
with  the  accounting  for  materials  and  for  productive 
labour.  AU  manufacturers  know  that  the  cost  of  factory 
capacity,  at  least  in  the  shape  of  repair  and  depreciation 
charges  and  taxes  and  insurance,  enters  into  the  cost  of 
production  as  truly  as  does  the  cost  of  materials  and  the 
cost  of  labour.  It  is  the  total  cost  and  not  the  details  of 
the  cost  Hiat  is  ultimately  of  importance.  A  dollar  saved 
in  the  charge  for  plant  employed  is  equal  to  a  dollar  saved 
in  the  materials  used.  The  accounting  for  factory 
capacity  is  perhaps  a  matter  of  rather  greater  difficulty ; 
the  means  of  doing  it  are  less  understood.  This  may 
partly  explain  a  lesser  apparent  interest  in  doing  it.  But 
it  does  not  fully  account  for  the  average  attitude  toward 
the  matter. 

It  seems  probable  that  -^e  average  feeling  is  that  the 
expenditures  for  materials  and  labour  are  current  expendi- 
tures, which  are  greater  or  less  from  day  to  day  according 
as  there  is  greater  or  less  economy  or  waste,  while  the 
existence  of  the  plant  and  the  necessity  of  maintaining  it 
are  fixed  facts  entailii^  a  practically  fixed  expenditure.  By 
taking  thought  to-morrow's  expenditure  for  materials  or 
labour  may  be  more  or  less,  but  not  the  expend  itore 
which  enters  into  the  cost  of  the  factory  product  as  plant 
charges.  If  this  is  true,  it  means  that  waste  impresses  the 
average  man  more  or  less  according  as  its  effect  upon  the 
Cash  Account  is  immediate  or  remote,  and  that  upon  the 
same  principle  the  outgoing  dollar  impresses  him  more 
than  the  incoming  one.  For  to  increase  output  so  that  a 
dollar  of  plant  charges  can  be  taken  out  of  the  coat  of  the 
former  output  as  being  a  part  of  the  cost  of  the  new  addi- 
tional output,  which  will  be  sold  and  paid  for  at  least  at 
its  cost,  is  as  profitable  an  operation  as  to  reduce  by  a 
dollar  the  cost  of  materials  or  labour. 

Or  it  is  possible  that  the  average  feeling  is  that  a  return 
will  be  obtained  for  the  plant  exprase  as  far  as  the  product 
of  the  factory  can  be  sold,  and  that  as  there  is  no  other 
means  of  obtaining  a  return  for  it  it  is  idle  to  count  it  up 
as  if  it  were  remaining  cash.  If  this  is  the  feeling,  it  fails 
to  take  into  account  influences  which  bave  their  effect 
upon  human  effort :  the^^^,5jj^^^mf(^se  of 
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necessity,  the  exact  knowledge  of  what  ought  to  be  done. 
It  is  for  one  thing  to  set  at  work  these  influences,  to  show 
exactly  what  factory  capacity  is  unutilised,  and  what  the 
resaltiog  loss  is,  that  the  accounting  for  factory  capacity  is 
set  up. 

ETen  the  faeliny  that  plant  eiq>en5e,  including  interest  on 
the  investment  in  plant,  is  less  actual  expenditure  than 
the  expense  of  materials  and  labour,  or  that  it  calls  for 
less  care  in  tracing  it  to  its  results,  comes,  generally 
speaking,  from  an  inadequate  view  of  things.  Expendi- 
ture fox  plant  is  not  made  once  for  all  time,  nor  is  plant 
usually  created  to  be  worn  out  and  to  pass  out  of  existence. 
The  ordinary  business  condition  is  that  investment  in  plant 
is  comtiDually  being  returned  and  being  xeiuTested  in  plant. 
The  investment  which  was  made  in  the  first  place  on  a 
calculation  of  certain  operation  under  certain  future  con- 
ditions is  ccruinually  re-made  with  what  ought  to  be  an 
exact  knowledge  of  actual  operation  under  conditions 
actually  existing.  If  an  investment  in  plant  is  contemr 
plat«d,  one  calcnlates  whether  in  operation  it  will  be 
profitable  to  the  extent  of  paying  all  current  expenses  and 
a  fair  return  upon  capital.  It  is  upon  such  a  calculation 
that  one  creates  a  factory  or  buys  a  ait^le  machine.  In 
actual  operation  one  has  the  opportnni^  to  compare 
akemative  piocesses  wkh  varying  machine  and  labour 
costs,  and  to  leaim  not  only  whether  a  machine  can  be 
operated  profitably,  but  whether  by  means  of  it  Ibe  lowest 
costs  of  which  one  knows  are  obtained.  And  tbis  know- 
ledge riiould  be  the  result  of  comparing  coat  figures  which 
sum  up  all  the  facta,  including  tbe  fact  of  the  larger 
or  amaUer  investment  which  the  different  processes 
necessitate. 

If  one  can  reduce  the  labotur  cost  of  production  by 
increasing  the  machine  cost,  and  vice  versdj  it  follows  that 
to  compare  labour  costs  only  might  lead  to  conclusions  thai 
would  be  modified,  and  possibly  reversed  upon  comparison 
of  combined  machine  and  labour  costs.  And  if  processes 
having  higher  costs  are  to  be  systematically  eliminated  in 
favour  of  those  having  lower  costs,  it  is  the  comfdete  cost 
of  each  that  must  be  known  and  available  for  quick  use. 
And  if  plant  expenses  are  actual  costs,  as  materials  and 
labour  an  actual  costs,  they  must  be  included  in  Cost 
Accounts  according  to  actually  determined  facts,  and  not 
by  any  arbitrary  or  makediift  distributicHi  creating  the 
appearance  of  profits  or  losses  which  are  not  actual,  and 
fumiahiog  an  unsound  basis  for  the  selling  operations. 

For  these  reaaima  it  is  necesaaiy  to  arrive  as  closely  as 
possible  at  the  hourly  expense  of  each  machine,  and  to 
record  machine  time  as  accurately  as  a  workman's  time  is 
recorded,  and  to  chaige  the  machine  expense  for  tbe  job 
into  tbe  Cost  Account  for  the  job,  exactly  as  tiie  labour 
expense  is  chafed. 

The  hourly  expense  of  each  machine  is  made  up  of  the 


expense  of  land  and  buildings  atwi  of  the  machine  itself. 
The  expense  of  land  and  buildings  is  first  distributed  to 
the  several  divisions  of  the  plant  that  have  to  be  dealt 
with  separately  in  the  Coat  Accounts.  What  these 
divisions  are  depends  upon  the  individual  situation. 
Necessarily  there  ia  storehouse  with  its  own  Eqwnse 
Account,  and  the  tool  room  with  its  own  Expense 
Accoim't,  and  various  offices.  Space  not  occupied  by 
mactunes  but  used  for  assembling  is  dealt  with  separately. 
The  space  occupied  by  the  power  plant,  the  expenses  of  the 
power  machinery,  and  all  other  expenses  of  power,  are 
dealt  with  in  a  group,  and  are  brought  into  the  Coat 
Accounts  by  means  of  a  chaige  per  horse-power  hour  for 
machines  running.  It  is  necessary  to  have  a  rate  per  hour 
for  each  machine  Ohaigeable  in  tbe  Coat  Account  for  the 
whole  time  the  macfadne  is  engaged  upon  the  job,  including 
tbe  time  occupied  in  setting  up  the  machine,  in  putting 
materials  into  it,  and  taking  materials  out  of  it,  up  to  the 
time  it  is  released  ready  for  the  next  job.  The  power 
time,  being  the  actual  running  time  of  the  machine,  is 
necessarily  less  than  the  machine  time,  so  that  the  machine 
rate  is  chargeable  for  a  certain  number  of  hours  and  the 
power  rate  for  a  lesser  number.  The  whole  subject  of  the 
accounting  for  power  expense,  perhaps  the  most  difficult 
problem  in  machine  shop  Cost  Accounts,  most  be  taken 
up  by  itself. 

The  first  item  in  the  machine  rate  is,  then,  the  charge  for 
factory  space,  tbe  most  convenient  unit  of  which  is  the 
square  foot  of  floor-space.  This  charge  consists  of  the 
following  items:— (i)  Interest  on  the  cost  of  land; 
(3)  Interest  on  the  cost  of  btiildings;  (3)  Expense  of 
repairing  buildings ;  (4)  Charge  for  depreciation  of  build- 
ings ;  (5)  Expense  of  heating  and  lighting  buildings ; 
(6)  Insurance  and  taxes  on  land  and  buildings.  The  term 
"  buildings "  is  here  used  as  includii^  certain  working 
equipment — such  as  heating  and  lighting  fixtures, 
elevators,  wash-rooms,  ftc.  These,  however,  should  not  be 
included  witii  buildings  in  a  ai^le  General  Ledger 
Account,  for  they  are  as  a  rule  subject  to  a  higher  rate  of 
depreciation. 

While  buildings  do  not  actually  cover  the  land  on  which 
they  stand,  the  floor^pace  in  the  buildings  ia  chargeable 
with  the  whcde  expense  of  the  land,  unless  some  of  the 
land  is  either  unused  or  used  for  some  purpose  the  expense 
of  which  is  dealt  with  separately  from  the  floor-space 
charge.  Thus  yard-space  used  for  storage  purposes  is 
chargeable  to  storehouse  expense,  and  not  to  the  cost  of 
factory  floor-space.  On  the  other  hand,  the  yard-apace 
which  ia  necessary  for  purposes  of  light,  and  in  order  to 
handle  work  conveniently  between  the  several  shops,  is 
properly  treated  as  a  part  of  the  expense  of  factory 
floor-space.  by  GoOglC 
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When  the  total  cost  of  floor-space  has  been  aacertaiaedj 
and  the  floor-space  itself  has  been  measnred  and  the 

measurement  of  each  separate  room  recorded,  the  total  cost 
is  divided  by  the  total  measurement,  and  the  cost  of  the 
square  foot  of  floor-space  is  arrived  at.  Then  there  is  dis- 
tributed to  each  room  its  proportionate  cost,  which  in  the 
case  of  machine  shops  fully  occupied  by  machines  is  after- 
wards absorbed  in  the  machine  rates.  Not  all  floor-space, 
honvver,  is  used  for  machines,  or  for  directly  productive 
operaticHia.  There  is  the  stoiefaouse  space  already  alluded 
to,  and  there  may  be  other  space  reserved  for  the  storage  €tt 
large  castings  in  machine  shops.  All  of  this  is  charged  to 
storehouse  expense  exactly  as  was  the  cost  of  yard-space 
used  for  storage  purposes.  And  floor-space  is  needed  for 
both  factory  and  general  offices,  and  the  chaises  for  these 
are  added  to  the  general  factory  expenses  and  tfae  general 
office  expenses  lespeciively. 

The  next  step  is  to  measure  the  space  taken  by  the  indi- 
vidual machines.  The  manner  of  detetmining  these 
measurements  should  always  be  car^ully  considered. 
Perhaps  the  best  rule  is  to  arrive  at  a  four-sided 
rectangular  space  which  will  just  suffice  to  accommodate 
the  machine  in  operation,  unless  it  is  plain  that  this  would 
include  space  wiiich  is  ^ther  constantly  or  occasionally 
put  to  other  uses.  The  total  space  in  the  shop,  less  Uie 
total  space  measured  as  occupied  by  machines,  is  the  work- 
ing space  which  is  to  be  regarded  as  existing  for  the  benefit 
of  the  macliiiKS  impartially,  unless  upon  examination 
some  distinction  is  recognised.  If  there  is  no  such  dis- 
tinction, ^n  the  space  measured  for  each  madiine  is  to  be 
increased  by  such  a  percentage  as  will  complete  the  dis- 
tribution of  the  shop  space  to  machines.  The  machine 
space  thus  arrived  at,  at  the  cost  per  square  foot  already 
determined,  is  the  first  it«SQ  in  the  expense  of  the  machine 
for  the  year. 

The  next  thing  to  take  into  consideration  in  determining 
a  machine  rate  is  the  present  value  of  the  machine  and  its 
estimated  remaining  years  of  life.  Upon  tiiese  the  interest 
and  depnciation  charges  are  based.  An  equitable  charge 
for  depreciation  will  probably  be  made  if  a  raite  is  used 
which,  written  off  <he  decreasing  balances  from  year  to 
year,  will  reduce  a  machine  to  to  per  cent,  of  its  cost  by 
the  emd  of  its  estimated  lifetime.  This  gives  the  highest 
charge  wben  a  machine  is  new  and  presumably  at  its 
highest  efficiency,  both  actuaJ  and  relative,  and  a  steadily 
decreasing  charge  from  year  to  year. 

Next  there  is  the  matter  of  the  annual  repair  charge. 
Shop  foremen  can  tell  pretty  well  what  the  bare  expense 
of  maintaioiing  a  machine  in  working  order  is,  exclusive  of 
accidents.  When  such  a  figure  is  stated  it  may  be  doubled 
to  cover  repairs  from  all  causes,  in  order  to  arrive  at  a 
roughly  fair  figure  to  use  imtil  actual  records  comet  it. 
An  actual  record  of  the  cost  of  xepaixing  each  machine 


should  be  kept  in  a  Machinery  Ledger.  The  Machinery 
Ledger  contains  an  account  for  each  machine,  its  number, 

and  description,  and  location  in  the  shops,  and  its  value. 
Depreciation  is  written  off  each  account  from  year  to  year, 
and  the  Ledger  is  always  kept  in  agreement  with  the 
Machinery  Account  in  the  General  Ledger.  If  machines 
are  disposed  of,  the  difference  between  book  valuation  and 
selling  price  or  scrap  value  is  known,  and  the  accounts  are 
easily  aud  accurately  adjusted.  Columns  should  be  pro- 
vided for  the  record  of  repairs :  Date,  Shop  Order  Nnmbcr, 
and  Amomit.  As  all  records  of  repairs  to  machines, 
w4iether  labour  or  material  records,  bear  the  number  of  the 
machine  repaired,  postings  to  the  Machine  Ledgei 
Accounts  are  easily  made,  and  a  continuous  rerord  of  the 
cost  of  repairing  each  machine  is  cieated. 

If  power  is  transmitted  by  means  of  shafting,  belting, 
and  pulleys,  we  have  to  take  into  consideration  the  interest 
on  the  investment  in  the  equipment,  and  the  expense  of 
keeping  it  in  repair,  and  a  fair  depreciation  charge.  The 
average  horse-power  taken  by  each  machine  when  in 
operation  is  calculated  as  closely  as  it  is  possible  to  do 
this,  and  the  sum  of  these  figures,  being  the  average  horse- 
power taken  by  all  the  macfainea  in  operation,  is  arrived  at. 
The  expense  of  interest,  repairs,  and  depredaticm  cpon 
shafting,  belting,  and  pulleys  is  divided  by  this  total  horse- 
power to  determine  what  charge  in  each  machine  rate,  per 
unit  of  power  required  to  operate,  will  take  np  this 
expense.  If  all  the  machines  in  operation  would,  to  use 
mere  round  figures  throughout,  take  loa  horse-power  avail- 
able at  the  machines— that  is,  exclusive  of  power  lost  in 
transmission — and  if  the  total  expense  attaching  to  the 
transmission  equipment  were  fi,ooo  per  annum,  and  if  a 
certain  machine  is  calculated  to  use  on  an  average  two 
horse-power  when  in  operation,  the  resulting  chai^  in  the 
yearly  expense  for  that  machine  is  920. 

The  next  expense  that  has  to  be  dealt  with  is  the 
expense  of  cranes.  The  process  of  figuring  this  expense  is 
very  similar  to  the  process  of  figuring  the  e^qoense  of  a 
machine  tool.  TTiere  may  or  may  not  be  a  floor-space 
charge.  There  is  always  interest  on  the  investment  in  the 
crane  and  the  expenses  of  repairs  and  depreciation.  Then 
there  is  an  estimate,  and  necessarily  it  is  au  estimate 
only,  of  the  power  used  by  the  crane.  A  shop  foreman 
knowing  the  average  use  of  a  crane,  and  an  engineer  able 
to  make  an  approximate  calculation  of  the  power  used  in 
given,  operations,  should  together  be  able  to  make  a  fairly 
close  estimate.  The  total  horse-power  hoars  so  estimated, 
at  the  ascertained  cost  per  horse-power  hour,  is  tbea 
bmnght  into  the  yearly  expense  of  the  crane,  and  this 
yearly  expense  of  the  crane  is  then  apportioned  between 
the  machine  tools  served  by  the  crane,  and  this  is  the 
item  of  crane  service  which  enters  mt^  tfae  hondly  for 
the  machine.  Digitized  by  Cl  OOg  [C 
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There  aie  other  items  which  [^perly  enter  into  the 
annual  v^nse  of  the  individual  machine  tool.  The 
General  Ledger  Account  for  the  sundry  supplies  of  a 
Machine  Shop  Department  should  be  carefully  examined 
to  ascertain  which,  if  aayi  of  these  supplies  are  used  for  the 
operation  of  certain  machines,  and  in  as  far  as  supplies 
are  for  the  use  of  certain  machiDes,  and  not  for  the  purely 
general  use  of  the  department,  the  expense  of  them  should 
be  brought  into  the  machine  rates  and  not  left  in  the 
department  general  expenses.  It  is  to  be  borne  in  mind 
that  the  more  expenses  can  be  brou^t  into  the  individual 
Machine  Expense  Accounts,  the  more  exact  and  the  more 
simple  the  Cost  Accounts  will  be. 

The  wages  of  a  foreman  whose  supervision  is  restricted 
to  a  limited  number  of  machines,  and  is  not  general  to  tht 
department,  are  also  most  accurately  distributed  by 
including  these  wages  in  the  expense  of  such  machines, 
and  ultimately  in  the  hourly  rate  charged  for  their  use. 

It  is  also  desirable  to  bring  the  expenses  of  tools  whose 
use  is  restricted  to  certain  machines  into  the  annual 
expense  and  the  hourly  rate  for  such  machines.  This  can 
be  done  where  the  Tool  Department  and  its  records  are 
systematically  organised. 

The  items,  therefore,  whdch  possibly  enter  into  the 
hourly  rate  chargeable  for  the  use  of  a  machine  are  the 
following; — 

(t)  Floor-space. 

(3)  Interest  on  investment  in  machine. 

(3)  Repairs  to  machine. 

(4]  Depreciation  of  machine. 

(5)  Prop(Miion  of  diafting,  belting,  and  pulleys  expense, 
consisting  of  interest  on  the  investment,  and  repairs, 

and  depreciation. 

(6)  Crane  service. 

(7)  Snpplies  which  are  special  to  the  machine. 

(8)  Proportion  of  superintendence  which  is  special  to  a 
limited  number  of  machines. 

(9}  The  expense  of  interest,  repairs,  and  depreciation  on 
tools  whose  use  is  confined  to  the  machine. 

Vr'hen  the  annual  expense  of  each  machine  has  been 
determined,  it  still  remains  to  deduce  the  hourly  rate,  and 
this  is  rather  far  from  being  a  mere  arithmetical 
calculation. 

In  the  first  place  it  is  necessary  to  divide  the  machines 
iato  at  least  two  classes,  and  for  most  machine  shops  thai 
have  been  in  operation  for  some  time  into  three  classes. 
The  first  class  will  consist  of  machines  of  full  efficiency, 
whose  use  is  general,  and  whose  full  capacity  should  under 
proper  conditions  be  constantly  used.  The  second  clast 
will  consist  of  machines  of  full  efficiency,  installed  for 
special  and  occasional  use,  and  not  upon  a  calculation  of 
continuous  operation.  The  third  class  is  for  machines 
which  are  not  of  the  highest  efficiency!  but  which  are 


maintained  and  used  when  oOiet  machines  which  could  do 
the  work  more  economically  are  busy. 

Concerning  the  first  class,  the  only  question  is  what  in  a 
reasonable  view  of  the  matter  constitutes  full  operation. 
Machines  are  sometimes  idle  for  repairs,  and  under  the 
best  conditions  time  is  occasionally  lost  from  other 
causes.  If  300  days  in  the  year  are  multiplied  by  die  work- 
ing hours  per  day  and  then  10  per  cent,  deducted,  and  the 
resulting  number  of  hours  adopted  as  the  standard  of  full 
operation  for  the  year,  such  a  standard  would  seem 
reasonable  and  certainly  not  too  high.  If  the  working  day 
is  nine  hours,  then  300x9=3,700  less  10  per  cent.=3,430, 
and  the  annual  exp«ise  of  the  machine  is  divided  by  3,430, 
and  this  gives  the  hourly  rate. 

Concerning  machines  in  the  second  class,  inquiry  must 
be  made  as  to  the  special  uses  for  which  they  have  been 
installed,  and  the  extent  of  the  use  calculated  upon  and 
regarded  as  justifying  the  installation,  and  if,  for  instmce, 
thi-i  was  50  per  cent,  of  the  full  time,  the  number  of  hours 
into  which  the  yearly  expense  is  to  be  divided  would  under 
the  conditions  above  suggested  be  1,215  instead  of  3^430. 
Such  a  calculation  as  this  is  subject  to  adjustment  if  it  is 
found  possible  to  utilise  the  machines  more  fully.  If  the 
use  falls  below  the  original  calculation,  the  deficiency 
must  probably  be  regarded  as  capacity  idle  which  should 
be  operated,  and  the  cost  of  it  charged  to  Idle  CapaciQr 
Account. 

For  machines  in  the  third  class — i.e.,  machines  that  have 
not  a  high  efficiency,  which,  in  other  words,  are  semi- 
obsolete,  but  which  it  is  occasionally  convenient  to  use — 
the  hourly  rate  should  be  determined  exactly  as  for 
machines  in  the  first  class— i.^.,  the  total  annual  expense 
divided  by  2,430 — and  this  for  two  reasons :  First,  their 
use  is  certainly  worth  no  more  than  the  hourly  rate  so 
determined,  and  probably  even  on  this  basis  the  work  is 
expensively  done  ;  and,  second,  the  actufd  cost  of  keeping 
such  machines  in  the  shops  cannot  be  too  plainly  shown. 

The  hourly  rate  for  each  machine  in  the  shops  having 
been  arrived  at,  their  use  in  Cost  Accounts  aiKl  general 
books  is  as  simple  as  any  familiar  bookkeeping  work — as 
simple,  for  instance,  as  to  record  and  distribute  the  pro- 
ductive labour  Pay  Roll.  The  two  records  of  productive 
labour  and  machine  time  run  at  first  together.  The  labour 
tickets  which  the  machinists  fill  out  for  each  job  worked 
an  state  the  shop  order  number,  and  the  operation,  and 
the  machinist's  time,  and  the  number  of  the  madunn  tool, 
and  all  this  information  is  transcribed  on  the  workman's 
individual  weekly  sheet,  which  is  necessarily  prepared  for 
the  purposes  of  the  Pay  Roll.  Then  there  is  a  book  called 
a  Machine  Rates  Ledger,  containing  an  account  for  each 
machine  tool  in  the  shops,  and  from  the  workmen's  weekly 
sheets  there  is  posted  to  the  accounts  in  the  Machine  Rates 
Ledger  every  item  of  machine,  time,  and  these  i^^ns  are 
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priced  aad  exteaded  at  the  hourly  rate  for  the  machine  aad 
are  thence  posted  to  the  Cost  Ledger  Accouata.  The 
charges  of  machine  time  having  been  posted  to  the 
Machine  Rates  Ledger  for  a  given  period,  which  it  is  con- 
venient to  make  even  weeks  instead  of  the  month  inasmuch 
as  the  postings  are  made  from  weekly  sheets,  a  statemjnc 
is  drawn  off  from  this  Ledger  showing  all  the  machine 
numbers  and  against  each  the  time  charged  in  the  period 
and  the  amount  of  the  charges.  On  the  statement  the  idle 
time  is  entered  and  extended  at  the  machine  rate  per  hour. 
The  idle  time  for  each  machine  is,  of  course,  the  difierence 
between  the  time  charged  in  the  Cost  Accounts  for  actual 
use  of  the  machine,  and  for  a  four-weeks'  period,  four 
fifty-second  parts  of  the  number  of  hours  into  which  the 
machine  expense  for  the  year  was  divided. 

'Jhe  completed  statement,  except  that  we  are  not  now 
considering  the  power  charge,  which  presently  will  be 
incorporated  in  the  Machine  Rates  Ledger  and  in  this 


statement) 

is  like  this 

Machice 
No. 

Hme 
Charged 

Amount 

Idle 
Time 

Amount 

And  the  Journal  entry  for  the  general  books  is  made  like 
this:  — 


Manufacturing  Account, 
Idle  Ci^Micity  Account, 
To  Machine  Rates, 

the  debit  to  Manufacturing  Account  being  the  machine 
time  recorded  on  the  workmen's  tickets,  and  transcribed 
to  their  weekly  sheets,  and  posted  to  Machine  Rates  Ledger 
and  Cost  Ledger ;  and  the  debit  to  Idle  Capacity  Account 
being  the  difference  between  the  time  so  charged  and  the 
time  calculated  upon  as  full  operation;  and  the  credit  to 
Machine  Rates  Account  being  the  full  machine  rates,  or, 
in  other  wards,  the  full  machine  expense  for  the  period. 

Each  account  in  the  Machine  Rates  Ledger  is  continuous 
and  without  entries  for  idle  time,  so  that  at  any  time  a 
statement  can  be  drawn  off  from  the  I..edger  showing  the 
idle  time  of  each  machine  from  the  beginning  of  the  fiscal 
period  to  date  and  the  cost  of  the  idle  time  in  each  case, 
just  as  the  monthly  statement  gives  the  same  information 
for  the  month.   The  unused  capacity  of  the  shops  is  thus 


exactly  stated,  and  its  causes  and  the  remedy  can  be 
investigated. 

It  may  and  doubtless  will  happen  that  machines  are  at 
times  operated  more  than  the  hours  calculated  upon,  and 
that  consequently  instead  of  debits  there  will  in  some 
periods  and  in  respect  of  some  macUnes  be  credits  to  the 
Idle  Capacity  Account.  Under  these  or  any  circumstances 
the  plan  laid  down  is  to  be  followed,  and  as  it  is  followed 
will  be  found  to  t^erate  to  further  useful  ends,  and  will 
not  disclose  any  unsoundness. 


Aancbester  Soctets  of  Cbartere^ 
Hccountant0. 


Annoal  Dlaiwr. 

The  annual  dinner  of  Che  Manchester  Socic^  of 
Chartered  Accountants  was  held  at  tiie  Grand  Hotel.  Man- 
chester, on  the  aand  ult.  The  President  (Mr.  J.  P. 
Gamett)  presided,  and  among  the  guests  were  the  Mayor  of 
Salford  (Alderman  Frankenburg),  Mr.  W.  Cobbett  (Presi- 
dent of  the  Manc^ster  Incorporated  Law  AssociatioD), 
Mr.  W.  B.  Peat  (President  of  the  Institute  of  Chartered 
AccoantanU  in  England  and  Wales),  Mr.  S.  Taylor  Gill 
(President  of  the  Sheffield  Society).  Mr.  J.  Grant  Gibson 
(OflBcial  Receiver  at  Honchester),  Professor  Chapman 
(I>ean  of  tbe  Faculty  of  Commerce  of  the  Manchester 
University),  Mr.  E.  H.  Langdon  (President  of  the  Man- 
Chester  Chamber  of  Commerce),  Mr.  A.  Bwmie  (President 
of  the  Manchester  aad  District  Bankers*  Itutitnte). 
Mr.  A.  A.  Gillies,  Mr.  E-  Patersoo,  Mr.  David  Smith.  Mr. 
C.  W.  Nasmith,  Mr.  C.  F.  WooUey.  Mr.  Fred  Scott.  Mr.  II. 
Miller,  Mr.  J.  Walkden,  Mr.  A.  S.  Brewis,  Mr.  P.  Gregson, 
Mr.  ¥,  Wonwrsleyj  Mr.  E.  Johnson  (Assistant  Official 
Receiver  at  Manchester),  Mr.  A.  P.  Popplew^l  (Hon. 
Treasurer),  Mr.  Roger  N.  Carter  (Hon.  Secretary),  and 
Mr.  WiUiam  AshworUi,  Mr.  J.  E.  HalUday,  Mr.  T. 
Gregory,  Mr.  }.  G.  Litton,  and  Mr.  J.  Mather  (Manchester 
members  of  the  London  Council  of  the  Society). 

After  the  loyal  toasts  had  been  honoured,  die  Chairman 
gave  "  The  Institute  of  Chartered  Accountants  in  England 
and  Wales,"  coufded  with  the  name  of  Mr.  W.  B.  Peat. 
In  doing  so  be  referred  feelingly  to  the  death  daring  the 
year  of  their  esteemed  friend,  Mr.  Adam  Mtirray,  who,  he 
said,  had  been  a  shining  light  in  the  profession  of  account- 
ancy in  Manchester  for  many  years.  IncideiUally  he  men- 
tioiwd  that  the  President  of  the  parent  organisation  bad 
lately  decided  to  present  a  prize  to  the  most  successful 
man  in  the  Intermediate  Examinations,  which  would 
entitle  the  winner  to  ;^30  a  year  during  the  time  he  was 
serving  under  articles.  b^l-.-^-jGoOQlC 
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Mr.  Pflat,  in  respcmding;,  alladod  to  the  steady  growth  of 
the  Socie^.  A  ^nat  deal  mi|^t»  he  said,  be  observed  of 
its  past*  its  preseott  and  ol  its  fottire.  Thej  wen  in  ever- 
incnasiag  number,  increasing  in  infinence,  and  in  the 
power  which  tbey  possessed  not  only  as  an  Institute,  but 
as  the  leadinfT  organisation  of  professional  accountants  in 
tiiis  country  or  atmutd.  They  had  carried  oat  in  a  proper 
spirit  the  duties  which  were  placed  on  fhem  bgr  their 
Charter,  but  had  to  consider  themselves  in  the  position  of 
those  who  had  come  into  an  inheritance,  and  contemplated 
the  use  they  were  to  make  of  the  power  and  [Kivileges  they 
possessed.  Their  privileges,  he  submitted,  had  been  osed 
lor  die  benefit  of  the  pnblic  at  large.  But  it  was  now  time 
that  they  became  possessed  of  a  legal  status.  They  sought 
no  monopoly  in  that  direction ;  they  desired  to  exclude  no 
responsible  person,  hvt  they  did  desire  and  seek  that  there 
should  be  a  re^xtec  and  legal  protection  for  those  who,  like 
themselves,  had  become  qualified  to  discharge  Hieir  duties. 
Those  wtx>  had  not  so  qualified,  he  held,  should  be 
excluded  from  the  register  and  the  li^t  to  practise. 

In  proposing  "The  Corporations  at  Manchester  and  Sal- 
ford,"  Professor  Chapman  said  the  accouitaiits  and  the 
University  of  Manchester  were  in  Ibese  days  drawn  very 
closely  together.  Accountancy  bad  become  a  d^ree  subject 
in  the  Universi^,  and  it  formed  a  compalsory  and  a  very 
impMtant  part  of  the  conrse  which  led  np  to  the  degree  of 
the  Faculty  of  Commerce*  He  paid  a  tribute  to  the  work 
of  Hie  two  corporations,  and  expressed  a  hope  that  they 
would  pursue  in  the  future  the  policy  of  the  past. 

Alderman  Frankenbuig.  in  the  absence  of  the  Lord 
Mayor  of  Manchestu,  briefly  responded.  It  had  been  his 
endeavour,  he  said,  to  pnnnote  the  friendly  feeling  that 
ttristed  between  the  city  and  adjoining  borottgh  of  Salford, 
for  he  recognised  that  they  were  practically  one  people. 

Mr.  Theodore  Gregory  gave  "Hie  Trade  of  Manchester 
and  Salford." 

Mr.  E.  H.  Langdon,  who  responded,  sadd  they  were  pass- 
ing through  times  of  unparalleled  prosperity.  But  about 
those  times  he  had  certain  misgivings.  They  worked  in 
England  in  a  manner  different  to  those  nations  which  were 
attempting  rapidly  to  overtake  ns  in  the  race  oi  commerce. 
They  were  working  on  unacieutific  lines,  and  it  behoved 
them  to  endeavour  to  bring  their  business  on  to  a  more 
scientific  footing.  He  was  pleased  to  be  able  to  say  that 
by  the  foundation  of  the  Faculty  of  Commerrce  at  the  Man- 
chester University  they  were  turning  in  a  tight  direction- 
But  they  were  still  deficient  in  this  conntiy  in  what  he 
would  call  auxiliary  aids  to  trade.  They  still  lacked 
certain  enactments  oa  the  Statute  Book  that  were  to  be 
found  atnoad.  He  alluded,  for  instance,  to  a  Registration 
of  Firms  Bill,  lAich,  he  said,  would  be  of  the  greatest 
importance  and  utility,  and  also  a  measure  which  had  long 
been  sought  in  reqwa  of  the  limit  of  partnerslup.  This 


latter  he  was  sure  would  greatly  assist  commerce,  and 
would  be  taken  advantage  of  by  many  capitalists  who, 
having  made  their  mon^,  at  preseid  retired  firom  the 
scenes  of  ctnnmercial  activity.  We  vme  also  suffering 
from  the  want  of  a  Ministry  of  Commerce.  (Hear,  hear.) 
All  these  things  urgently  required  lemedying. 

"  The  Legal  Profession  "  was  proposed  by  Mr.  J.  Grant 
Dixon,  and  responded  to  by  Mr.  W.  Cobbett;  "The  Fro- 
viacifd  Societies  of  Chartered  Accountants  "  was  given  by 
Mr.  John  Mather,  and  replied  to  by  Mr.  S.  Taylor  Gill ; 
aad  "The  Banking  Profession,"  proposed  by  Mr.  J.  E. 
Halliday,  was  acknowledged  by  Mr.  A.  Bennie. 


Companted'  Secret  ISeflemd. 


The  following  letter  appeared  in  Tie  Evening  Standard 
and  St.  Jamt^t  Gaaette  of  October  30:  — 

"Sir, — ^Vour  recent  leaderette  anent  the  above  question 
revives  an  issue  as  to  which  there  has  always  existed  con- 
siderable diversity  of  opinion  amongst  professional  as  well 
as  business  men,  and  the  principle  innrolved  extends  to 
other  matters  more  or  less  of  a  simiilar  and  controversial 
nature. 

Although  I  thioJc  it  is  going  somewhat  too  far  to  suggest, 
as  yon  do,  that  every  strong  company,  whether  carrying 
on  commercial  or  financial  business,  '  has  reserves  vrhich 
are  not  displayed  in  its  Balance  Sheets,'  thwe  is  no  doubt 
that  the  practice  does  to  a  considerable  extent  obtain,  more 
psfticularly  in  undertakings  of  a  certain  class.  I  have, 
moreover,  known  cases  in  which  merely  the  difference 
between  rather  than  the  separate  totals  of  the  debtors  and 
creditors  has  been  stated,  and  where  the  respective  totals 
of  the  property  and  assets  and  liabilities  are  not 
infrequently  shown  without  any  attempt  being  made  to 
distinguish  between  free  assets  and  those  specifically 
hypotiiecaited  in  respect  ot  debts  or  charges  merged  in  the 
general  liabilities.  In  other  words,  the  so-called  Balance 
Sheet,  instead  of  being,  as  it  certainly  ought  to  be,  a  state- 
ment of  affairs  set  out  in  a  manner  capable  of  being  readily 
understood  and  appreciated,  u  at  best  a  glorified  trial 
balance  of  the  books,  which  oftentimes  engenders  a  wholly 
erroneous  impression  as  to  the  real  position  it  purports  to 
portray,  and  thereby  constitutes  a  serious  menace  alike  to 
the  seciuity  of  creditc»s  and  shareholders.  Facts  in  such 
cases  often  avert,  by  reason  of  being  disclosed,  losses  much 
greater  ultimately  than  any  benefit  assumed  to  be  gained 
from  theii  suppression. 

Reserves,  whether  '  bidden  '  or  otherwise,  are,  of  course, 
a  source  of  strength  to  the  position  and  earning  capacity 
of  most  concerns^  and  aIthou|^  they  are  frequency  subse- 
quently deducted  before  arriving  at  the  figure  stated  as 
representing  the  total  as8^-pi:.soaM  particular -asset,  the 
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original  entries'  creating  reserves  of  any  kind  mruet  of 
necesai^  appear  in,  and  onght  at  the  time  to  be 
openly  disclosed  either  1^  the  published  Trading  Account, 
Eevenue  Account,  or  Profit  and  Loss  Account.  It 
would,  in  my  opinion,  be  wiioUy  improper  to  create 
any  reserves  (other  than  provision  for  bad  debts 
or  similar  ordinary  contingencies  of  business}  without 
acquainting  shareholders,  and  it  is  the  almost  invaiiable 
practice  of  directors  to  state  how  it  is  proposed 
that  the  total  profits  for  any  given  period  shall  be 
appropriated. 

I  am  afraid  that  in  bad  times  they  are  perhaps  not  quite 
as  ready  to  further  increase  the  balance  standing  to  the 
debit  of  Profit  and  Loss  Account,  and  that  provision  such 
as  prudence  dictates  and  exigencies  demand  should  ^ply 
to  good  and  unfavourable  results  alike,  is  often  thus 
omitted  to  be  made,  the  consequence  being  that  the  Profit 
and  Loss  Account  loses  its  potency  as  a  safety  valve  to 
indicate  tibe  amount  from  time  to  time  properly  available 
for  distribution  by  way  of  profits. 

The  three  main  considerations  which  ougtut  to  govern 
the  creation  and  subsequent  treatment  of  reserves  of  Bugr 
kind  are :  — 

{a)  That  there  shall  be  a  more  or  less  specific  reason 
therefor,  and  that  the  provision,  whilst  being 
adequate,  shall  not  be  unduly  getkeral  or  subse- 
quently exratic  in  vanation. 

(>)  That  the  objects  they  are  created  to  secure  shall  not 
afterwards — so  long  as  these  continue  to  subsist— lose 
their  identity,  and  the  funds  be  devoted  to  purposes 
other  than  those  originally  contemplated. 

{e)  That  the  ultimate  rights  of  the  founders  and/or 
different  classes  of  shareholders  respectively,  shall 
be  clearly  defined,  and  the  effect,  inier  se,  in  the  event 
of  liquidation  or  a  return  of  capital  being  made, 
thoroughly  understood. 

How  reserves,  when  once  created,  are  treated  in  subse- 
quent Balance  Sheets  of  which  they  form  an  integral  part, 
goes,  of  course,  to  the  root  of  the  entire  question  i  but 
whatever  may  be  considered  the  advisability  or  otherwise, 
either  of  the  massing  or  condensing  of  figures  in  a  Balance 
Sheet  upon  the  principles  above  referred  to,  I  contend  that 
a  document  prepared  upon  such  a  basis  does  not  disclose 
or  exhibit,  as  is  invariably  stated,  '  a  full  and  true  state- 
ment '  of  the  position  and  affairs  It  relates  to.  A  share- 
holder is,  in  my  view,  just  as  much  entitled  to  know  how 
much  better  as  well  as  worse  his  security  really  is  than 
what  it  appears  to  be,  as  a  creditor  is  entitled  to  be  pro- 
tected against  statements  of  account  calculated  to  mislead 
him  respecting  the  true  financial  position  of  those  with 
whom  be  is  dealing,  or  proposes  to  have  business 
-elations. 


It  may,  of  course — end  with  considerable  degree  of  force 
—be  argued  Ibat  no  one  is  prejudiced  by  the  '  hiding '  of 
reserve  funds.  That  may  be  so,  and  no  greater  proof  of 
this  is  needed  than  Uie  fact  that  the  securities  of  many 
companies  are  quoted  at  prices  much  in  excess  of  what  are 
apparently  warranted  by  the  dividends  actually  paid,  the 
effect  being  that  what  a  shareholder  has  not  received  in 
this  coimection  is  reflected  by  the  enhanced  price  which, 
in  the  event  of  a  sale  of  hds  holding,  would  accrue  to  him. 
This  does  not,  however,  affect  the  principle  involved,  nor 
does  it  enable  the  real  position  to  be  correctly  gauged, 
e^Mcially  by  an  intending  shareholder  who  can  only  Judge 
from  what  is  actually  published. 

In  law  a  Balance  Sheet  is  not  *  published,'  excepting  to 
existing  shaFeholders,  and  it  cannot  therefore  be  con- 
tended as  being  an  invitation  to  outsiders  to  become  share- 
holders. It  is,  I  believe,  an  equally  well-established  prin- 
ciple of  law  tfiat  no  action  can  be  maintained  against 
directors  for  specific  damages  resulting  even  to  a  share- 
holder capable  of  proving  that  he  deliberately  refrained 
from  disposing  of  his  holding  by  reason  of  the  issue  of 
incorrect  or  misleading  statements  of  account.  Apropfs  of 
the  importance  of  this  question,  I  had,  some  years  ago, 
an  unfortunate  experience  personally,  where  upon  the  faith 
of  the  detailed  Reventie  Account  and  certified  Balance 
Sheet  of  an  important  fire  reinsurance  company  X  became  a 
purchaser,  at  a  discount,  of  a  considerable  number  of 
shares  in  respect  of  which  there  was  a  heavy  uncalled 
liability.  In  that  case  I  was,  I  suppose,  entitled  to  assume 
—in  the  absence  of  any  estaUished  contrary  precedent 
upon  the  question — that  there  might  possibly  exist  a 
'  bidden  reserve.'  As  a  matter  of  fact  Uus  consideration 
did  not  at  the  time  occur  to  me.  I  did,  however,  conclude 
thaf  either  through  the  medium  of  the  general  reserve  fan  J 
or  the  Premiums  Received  Account,  due  and  proper  pro- 
vision had  been  made  for  contingencies,  also  unexpired 
risks  in  respect  of  premiums  distinctly  stated  as  extending 
to  a  maximum  period  of  twelve  months  (and  in  many  cases 
less)  from  the  date  upon  which  these  bad  been  received. 

The  company  went  into  liquidation,  and  it  was  fband 
not  only  that  snch  provision  of  any  kind  as  had  been  made 
was  absolutely  ridiculous  in  its  inadequacy,  but  that  com- 
muted premiums,  extending  in  many  cases  to  a  long  series 
of  years,  had  been  credited  en  blec  to  the  period  during 
which  they  had,  subject  moreover  to  a  discount,  been 
received !  The  whole  of  the  unpaid  capital  was  called  ap. 
and  the  premiums  demanded  of  the  Uqoidator  to  reinsure 
some  of  the  more  undesirable  risks  for  the  ^lort  remainder 
of  their  currency  amoimted  to  many  times  flie  preniinms 
originally  paid  to  the  ccmpanyl 

The  resuirection  of  tiiose  unearned  premioms  firam  their 
'  hiding  '  place,  and  their  subsequent  treatment,  proved  a 
vny  costly  function,  and  snndy  no  greater  j^tifleation 
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could  be  found  for  the  necessity  of  reserves,  if  existing, 
being  clearly  shown,  and  dieii  adequacy,  also  the  claas  and 
area  of  the  liabilities  they  purport  to  rejffewnt,  thoroughly 
understood. 

What  will  interest  most  people  is  to  know  what  benefits 
are  supposed  to  accrue  from  the  '  hiding  '  of  reserve  funds, 
and  why  the  variations  in  each  component  item  of  import- 
ance relating  to  successive  Balance  Sheets  should  not. 
where  practicable,  be  shown  step  by  step,  and  thus  made 
to  speak  for  tbemselves.  Under  any  circumstances,  a 
reserve  fund  cannot,  as  you  snggest,  be  created  by 
'writing  down'  Investments,  Buildings,  Loans,  or  such 
items!  The  total  of  such  items,  as  displayed  in  a  Balance 
Sheet,  may  have  been  arrived  at  after  deducting  existing 
reserves  not  specifically  shown ;  or  an  intangible  asset, 
such,  for  example,  as  goodwill,  may  be  extinguished  at 
the  expense,  partially  or  wholly,  of  an  existii^  reserve 
fund ;  or  the  value  of  an  asset  which  has  appreciated  may 
be  raised  to  the  cOTrect  amount  by  either  creating  a  reserve 
fund  or  increasing  to  the  extent  of  the  difference  in  value 
an  existing  fund  of  like  nature.  But  a  reserve  cannot  be 
created  at  the  expense  of  that  which  having  once  existed 
can  onJy  be  got  rid  of  either  by  loss  or  depreciation 
ultimately  borne  by  the  Profit  and  Loss  Account,  extinc- 
tion in  the  manner  above  indicated,  or  sale  oi  disposal  in 
the  ordinary  coiu'se. — ^Yours  faithfully, 

J.  T.  MURKAT. 

10  Stanhope  Terrace,  Hyde  Park,  W." 


Aeetinds  for  tbe  ensutng  Meeb. 

Twsday  —  Institute    op   Chartered   Accodntants.  — 
Parliamentary  and  Law  Committee,  at  3  p.m. 
Preliminary  ExaminatiGO,  10.30-1 ;  2-4 ;  4.^>-6. 

Weineul^—IiiSTrtvrK  of  Chartered  Accountants.— 
Finance  Committee,  at  12.30  p.m. ;  Council  Meeting, 
at  2  p.m. ;  Preliminary  Examination,  10.30-j  ;  2-4  ; 

Thursday  —  iNSTiTttTB  of  Chartbrbd  Accountants. — 
preliminary  Examination,  ii-i ;  2-4. 

Ijvbrpool  Cbartkrbd  Accountants  Students'  Asso- 
ciation.—Lecture,  "Bills  of  Exchange,"  by  Mr. 
A.  T.  Miller,  at  the  Ubrary,  3  Lord  Street :  at  6  p.m 

Leeds  and  District  Chartered  Accountants  Stu- 
dents' Association.— Discussion  on  November  Exam- 
inatioo  Papers,  at  the  Law  Institution,  Albion  Race ; 
6.30  p.m. 

London  Cbartkrbd  Accountant  Students  Society. 
—Seventh  Annual  Dinner  at  the  Hotel  Cecil ;  at  7,  for 
7.15  p.m. 

Friity. — ^Bristol  Society  of  Chartered  Accountants.— 
Paper  on  "  Some  Difficaltiey  hi  Trust  Accounts,"  by 
Mr.  Walter  Stracban.  Barrister-at-Law,  at  the  Grand 
Hotel,  Bristol ;  5.30  p  m. 


Mr.  S.  Hbnstridge,  A.S.A.A.,  announces  that  he  has 
taken  offices  at  14  Temple  Street.  Binningbam,  where  be 
will  in  fature  carry  on  practice. 


failures  an^  JBtUs  of  Sale  in  £ti0lan^ 
an&  Males. 


AccoEDiNG  to  Kmp'i  MmanHU  GmtU,  the  total  nnmber 
of  commerdal  failures  recorded  in  England  and  Wales 

during  the  week  ending  Friday,  Nov.  23rd,  was  191,  viz.: — 
New  Bankruptcy  Proceedings  published  in  tbe  London  Gasitti, 
loi ;  Deeds  of  Arrangement  registered,  go.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were : 
Bankruptcies,  09;  Deeds  of  Arrangement,  91 — total,  190; 
being  an  increase  ol  i.  The  total  number  of  commercial 
failures  recorded  during  the  47  weeks  of  tbe  present  year  is 
7.598 ;  tbe  total  number  recorded  in  the  corretpcmding  47 
weeks  of  last  year  was  8,140,  showing  a  decrease  of  542. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  tbe  week  ending  Friday) 
Nov.  23rd,  was  137.  The  number  in  the  corresponding  week 
of  last  year  was  167,  showing  a  decrease  of  30.  The  total 
number  filed  during  the  47  weeks  of  the  present  year  is 
6,874  •  total  number  filed  in  the  corresponding  47  weeks 
of  last  year  was  7*587i  sbowing  a  decrea&e  of  713. 


Debentnrec 

The  Mortgages  and  Charges  roistered  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
Friday,  Nov.  23rd,  amounted  to  /i,267,53o,  by  way  of 
addition  to  /44i,S55,  previously  issued  by  the  sapie 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ^'5, 805, 128,  showing  a  decrease 
/4'537>598<  The  total  amount  r^^ered  during  the  47 
weeks  of  the  i^esent  year  was  ;f7i.405,866  (la  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  /72,5i9,886  for  tbe  corresponding  47  weeks 
in  1903,  sbowing  a  decrease  of  ;^r,ir4,02O. 


The  Profession  in  Scotland. 


COURT  OF  SESSION. 


Edinbop^. — Outer  Honee. 

(Before  Lord  Salvesbn.) 
Nov.  17. 

J.  BFyioB  T.  W.  BteTemoii  and  othen  (J.  Brjiort 
TFufceei). 

Tnuf  FwMdt—Tnuim*  Duty  to  Invest, 
la  this  action,  John  Biyson,  engineer,  J^ntreal,  Canada, 
presently  residing  at  60  Qu9i^t@$l«^  IIan@l^d,^Mjl£the 


684 


THE   ACCOUNTANT  December  i,  1906. 


toustees  of  his  grandfather,  the  late  John  Biyson,  con- 
tTBCtor,  Glasgow,  for  an  account  of  their,  in^omissions 
with  the  trust  estate.  An  accotmt  was  ordered,  and 
nkinHUely  the  only  question  for  decision  related  to  the 
amonnt  of  interest  to  be  charged  on  cash  balances  of  the 
pursuers*  ^are  of  the  estate,  wliich  remained  uninvested 
by  the  trustees. 

Lord  Salveaen  found  tiiat  the  defenders  were  bound  to 
pay  ioterest  at  tbs  Tate  of  s  per  cent.  The  discussion  in 
the  case,  his  Lordship  said,  had  been  confined  to  the 
objections  for  the  poirsuer  to  the  defenders*  account,  and 
latterly  it  tuned  out  that  only  one  objection  was  insisted 
in.  That  objection  related  to  the  rate  of  interest  to  be 
charged  on  cash  balaoces  of  the  pursuer's  share  ol  the 
estate,  which  remained  unanvested  by  the  trustees.  A 
large  part  of  the  estate  hod  been  in  the  trustees'  hands  as  a 
realised  asset  since  1891,  and  the  whole  of  the  pursuer's 
share  had  been  in  their  hands  since  1894.  The  pursuer 
aTerred  that  these  funds  were  negligently  left  by  the 
trustees  in  the  hands  of  their  law  agents,  who  employed 
them  in  tbnr  own  business,  two  of  the  members  of  the 
firm  being  themsel'ves  trustees.  The  defenders  admitted 
that  the  funds  were  left  uninvested  in  the  hands  of  law 
agents,  but  they  said  that  they  personally  belierved  that  die 
funds  were  properly  in-rested,  and  wm*  yielding  a  revenue 
to  the  trust.  There  was  no  explicit  admission  as  to 
whether  the  lav  agents  used  the  money  in  their  own  busi- 
ness; but  hia  Lordshq)  thought  he  was  Jostified  in 
assuming  that  the  money  received  by  the  law  agents  was 
immized  with  their  own  funds  without  being  ear-marked 
in  any  way,  and  was  employed  in  the  same  way  as  their 
other  capital.  The  liabilxfy  to  account  for  the  money  was 
admitted.  It  was  also  conceded  that  the  pursuer  was 
entitled  to  interest;  and  the  only  questioa  was  whether 
the  rate  of  interest  should  be  3  or  5  per  cent.,  or  some 
figure  between  the  two.  After  a  review  of  the  decided 
cases,  his  Ltndship  sakl  the  present  case  was  a  very 
unfavourable  one  for  the  trustees.  They  allowed  the 
pursuer's  funds  to  remain*  uninvested,  and  exposed  to  the 
risks  of  a  law  agent's  business  for  from  eleven  to  fifteen 
years,  and  they  ^>peared  to  have  entirely  neglected  their 
dnty  as  to  soning  diat  the  funds  were  prtqwrly  invested. 
It  might  be  that  they  relied  on  the  probity  of  the  firm,  two 
of  whose  partners  were  also  trustees ;  and  it  was  fortu-  | 
nate  that  no  loss  of  capital  had  been  sustained.  At  the 
same  time,  his  Lordship  thou^  it  would  be  very  unfortu-  ' 
nate  if  such  a  loose  method  of  dealing  with  a  minor's 
money  was  not  discountenanced,  and  he  could  see  no  hard- 
sbap  in  persons  who  had  used  trust  money  for  their  own 
behoof  or,  what  was  equivalent,  permitted  those  in  their 
emplc^ment  to  do  so,  having  to  pay  interest  at  the  legal 
rate  on  the  money  so  used.  It  would  be  most  unfortunate 


if  trustees  were  permitted  to  cherish  the  belief  that  they 
might  use  for  their  own  purposes  funds  which  it  was  their 
du^  to  invest,  and  would  only  in  the  end  be  liable  to  pay 
interest  at  a  rate  much  lower  than  they  themselves  would 
have  had  to  pay  for  the  use  of  the  money  to  any  bank  fnua 
which  it  was  borrowed.  His  Lordship  accordingly  found 
that  the  defenders  were  bound  to  pay  interest  at  5  per  cent, 
instead  of  3  per  cent.,  with  which  diey  had  chaiged 
themselves  in  tht  accounts. 
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Municipal  Tredins:  end  DeprecleUon. 


TT  is  reported  that  while  Mr.  Carson 
*■  Roberts  was  auditing  the  accounts  of  the 
Soutbwark  Borough  Council  a  few  weeks  since, 
two  councillors  attended  before  him  to  enter 
various  objections  as  to  the  manner  in  which 
the  Electric  Lif^hting  Accounts  were  kept,  and 
that  one  incidentally  alleged  that  in  connec- 
tion with  these  accounts  there  was  no  Depre- 
ciation Fund.  The  District  Auditor  is  reported 
to  have  replied  to  the  effect  that  it  vra^^uite 


686 


THE   ACCOUNTANT  December  8,  1906. 


true  there  was  no  fund  called  the  Depreciation 
Fund,  but  to  say  that  nothing  of  the  kind 
existed  was  perfectly  absurd.  By  the  annual 
repayments  of  principal  such  an  undertaking 
had  what  was  much  bigger — a  Sinking  Fund, 
which  was  a  Depreciation  Fund  plus  some- 
thing  else — and  he  went  on  to  read  to  these 
objectors  a  lecture  upon  the  impropriety  of 
anyone  suggesting  that  municipal  undertakings 
were  not  in  general  condncted  on  sound 
business  lines. 

We  have  not  before  us  the  accounts  of  the 
Southwark  U.D.C,  Electricity  Department,  but 
inasmuch  as  they  were-  not  specially  referred 
to  by  the  District  Auditor,  it  is  to  be  presumed 
that  his  comments  were  intended  to  have  a 
more  general  application,  and  to  embody  the 
assertion  that,  at  all  events  in  the  majority  of 
cases,  the  statutory  Sinking  Fund  provided  for 
depreciation  of  assets  and  something  more. 
If  that  really  be  the  case,  and  assuming  Mr. 
Carson  Roberts  to  have  been  correctly 
reported,  we  can  only  say  that  his  utterances 
prove  him  to  have  given  surprisingly  little 
thought  to  this  important  problem,  or  else  to  be 
unqualified  to  express  an  expert  opinion  with 
regard  to  it ;  neither  of  which  conclusions  is 
altogether  satisfactory  when  we  recollect  that 
the  Local  Government  Board  Auditor  repre- 
sents the  sole  safeguard  that  the  unfortunate 
ratepayer  possesses  against  financial  unsound- 
ness on  the  part  of  local  authorities. 

Assuming,  in  the  first  instance,  that  Mr. 
Carson  Roberts  took  the  superficial  view 
that  is  unfortunately  so  common,  and  con- 
sidered that  so  long  as  loans  were  granted  for 
a  period  shorter  than  the  average  life  of  the 
assets  acquired,  all  necessary  provision  for 
depreciation  from  year  to  year  (and  more)  was 
being  made  by  the  statutory  instalments  of 


Sinking  Fund,  we  may  point  out  that  even 
upon  this  unsound  basis  the  facts  are,  in 
the  majority  of  cases,  against  any  such  con- 
clusion. Loans  for  electricity  purposes  have,  in 
the  majority  of  cases,  been  issued  to  Urban 
District  Councils  for  a  term  of  forty-two  years, 
and  Sinking  Fund  instalments  calcubted 
accordingly,  subject  to  the  fact  that  they  do 
not  by  any  means  necessarily  commence  to 
operate  from  the  date  of  the  loan ;  but,  how- 
ever that  may  be,  it  would  be  interesting  to 
know  what  is  the  general  opinion  among 
electrical  engineers  as  to  the  average  life  of  the 
assets  of  Metropolitan  Electricity  Departments 
constructed  during  the  past  ten  years.  That  it 
would,  in  the  majority  of  cases,  be  put  at  any 
thing  like  forty-two  years  we  very  much 
question,  for  the  period  was  fixed  at  a  time 
w  hen  really  very  little  was  known  about  the 
matter,  and  it  is  not,  we  believe,  seriously 
contended  that  it  was  fixed  after  any  careful 
or  expert  inquiry  as  to  the  probable  life  of  the 
assets. 

All  this  is,  however,  really  beside  the  point. 
The  essence  of  adequate  provision  for  depre- 
ciation is  that  the  necessary  charge  for 
renewals  from  time  to  time  will  be  so  appor- 
tioned over  the  years  of  working  life  that  each 
year  will  bear  its  fair  share  of  such  charge, 
proportionate  to  the  benefits  it  has  derived 
from  the  use  of  the  assets.  There  are  purposes 
for  which  an  average  may  be  helpful,  and  there 
are  purposes  for  which  it  is  absolutely  beside 
the  point ;  and,  so  far  as  this  question  of  depre^ 
ciation  is  concerned,  the  average  life  of  the 
whole  undertaking — even  so  &r  as  it  is 
capable  of  being  approximately  computed — ^is 
absolutely  beside  the  point.  Each  separate 
asset  has  its  own  working  life,  and  at  the 
expiration  thereof  it  will  be  necessa^  to  incur 
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the  cost  of  renewal.  Such  cost  of  renewal  can 
only  be  defrayed  out  of  new  loans  to  an  extent 
equal  to  the  provision  that  has  in  the  past  been 
made  for  the  redemption  of  the  loan  out  of 
which  the  original  asset  was  created.  Thus, 
supposing  certain  assets  call  for  renewal  (say) 
at  the  end  of  twelve  years,  when  approximately 
only  one-fourth  of  their  original  cost  has  been 
provided  for  out  of  Sinking  Fund,  the  remain- 
ing three-fourths  must  then  of  necessity  be 
met  out  of  revenue,  with  the  result  that  sooner 
or  later  heavy  charges  will  &1I  against  the 
year's  revenue  which  have  not  been  provided 
tor  in  advance.  When  that  time  comes  it  will, 
we  venture  to  think,  be  evident  even  to  the 
least  experienced  that  adequate  provision  for 
depreciation  cannot  have  been  made  in  the 
past. 

All  this,  of  course,  is  assuming  that  every- 
thing has  been  conducted  with  what  Mr. 
Caieson  Roberts  would  regard  as  the  greatest 
propriety,  but  it  is  notorious  that  in  some  cases 
the  annual  Sinking  Fund  instalments  have  iwi 
been  provided  in  the  past,  and  that  in  other 
cases  moneys  lent  for  one  purpose  have  been 
applied  for  another  purpose ;  in  which  event  it 
does  not  in  the  least  follow  that  the  Sinking 
Fund  instalments  are  adequate,  even  upon  the 
incorrect  basis  formulated  by  the  District 
Auditor.  The  whole  position  requires  careful 
overhauling,  or  there  can  be  little  doubt  that 
sooner  or  later — say,  ia  about  ten  years'  time — 
the  necessary  charges  for  renewals  will  be 
found  to  be  out  of  all  proportion  to  the  revenue 
receipts. 

We  are,  of  course,  aware  that  in  making 
these  remarks  we  shall  be  accused  of 
attacking  municipal  trading  in  tvto,  and  of 
spreading  alarmist  reports  with  the  sole  pur- 
pose of  discrediting  such  trading.    We  shall 


also  doubtless  be  accused  in  certain  quartera  of 
doing  a  very  bad  turn  to  the  profession  by 
suggesting  that  a  competent  professional  audit 
would  prove  more  strict  than  the  present 
incompetent  official  audit.  We  can  only  say 
in  reply  that,  sooner  or  later,  it  must  inevitably 
be  recognised  that  the  greatest  enemies  of 
municipal  trading  have  been  those  who  took 
advantage  of  official  imbecility  to  inaugurate 
schemes  upon  an  unsound  financial  basis, 
which  in  the  nature  of  things  could  not  be 
maintained  indefinitely.  So  long  as  there  is 
plenty  of  money  to  be  had,  anyone  can  allege 
large  profits  and  produce  accounts  showing 
satisfactory  results;  but  sooner  or  later  the 
supply  of  money  will  be  found  to  have  dried 
up,  and  thus  the  bubble  will  be  pricked.  Those 
who  are  really  and  honestly  desirous  of  a  con- 
siderable extension  of  municipal  trading  will, 
if  they  are  wise,  be  the  most  careful  to  insist 
upon  these  pioneer  ventures  being  conducted 
upon  such  sound  and  prudent  principles  that 
hereafter  they  may  serve  as  examples  for  imito- 
tion,  rather  than  as  warnings  to  be  shunned. 


The  Income-Tax  Report. — I. 

''FHE  Report  of  the  Select  Committee  of  the 
House  of  Commons  appointed  to  inquire 
into  and  report  upon  the  practicability  of 
graduating  the  income-tax,  and  of  differen- 
tiating for  the  purpose  of  the  tax  between 
permanent  and  precarious  incomes,  has  now 
been  issued,  and  will  be  found  in  another 
column. 

There  is  a  certain  amount  of  mystery  about 
the  announcement  that  the  present  Report  is 
not  based  upon  the  draft  of  the  Chairman  (Sir 
Chas.  Dilke),  but  upon  one  submitted  by  Sir 
Thomas  Whittaker,  and  yet  ther^is  nr 
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min<»ity  report.  It  seems  extraordinary  that, 
if  all  the  members  of  the  Committee  were 
agreed  in  their  opinions,  it  should  have  been 
thought  necessary  to  adopt  this  entirely 
unusual,  and  almost  .  unprecedented,  course. 
Indeed  Sir  Chas.  Dilke's  draft  must  have 
been  a  remarkable  document  if  it  could 
not  have  been  amended  into  something  more 
illuminating  than  the  Report  ultimately  issued, 
quite  apart  from  any  question  as  to  whether 
or  not  one  agrees  with  the  Committee's 
findings. 

In  a  sense  these  findings  are  obvious  enough. 
After  deliberating  for  something  like  seven 
months,  the  Committee  has  come  to  a  conclu- 
sion which  probably  no  one  ever  for  a  moment 
seriously  doubted,  namely,  that  it  would  be 
practicable  to  extend  the  existing  system  ot 
abatements,  and  to  provide  for  further 
graduation  by  a  super-tax  on  large  incomes. 
Difierentiation  between  earned  and  un- 
earned incomes  is,  however,  declared 
to  be  also  practicable,  especially  if  it  be 
limited  to  earned  incomes  not  exceeding 
three  thousand  pounds  per  annum.  Upon 
this  point  there  was,  perhaps,  less  unanimity, 
and  we  are  not  altogether  sure  that  the  Report 
of  the  Committee  will  be  regarded  as  finally 
disposing  of  the  matter,  more  especially  when 
it  is  borne  in  mind  that  the  reference  to  the 
Committee  related  to  permanent  versus  pre- 
carious incomes — an  entirely  different  thing  to 
earned  versus  unearned  incomes,  assuming  that 
the  latter  terms  be  interpreted  in  the  sense  in 
which  they  are  habitually  employed  by  radical 
politicians. 

Taking  first  of  all  the  question  of  graduation. 
There  is,  of  course,  no  difficulty  in  extending 
the  maximum  income  upon  which  abatements 
to  be  allowed  to  any  desirable  extent,  but 


the  Committee  seems  to  be  under  the  curious 
impression  that  to  grant  such  abatements  upon 
larger  incomes  than  one  thousand  pounds  would 
make  the  tax  more  unpopular.    By  what 
process  of  reasoning  it  arrives  at  this  conclu- 
sion we  are  somewhat  at  a  loss  to  understand. 
Of  course,  no  one  exactly  likes  to  have  more 
tax  deducted  from  his  income  than  he  is  liable 
for,  leaving  him  to  get  back  the  excess  from 
the  Board  of  Inland  Revenue  as  best  he  can 
after  a  delay  of  anything  between  five  and  fifteen 
months;  but,  upon  the  principle  that  "half 
a  loaf  is  better  than  no  bread,"  probably  most 
persons  would  prefer  the  concession  which 
involved  this  right  of  application  rather  than 
no  concession  at  all.   We  can  quite  imagine 
that  the  concession  might  be  highly  unpopular 
with  those  members  of  the  community  who  at 
present  make  little  or  no  contribution  at  all 
towards  the  aggregate  yield  of  the  income-tax, 
but  that  is  quite  a  different    thing  from 
saying    that     the    tax   itself    would  be 
rendered  more  unpopular  by  being  made  to 
stand  upon  a  firm  basis.    Before,  however,  it 
can  be  said  to  approach  a  fair  basis,  it  is 
important  that  the  graduation  should  extend 
outwards  as  well  as  upwards,  so  that  the 
majority,  instead  of  a  small  minority,  of  the 
self-supporting  community  may  contribute  to 
it,  each  according  to  his  means.    So  long  as 
the  tax  could  be  reasonably  regarded  as  a  war 
tax,  levied  in  times  of  emergency  upon  those 
best  able  to  meet  the  temporary  strain  that 
such  times  cause,  income-tax  payers  were  not 
over-critical  as  to  imperfections  of  machinery ; 
but  now  that  the  tax  has  settled  down  to  being 
in  times  of  peace  a  charge  which,  allowing  for 
anomalies  of  assessment,  may  be  anything 
between  5  per  cent,  and  10  per  cent,  of  the 
available  income  of  business  men,  fought  in 
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all  feirQess  to  be  reconsidered  upon  an  entirely 
different  basis,  and  not  merely  from  the  narrow 
point  of  view  of  how  much  it  can  be  found 
possible  to  squeeze  out  of  an  insignificant 
minority  by  the  dead  weight  of  a  Parliamen- 
tary majority. 

There  can  be  no  doubt  that  the  injustice  of  the 
existing  method  of  assessment  and  collection 
is  so  strongly  resented  that,  however  regret- 
table it  may  be,  in  many  quarters  it  is  regarded 
as  entirely  legitimate  for  taxpayers  to  do  all 
in  their  power  to  evade  what  is  generally 
regarded  (and  by  no  means  unreasonably 
regarded)  as  an  unfair  impost.  Further 
attempts  at  squeezing  without  any  correspond- 
ing attempts  at  the  redress  of  grievances  are 
hardly  likely  to  remove  this  condition  of 
affairs ;  and,  indeed,  if  the  recommendations 
of  the  present  Committee  are  passed,  it  seems 
only  reasonable  to  suppose  that  the  systematic 
evasion  of  income-tax  will  be  regarded  as 
reasonable,  and  will  become  as  publicly  recog- 
nised and  applauded  as  was  smuggling  in 
Pitt's  time.  Shortly,  the  only  statesmanlike 
view  to  take  of  the  matter  is  to  acknowledge 
that  a  tax  generally  regarded  as  un&ir  by  those 
who  are  called  upon  to  pay  it  will  cost  so  much 
to  collect  that  it  is  not  worth  enforcing. 


TkcPoMoaM  ynitb  regard  to  the  questiims  recently 
""'"J^'**^  pat  to  the  Chancellor  of  the  Exchequer 
o«li  BtMRM.  (i)  as  to  whether,  having  regard  to  the 
6ict  that  the  State  carried  on  the  buriness  of  the  Post 
Office  Savings  Banh,  which  was  practically  that  portion 
of  a  banking  business  which  consisted  of  borrowing 
money  repayable  on  demand,  and  was  responsible  for 
^^200,000,000  of  deposits,  he  would  condder  the  advis- 
ability of  arranging  that  proper  reserves  should  be 
provided  against  these  liabilities,  as  would  be  becoming 
fai  a  banklog  »Hnmimtty;  and  (2)  as  to  whether  he 


would  state  what  proportion  the  value  of  the  assets 
of  the  Post  Office  Savings  Bank  bore  to  the  liabilities; 
if  there  were  any  deficiency,  what  was  the  approximate 
amount ;  was  such  deficiency  included  in  the  figures  of 
the  National  Debt,  and,  if  not,  to  what  extent  was  the 
correctness  of  the  figures  affected?  Mr.  Aaqalth'a 
reply  to  the  former  was  to  the  efi^ect  that  the  National 
Debt  Committee  kept  such  cash  reserves  as  e]q»ericftee 
showed  them  to  be  necessary.  The  cmditioiw  of  the 
savings  bank  business  were  so  different  from  those  of 
commercial  banking  that  he  was  unable  to  admit 
any  anak^  between  the  two  cases  In  regard  to 
the  question  of  reserves.  As  to  the  latter  he  pointed 
out  that  until  two  years  ago  it  was  the  practice 
to  make  an  annua)  valuation  of  the  assets  of  the 
savings  bank  funds  on  the  basis  of  the  current  market 
prices  of  the  securities,  and  when  any  defideney 
occurred  the  amount  was  included  among  the  coo* 
tingent  or  Indirect  Uabilitities  of  the  State  shown  in 
the  annual  return  of  the  National  Debt  The  Sairtngs 
Bank  Act,  1904,  provided  for  the  discontinuance  of  this 
method,  and  accordingly,  any  deficiency  which  it  mlg^t 
indicate  was  no  longer  shown  In  the  published  state- 
ment of  the  National  Debt.  The  Select  Committee  on 
the  Savings  Bank's  Funds  recommended  this  diange  of 
law,  and  they  were  of  opinton  that  in  the  dretim- 
stances  the  valuation  of  assets  according  to  market 
prices  was  incorrect  and  misleading.  Few  will  surely 
be  found  to  agree  with  the  view  of  the  Chancellor  of 
the  Exchequer,  that  the  Government  savings  banln 
work  under  entirely  different  principles  firom  thoM 
attached  to  commercial  banking ;  and  it  is  by  no  means 
beside  the  point  that  the  writer  of  Banking  Notes  in 
the  columns  of  a  financial  newspaper  remarks  that.  In 
the  event  of  a  run  on  the  Government  savings  banks, 
the  disbursement  of  the  small  sum  of  one  million,  which 
is  held  in  cash,  would  necessitate  a  resfitt  to  Hbt  Baak  at 
England,  which  in  its  turn  would  have  to  use  the 
bankers'  balances  to  provide  the  necessary  fundi,  thus 
throwing  a  strain  upon  other  Iwiiking  iMtitoUoia. 


Tht  Law^  Some  Idea  of  the  coi^;eflted  state  of 
iMars<  legal  business  may  be  gathered  from 
the  fact  that,  of  the  1S9  final  appeals  set  down  as  r^Kdy 
for  hearing  in  the  Court  of  Appeal  No.  i  when  the 
^result  sittings  ccnamenoed,  op  to  the  S4th  alt.  only 
twelve  finals  had  been  disposed  of,  while  fifteen  appMls 
had  been  entoed  from  iotements  ^^ea^^ood^l'iA 
Coorte  met  alter  the  LongWilfiifiy  ^^OglL 
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flM  Wwm  Tftblt  A.  contemporary  The  Law  Journal  is 
apparently  b^inning  to  discover  the 
truth  of  the  views  that  we  expressed  when  the  new 
Table  A  was  first  issned — namely,  that  it  Is  not 
possible  for  any  two  members  of  the  Bar,  however 
gifted,  to  formulate  an  ideal  set  of  regulations  for  joint- 
stock  companies  without  the  assistance  of  practical 
business  men.  The  particular  point  to  which  our  con- 
temporary  especially  directs  attention  is  the  omission 
of  any  clause  directing  the  company  to  adopt  a 
prelimtnaiy  contract  entered  into  by  a  trustee  on  its 
behalf  fot  the  acquisition  of  the  property  or  business 
tiie  company  was  formed  to  acquire.  We  do  not  know 
that  this  difficulty  Is  insnperable,  for  the  power  in 
question  might,  we  think,  quite  well  be  included  iu  the 
memorandum.  The  point  was  undoubtedly  an  over- 
right,  or  we  diould  have  heard  something  about  the 
reasons  *for  its  omission.  The  suggestion  Is  also  put 
forward  that  an  alternative  set  of  regulations  should 
be  formulated  ^  the  private  company.  This,  however, 
is,  it  seems  to  as,  getting  upon  more  debatable  ground. 


1I>*  At  the  nineteenth  meeting  of  the 

^*7'WB^'mK''  Bankruptcy  Law  Amendment  Com- 
GniunittM.  mittep,  which  was  recently  held  under 
the  presidency  of  Mr.  Muir  Mackenzie,  evidence 
was  given  by  Mr.  A.  O.  Miles,  the  deputed  represen- 
tative of  the  Institute  of  Chartered  Accountants.  It 
is  stated  that  numerous  applications  have  been 
received  by  the  Committee  from  Ireland  and  Scotland, 
but  in  view  of  the  terms  of  the  reference  the  Com- 
mittee do  not  think  it  practicable  for  them  to  extend 
their  inquiry  beyond  the  administration  of  the  bank- 
ruptcy law  in  England  and  Wales. 


na  UiMUUM  or  The  decision  of  Mr.  Justice  Joyce  in 
rriwi<P^*»  ^*  ^""^  CtTun^v  Gas  Light  and  Coke 
lUeteNBt.  Company,  which  was  given  on  tiie  28th 
ult.,  is  of  some  considerable  interest.  In  this  case 
certain  persms  applied  by  way  of  motion  under  Section 
35  of  the  Companies  Act,  1863,  asking  that  the 
Register  of  the  company  might  be  rectified  by  the 
removal  of  their  names  therefrom  as  members,  and 
for  the  repayment  of  the  moneys  paid  by  them 
respectively  in  respect  of  their  shares,  the  grounds 
put  forward  in  support  of  the  application  being  that 
the  prospectus  on  which  their  applications  had  been 
based  was  misleading  in  material  particulars  One  of 
the  pcdnts  relied  upon  was  that  since  the  issue  of  the 


prospectus,  but  prior  to  the  company  going  to  allot- 
ment, the  person  who  had  been  put  forward  as  the 
managing  directra  bad  resigned,  and  we  gather  from 
his  Lordship's  judgment  that  this  of  itself  was  a  good 
ground  for  the  application  apart  from  any  Inaccoracy 
in  the  pro^)ectn8  itselt  While  admitting  that  from  a 
practical  point  of  view  directors  would  not  be  justified 
in  going  to  allotment  in  any  case  where  the  position 
had  been  seriously  altered  since  the  date  when  appli- 
cations were  invited,  we  must  confess  that  we  do  not 
quite  know  by  what  process  of  reasoning  his  Lordship 
arrived  at  the  ccmoluaon  that  there  was  any  expressed 
or  implied  undertaking  that  appUcatfons  would  only 
be  accepted  if  at  the  moment  of  allotment  the  general 
position  and  prospects  of  the  company  remained 
unchanged.  Speaking  in  general  terms,  this  seems  to 
us  a  somewhat  unreasonable  responribility  to  throw 
upon  directors. 

_^  ^  _    ^    On  the  38th  ult.  the  Duke  of  Argyll, 
Th«  dutrUMd  . 
insUtDte  of     K.T.,  the  President-elect,  presided  at 

oix»atMtt.         dinner  givm  by  the  Institate  of 

Directors  at  the  Hotel  Cecil  to  commemorate  the  grant 

of  its  Royal  Charter  of  Incorporation.   His  Grace  was 

supported  by  the  R^ht  Hon.  Lord  Avebury  (the  present 

Prerident),  his  Honour  Judge  Bompas,  K.C.  (Chidrman 

of  the  Council),  and  many  others.   A  short  report  of 

the  proceedings  will  be  found  in  another  column  of  the 

present  issue,  and  It  Is  thus  xmnecessaty  for  us  to  refer 

to  the  matter  in  great  detail.   We  should  like  to  point 

out,  however,  tliat  the  Institute  of  Directors,  in  its 

corporate  capacity,  may  do  much  useful  work  in  the 

direction  of  combating  the  extension  of  undesirable 

municipal  trading.    This,  however,  is  a  point  that 

appears  to  have  been  fully  appreciated  by  his  Grace 

in  the  course  of  his  speech. 


Th«  iBAtltnU 
of  Astuwlu. 


Mr.  F.  B.  Wyatt,  the  President  of  the 
Institute  of  Actuaries,  delivered  bis 
opening  address  at  the  Hall  in  Staple  Inn  on  the  26tb 
ult.  After  referring  to  the  foot  that  the  Institute  had 
during  the  past  year  been  making  valuations  of  the 
Patriotic  Fund,  and  providing  a  member  to  sit  on  tbe 
Departmental  Committee  00.  Bond  Investment  Com- 
panies, Mr.  Wyatt  stated  that,  in  return,  the  Institute 
sought  a  legislative  definition  of  an  actuary,  and  to 
restrain  the  use  of  the  title  by  imqualified  persons.  One 
of  the  principal  points  in  Mr.  AVyatt's  address  was 
a  oondderatton  of  thBi^p«Hrt)^ivevi^fls)^w  domain 
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of  Ufa  assurance  which  have  happened  in  America 
daring  the  last  two  years.  It  was  said  that  the 
■dentiflc  principles  of  life  assorance  had  not  been 
found  wanting  in  any  way,  and  no  reflections  had  been 
cast  on  the  actuary's  capability  or  probity.  The  trouble 
arose  through  the  faOare  of  those  in  high  places  to 
administer  properly  the  immense  funds  entrnsted  to 
their  care,  and  it  was  to  be  hoped  that  American  com- 
panies would  adopt  the  English  system  of  control  by  a 
board  of  directors,  instead  of  by  practically  one  man. 
Ottier  matters  referred  to  In  the  course  of  this  interest- 
ing address  were  the  desirability  of  a  new  investigation 
into  the  mortality  of  Government  annuitants,  and  a 
comparison  of  German,  American,  and  English 
methods  of  conducting  life  insurance  badness. 


HuMpalBaaks.  ^®  easily  surprised  at  the 

views  expressed  by  our  contemporary 
The  Munic^al  Journal,  but  we  must  confess  that  we 
had  expected  that  the  comments  in  onr  issue  of  the 
17th  alt.,  on  its  idea  of  municipal  banking  conducted 
apon  a  pordy  paper  basis,  would  at  least  have 
enconn^ed  it  to  consider  the  problem  seriously  before 
continoing  to  nxge  its  adoption  by  all  local  authorities. 
In  last  week's  issue,  however,  we  observe  that  our  con- 
temporary returns  to  the  chaise  with  an  article  by 
Major  G.  O.  Warren,  of  Paignton.  But  we  think,  if  any 
attempt  were  to  be  made  to  put  bis  ideas  into  practice, 
a  certain  number  of  individuals  would  be  found 
willing  to  part  with  money  in  exchange  for  so-called 
bank-notes ;  but  whether  they  would  find  it  possible  to 
get  anyone  else  to  accept  those  notes  in  payment  for 
goods  or  services  supplied  is  another  question 
altogether.  Another  aspect  of  the  matter  may,  bow- 
ever,  be  put  forward  on  which  we  should  be  interested 
to  hear  our  contemporary's  opinion.  Does  It  seriously 
safest  that  the  employees  of  a  local  authority 
woDld  be  content  to  accept  payment  of  (say)  wages 
in  municipal  bank-notes.  If  not,  how  can  it  seriously 
softest  that  these  notes  can  prove  of  the  least 
value  for  banking  purposes.  So  long  as  the  authority 
does  not.  default,  they  would,  no  doubt,  have  the 
same  value  as  stock  certificates — that  is  to  say,  they 
woald  be  saleable  at  a  price  fluctuating  according  to 
circumstances — but  by  what  magic  it  is  hoped  that  they 
will  always  be  transferable  at  par,  we  must  confess 
that  we  are  somewhat  at  a  loss  to  understand.  The 
whole  incident  is,  however,  chiefly  important  as  show- 
ing that  the  mischievous  advice  given  by  a  certain 


section  of  the  press  is  really  responsible  for  many  of 
the  ill-digested  schemes  that  have  been  foisted  upon 
the  long-suffering  public  during  recent  years. 


Huloipal  A  correspondent  writing  to  The  Muni- 
cipal  Journal  of  the  30th  ult.  inquired 
whether  it  is  legal  for  an  Urban  District  Council  to  use 
the  proceeds  of  loans  in  a  general  way,  irrespective  of 
the  provisions  of  the  several  Acts  under  which  the 
moneys  were  raised,  and  at  the  same  time  forwarded  a 
statement  of  accounts  of  an  Urban  District  Council  as 
instancing  a  case  in  point  Our  contemporary  devotes 
the  best  part  of  a  column  to  explaining  away  the 
incident  as  best  it  can,  but  concludes  by  saying  that  if 
and  so  far  as  sewerage  loans  have  been  osed  for  gas* 
works  purposes,  or  money  has  been  otherwise  irr^u- 
larly  advanced  by  the  treasurers,  the  proceedings  are 
irregular,  and  op«i  to  objection.  This,  it  seems  to  us, 
is  a  somewhat  mild  way  of  describing  what  in  ordinary 
business  relations  would  be  called  a  fraudulent  mis< 
appropriation  of  trust  moneys,  but  apparently  a  different 
code  of  ethics  exists  for  members  of  local  authorities 
and  ordinary  business  men. 


Vnutdnieni  At  the  Sussex  Assizes  an  undischarged 
Bukniptoy.  bankrupt  was  indicted  for  failing  to 
disclose  to  the  trustee  administering  his  estate  for  the 
benefit  of  his  creditors  securities  to  the  value  of  £500, 
which,  it  transpired,  had  been  concealed  in  his  wife's 
dress.  As  onr  readers  are  aware,  there  is  always  a 
very  marked  disinclination  on  the  part  of  juries  to 
convict  persons  accused  of  offences  under  the  Bank- 
ruptcy or  Debtors  Acts,  but  in  this  case  apparently 
there  was  no  loophole  for  escape,  and  a  verdict  of 
"  Guilty "  was  accordingly  returned.  Mr.  Justice 
Lawrence  bound  the  prisoner  over  to  come  up  for 
judgment  if  called  upon.  While  fully  appreciating 
the  feet  that  persons  who  are  In  extreme  financial 
difficulties  will  in  their  need  do  things  which  io  their 
more  prosperous  days  they  would  never  have  thought 
of  doing,  we  may  point  out  that  frauds  of  this  kind 
are  likely  to  be  actively  encouraged  by  a  sentence 
which  amounts  to  no  punishment  at  all  following  after 
a  conviction.  The  insolvent  debtor  who  is  suffit^entiy 
unscrupulous  and  likes  to  run  the  risk  can  always 
defraud  his  creditors  to  a  very  considerable  extent. 
It  is  difficult  to  understand,  however,  why  it  should 
be  thought  necessary  to  make  the  pcocess  still  easier 
by  reducing  the  risk  to  wi^Jigitized  by  VjOOQlC 
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lltar-lfiqBli«a    With  respect  to  the  after-acquired  pro- 
frvpitT.      perty  of  a  banknipt,  the  facts  in  Re 

A .  Bennett  were  rather  uncommon.  A.  became  bankrupt 
and  died  intestate  without  obtaining  his  discharge.  After 
the  adjudication  order  be  insured  his  life  for  £3,00. 
His  relatives  knew  nothing  of  the  bankruptcy,  and  on 
his  death  tbe  halance  of  the  policy  money,  after 
deducting  the  costs  and  expenses  of  administration, 
was  divided  amongst  the  next-of-kin.  The  Official 
Receiver,  on  hearing  of  the  facts,  brought  an  action 
against  one  of  the  next-of-kin  for  the  return  of  the 
share  received  by  him.  As  it  was  impossible  to 
contend  that  value  had  been  given  so  as  to  take  the 
transaction  out  of  the  after-acquired  property  theory, 
the  Court  held  that  the  Official  Receiver  was  entitled 
to  succeed. 


nwOamnoy 


In  The  Financial  Times  Mr.  W.  R. 


Qwrtlm  iB  tiM  Lawson  has  some  interesting  criticisms 
to  make  regarding  the  basis  of  legisla- 
tion for  the  issue  of  credit  bank-notes  which  is  to  be 
submitted  to  Congress  in  the  coming  session.  The 
main  points  of  the  scheme  arrived  at  by  the  Special 
Committee  of  the  New  York  Chamber  of  Commerce 
are  as  follow : — 

First— That  National  Banks  with  a  snrplus  eqnal  to 
20  per  cent,  of  their  capital  may,  subject  to  Govern- 
ment supervision,  issue  credit  notes  np  to  40  per  oent. 
of  the  total  amount  of  their  ordinary  circniation 
secored  on  Government  t)onds. 

Seeand—That  this  extra  or  emergency  circniation  is  to 
be  liable  to  a  tax  of  2}  per  cent,  per  annam  for  pnrposes 
of  redemption. 

Third — That  undo-  certain  conditions  not  indicated  in 
the  cablegram  these  emergency  issues  may  be  auto- 
matically increased. 

Fourth— That  a  farther  issue  of  credit  notes  up  to 
12}  per  cent,  of  the  paid-ap  capital  of  the  banks  may 
be  issaed  subject  to  a  tax  of  5  per  cent. 

Fifth— That  the  law  limiting  the  redemption  of 
National  Bank  notes  to  three  million  dollars  per  month 
Im  repealed. 

Mr.  Lawson  points  out  that  the  ao  per  cent,  surplus 
reserve  proviso  dlacriminates  very  harshly  against  the 
banks  of  tbe  Far  West  and  South,  and  although  the 
ostensible  object  of  this  supplementary  currency  is  to 
finance  the  crops,  the  wheat  districts  will  only  have 
6  per  cent,  allotted  to  them  !  It  is  also  said  that  if  the 
new  currency  be  issued  up  to  its  maximimi  amount 
there  will  be  more  National  Bank  paper  in  drcnlatlon 
than  ever  there  was  silver.   It  looks,  therefore,  as  If 


currency  troubles  are  not  yet  done  with  in  the  United 
States,  and  where  each  party  seems  to  be  seeking  its 
own  hand,  as  in  the  present  case,  little  real  reform  can 
be  hoped  for. 

Bond  imwtBut  We  understand  that  the  Bond  Invest- 
CempaalM'  BiU.  meat  Companies*  Bill,  which,  it  may  be 
remembered,  sought  to  draw  these  concerns  into  line 
with  the  provisions  relating  to  insurance  companies 
commencing  business,  has  been  withdrawn. 


■mOm  u  Ll^tit   The  registration  of  a  limited  company 
as  Ur.       yfifjx  threepenny  shares  was  recently 
referred  to,  but  this  is  now  capped  by  the  reported 
formation  of  a  venture  under  the  Companies  Acts  with 
shares  of  the  nominal  amount  of  one  penny  each  1 


Prooffe  ef  DsH  ta  powers  oS  a  trustee  in  bankruptcy 
Bankroptoy.  vnth  regard  to  proofe  of  debt  cannot 
be  too  often  repeated.  It  is  well-known  that  under  these 
drcumatances  the  condderation  of  a  judgment  debt  can 
even  be  inquired  into  before  a  proof  in  respect  thereof 
is  admitted,  and  in  In  re  Van  Laun;  ex  parU  ChatUrton^ 
notwithstanding  setUed  accounts  between  the  creditor 
(a  solicitor)  and  the  bankrupt,  the  trustee  was  held  to 
be  entitled  to  open  up  the  entire  account  and  call  for 
details,  vouchers,  &c.,  before  being  called  upon  to 
admit  the  ^trf. 


„  .   .  ,  ,    Lord  Avebury's  new  volume  will  donbt- 
Mnnlclpai 

and  Vatieaai  less  attract  a  good  deal  of  attention,  and 
Tiadlatf."  whether  one  agrees  or  not  with  all  the 
views  expressed  therein  tiiere  is  much  in  the  book 
which  will  well  repay  earnest  consideration.  The 
growth  of  municipal  debt  (in  the  ten  years  ended 
xgoi-a  it  increased  by  no  less  a  8umtban;£'68,ooo,ooo!), 
the  great  Increase  in  rates,  the  ill-success  attending 
certain  ventures  carried  on  by  local  authorities,  the 
check  thereby  imposed  on  private  enterprise — aU  these 
points  are  fully  discussed  and  ably  presented.  Lord 
Avebnry  gives  some  instances  of  eccentricity  as  regards 
the  provision  for  depreciation  in  connection  with 
various  undortakings.  On  electrical  coital  of 
Xi3>50o,ooo  less  than  £90^)00  was  allowed ;  on  water- 
works' capital  of  ;^57,ooo,ooo  the  allowance  was 
;£'37,ooo;  on  ^^24,000,000  of  gas  vrorks*  capital  only 
£80,000 ;  while  £sftfiOo  was  the  allowance  on  a  tram- 
ways*  ciqittal  of  ;C9i750,ooo.  A  good^oint  is  also  made 
Digitized  byLjOOglC 
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that  two  years*  assessable  value  was  generally 
coD^dered  to  be  the  limit  of  pradent  borrowiog,  but  in 
some  modern  instaoces  debt  has  t>eea  piled  up  to  as 
much  as  seven  yean'  assessable  value.  Most  of  our 
readers,  and  all  prudent  men,  will  agree  with  Lord 
Avebury  when  he  suggests  that  when  the  debt  of  a 
local  anthwity  exceeds  the  rateaUe  value  by  a  certain 
proportion  their  Stocks  should  be  removed  from  the 
IiLt  of  trustee  securities. 


Tht  AoMHwti  of  ^*  ^  recent  meeting  of  the  London 
■iMtrta  U^faUBg  County  Council  the  Highways  Com- 
mittee  reported  that  they  had  had 
under  consideration  the  question  of  the  accouuts  of 
electric  lighting  undertakings.  It  was  stated  that  some 
time  ago  they  drew  the  attention  of  the  Council  to  the 
fact  that  in  certain  cases  the  anditor  appointed  by  the 
Board  of  Trade  under  Electric  Lighting  Acts  and 
Orders  had  pointed  out  that  certain  expenditure — e^., 
for  directors*  and  auditors'  fees,  salaries,  and  expenses 
of  management,  promotion  money  and  interest  on  loans 
and  advances — which  had  been  debited  to  Capital 
Account  should  be  transferred  to  Revenue  or  Prelim- 
inary Expenses  Account.  In  these  cases  the  companies, 
acting  on  the  advice  of  their  own  auditors,  had  declined 
to  comply  with  the  Board  of  Trade  auditor's  require- 
ments. The  question  has  now  arisen  again,  and  in  one 
instance  the  official  auditor  draws  attention  to  the  fact 
that  an  overcharge  to  Capital  Account  has  not  been 
corrected,  and  that  certain  uoreali&able  assets  have 
been  included  in  the  Balance  Sheet  while  the  [ux>viaion 
tor  d^nedation  is  inadequate.  The  Council,  on  several 
occasions,  has  pointed  out  to  the  Board  of  Trade  that 
this  overcharging  to  Capital  Account  is  of  importance 
to  local  authorities  for  the  following  reasons:  (z)  in 
connection  with  the  periodical  revision  of  the  maximum 
chaises  for  current,  as  in  conadering  in  each  case  the 
question  whether  these  charges  should  be  reduced, 
regard  must  be  had,  among  other  things,  to  the  rate  of 
dividend  paid  by  the  company,  and,  if  the  capital  be 
la^er  than  it  should  be,  the  profit  distributed  would 
show  a  lower  rate  of  dividend ;  and  (a)  in  r^ard  to  the 
price  to  be  paid  for  the  purchase  of  the  undertaking  by 
the  local  authority.  As  there  appeared  to  be  no 
machinery  under  the  Electric  Lighting  Acts  for  enforc- 
ing the  objections  of  the  public  auditor,  the  ConncU 
had  so^ested  to  the  Board  of  Trade  that  those  Acts 
should  be  amended  bo  as  to  be  brought  into  line  with 
the  Hetn^olis  Water  Act*  1871,  but  no  official  action 


in  this  direction  had  resulted.  The  Committee  recom- 
mended that  the  Board  of  Trade  should  be  again 
approached  on  the  matter,  particularly  as  to  affording 
facilities  to  the  representativea  of  the  local  authwity 
having  powers  of  purchase  to  discuss  any  questions 
arising  on  the  accounts  with  the  official  auditor.  In 
the  absence  of  specific  figures  relating  to  these  instances 
we  do  not  propose  to  consider  the  matter  in  detail,  as 
each  case  requires  to  be  discussed  on  its  merits.  We 
would,  however,  point  out  that  the  alleged  practice  of 
overeharging  items  to  Capital  would  not  necessarily 
lower  the  rate  of  dividend,  for  it  is  on  the  subscribed 
capital  that  dividends  are  paid,  and  if  Revenue  is 
relieved  of  certain  charges,  surely  there  would  be  more 
profits  available  for  distribution  1  This  seems  to  us  to 
be  the  mere  alphabet  of  accoantancy— we  do  not  know 
bow  it  appeals  to  the  Highways  Committee. 


Current  Xaw. 


Ikcohe  Tax. 

Thf  Countess  of  Shrewsbury  v.  The  Earl  of  Shrewsbury. 

Kekewlcfa,  J. 

Hdd,  that  where  annual  payments  have  been  made 
to  an  annuitant  without  deduction  for  income-tax,  and 
such  payments  have  fellen  into  arrear,  the  arrears 
may  properly  be  paid  subject  to  deduction  for  income- 
tax,  but  no  deduction  can  be  claimed  in  respect  of  the 
Instalments  already  paid.— (TtfiKs,  Nov.  28.) 


(Cortespon^ce  anO  J6nanltle0. 


All  commnnlcatloat  to  the  Editor  tbouU  bo 
by  letter  only. 


[We  are  at  all  times  ready  to  insert  eorreefoHdenee  en 
wtattert  of  interest  to  the  Profession,  htt  we  do  not  of  eomrie 
hold  ourselves  in  any  way  resfonsihle  for  the  ofiniont 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon ;  and  must  in  all  cases  be  accompanied  by  the 
name  and  addrest  of  eerrespondtnts,  not  necessarily  for 
publieatiant  but  as  a  guarantee  of  good  faith.] 


Debenture-Holders  and  Anventkes. 

[In  reply  to  Mr.  Davies,  I  don't  know  that  I  am 
called  upon  to  do  more  than  sav^"  Hast  thou 
appealed  unto  Buckley  ?  "D*^y|yg)i^i@@^fe.u 
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go,"  always  being  tmdentood  to  mean  thereby  the 
tighth,  not  the  sixth  edition  of  that  work.  If  Mr.  Davies 
will  take  the  trouble  to  refer  to  pp.  418-419  thereip, 
see  that  my  opinion  coincides  with  the  law  as 
there  laid  down,  and  that  it  is  supported  by  the  very 
cases  I  quoted — accordingly,  the  painfol  alternative  of 
chooelng  betweoi  us,  set  before  jrour  readers  by  Mr. 
Davies,  now  no  longer  ezUta. 

As  Mr.  Davies,  however,  accases  me  of  quoting 
cases  somewhat  diffidently  and  of  reasoning  only  by 
analogy,  perhaps  I  ought  to  add  a  few  words  in  justifi- 
cation of  my  methods.  To  deal  with  the  last  count 
of  hie  indictment  first.  Reasoning  by  analogy  is  and 
must  needs  be  widely  resorted  to  in  a  legal  system  such 
88  ours,  founded  to  a  large  extent  on  case  law,  and  in 
retorting  thereto  I  am  not  only  following  an  everyday 
precedent,  but  also  sinning,  if  sinning  it  be,  in  the 
excellent  company  of  Mr.  Davies  himself,  only  with 
this  difference,  that  his  analogues  are  in  truth  no 
analogues  at  all,  for  the  following  reasons— Section  45 
of  the  Bankruptcy  Act,  1883,  belongs  to  that  class  of 
sections  which  go  to  swell  the  assets  of  the  estate,  and 
which  have  bera  held  over  and  over  again  not  to  be 
imported  into  company  winding-up  by  Section  10  of 
the  Judicature  Act,  1875.  Section  41,  on  the  other 
band,  deals  with  the  distribution  of  assets,  as  to  which 
class  of  sections,  Smith,  L.J.,  in  In  re  Leng,  &c.,  p.  66, 
says *'  I  find  no  case  binding  me  to  hold  that  the 
rules  of  bankruptcy  do  not  aj^y."  The  two  sections 
are  therefore  not  analogous. 

Now,  turning  to  the  first  count  of  the  indictment, 
my  answer  thereto  must  be  that  I  am  equally  modest 
as  a  lawyer  as  Mr.  Davies  professes  himself  to  be  as  a 
layman ;  and  secondly,  that  it  did  strike  me  at  the 
time,  and  does  so  still,  that  the  specific  provision  in 
Section  10  of  the  Judicature  Act,  1875,  alluded  toby  Mr. 
Davies,  presents  a  difficulty,  inasmuch  as  an  apprentice 
or  articled  clerk  who  has  exercised  his  rights  under 
Section  41  of  the  Bankruptcy  Act  is  not  thereby  con- 
stituted a  person  "entitled  to  prove  for  or  receive 
dividends."  I  did  not.  however,  allude  to  this  possible 
difficulty,  as  it  had  not  then  been  raised  against  me. 
Now,  however,  that  the  point  has  been  taken,  all  I  can 
say  is  that  the  dictum  of  the  learned  Judge  in 
Ltng*s  case  is  quite  unccmditioned  in  any  way,  and 
is  so  adopted  by  Buckley  In  his  eighth  edition  at 
pp.  418-419.  Mr.  Davies  has  not  apparently  access  to 
the  book,  so  I  may  be  perhaps  allowed  to  quote  the 
exact  words,  viz. "  The  section  (*.«.,  SecUon  zo  of  the 


"  Judicature  Act,  1875)  introduces  into  winding-up  the 
**  bankruptcy  rules  '  as  to  debts  and  liabilities  provable' 
"  which  must  be  construed  (at  all  events  for  winding- 
**  up  purposes)  to  inclode  all  rules  as  to  (»ioiities 
"  expressly  enacted  by  any  statute  made  appUcaUe  In 
**  the  event  of  bankruptcy." 

It  is  also  worth  pointing  out  that  Mr.  Palmer,  in  his 
work  on  Companies,  says  that  th«%  is  also  a  priori^ 
under  the  Savings  Banks  Acts,  1891,  Section  13 ;  1863, 
Section  14.  Now,  on  referring  to  these  sections  it  will 
be  seen  that  the  priority  thereunder  is  not  made  a 
provable  debt,  yet  Mr.  Palmer  expresses  the  opinion 
that  it  has  a  priority  in  winding-up  which  it  can  only 
have  on  the  suppodtion  that  my  view  of  the  law  is 
correct. 

I  do  not  know  what  effect  the  revised  version  of  the 
Gospel  according  to  Bucld^  may  have  00  Mr. 
Davies's  mind,  bat  for  my  own  part,  notwithstanding  its 
support,  I  cannot  bring  myself  to  express  more  than  a 
diffident  opinion,  in  the  direction  intimated  above,  on  the 
point  under  discussion.— Our  Legal  Coktubutok.] 


Ooodwlll  la  Accounts. 
{To  iJu  Editor  9f  Tkt  Aeeomitata.) 

Sir, — I  have  just  read  the  letter  of  your  correspondent 
Mr.  D.  W.  Sinclair,  in  3rour  issue  of  24th  November, 
and  crave  your  permission  to  occupy  a  small  part  of 
your  space  in  order  to  explain  how  the  matter  dealt 
with  in  Mr.  ^clair's  letter  strikes  a  lawyer  who  cannot 
pretend  to  any  deep  knowledge  of  the  mysteries  of 
accountancy.  I  would  fain  ask  why  is  the  answer  to 
which  Mr.  Sinclair  objects,  wrong  ?  To  me  it  seems  its 
correctness  is  beyond  dlapnte.  Mr.  Sinclair's  own 
solution  appears  to  involve  the  obvious  fallacy  that  the 
goodwill  of  a  business  must  change  in  value  with  every 
change  in  the  number  of  partners.  The  facts  are  ttiat 

A.  and  B.  pay  £Z,ixx>  for  the  business,  value  the  good- 
will at  £^00,  and  demand  £^^oa  from  C.  for  the 
privilege  of  joining  the  business  as  partner  on  eqnal 
terms  with  themselves.  Now  we  must  aseume  that  the 
goodwill  so  valued  really  represents  an  asset  saleable 
for  the  sum  of  800,  and  not  a  mere  artificial  inflation 
of  the  capital  of  the  concern  at  the  instance  of  A.  and 

B.  Hence  the  sum  of  £9oo  is  an  unalterable  quantity 
and  cannot  be  arbitrarily  converted  into  £1,300,  or  any 
other  sum,  by  a  mere  manipulation  of  figures  on  paper. 
Nevertheless,  Mr.  Sing^^^^i^^gf^  total 
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^ue  of  the  goodwill  mast  be  jfifsoo,"  and  then  pro- 
caeds  to  place  this  araoant  on  the  assets'  side  of  his 
Balance  Sheet,  failing  to  see  that  in  so  doing  he  is 
fictitioosly  inflating  the  capital  of  the  business  by  the 
sam  of  j^4oo.  The  absurdity  of  this  becomes  manifest 
if  we  assome  that  A.  alone  paid  £8,000  for  the  busfness 
and  took  C.  in  as  partner  on  payment  of  jC8,8oo,  for 
then  the  figure  representing  the  goodwill  would  have  to 
appear  as  1,600— truly  indeed  a  startling  result  I  The 
source  of  Mr.  Sinclair's  error  is  the  fallacious  assump- 
tion that  C.  pays  ;£'400  as  his  shareof  thegoodwill.  He 
does  nothing  of  the  kind.  What  in  fact  takes  place  is 
that  A.  and  B.  and  C  enter  into  partnership  with  a 
capital  of  ;f  13,200,  A.  and  B.  contributing  ;{'8,8oo  in  the 
form  of  goodwill  and  other  assets,  and  C.  contributing 
;^4,400  in  the  form  of  cash,  A.  and  B.  thus  acquire  a 
two-thirds  interest  in  the  £4^400  cash,  and  C.  a  third 
interest  in  the  8,800  goodwill  and  other  assets,  making 
C.'s  interest  iu  the  goodwill  not  ,^400,  but  one-third  of 
£800 — that  is,  £266  13s.  4d.  To  say,  as  Mr.  Sinclair 
does,  that  A.  and  B.  obtain  nothing  by  this  arrange- 
ment will  not  surely  bear  examination.  They  get  that 
to  which  tiiey  are  justly  entitled,  and  no  more ;  for  if  the 
partnership  were  dissolved  on  the  following  day,  and  the 
goodwill  and  assets  sold,  A.  and  B.  would  receive 
/"SiSoo  in  cash  in  respect  of  the  sale  of  the  goodwill  and 
assets,  and  C.  the  cash  balance  of  JC41400,  minus  in  the 
case  of  each  partner  his  pro  raid  (one-tbhrd)  share  of 
the  costs  of  realisation. 

Yours  faithfully, 
T.  KERR  ANDERSON,  LL.B. 
November  agth  1906. 


{To  Ike  Editor  of  Tk«  Aecountant.) 

SiK, — I  have  read  Mr,  Sinclair's  letter  in  your  issue 
of  the  34th  inat.,  accompanied' by  an  amended  Balance 
Sheet  which  you  say  is  correct.  With  all  respect  to 
your  ruling  I  venture  to  think  that  the  answer  as  given 
in  The  Students'  TeJephone  is  the  correct  one.  Your 
correspondent  remarks  that  A.  and  B.  obtain  nothing 
as  their  share  of  the  £400  paid  by  C.  I  would  point 
out  that  although  A.  and  B.  have  paid  only  £&,ooo  each 
they  are  entitled  to  share  profits  equally  with  C,  who 
has  contributed  £St4oo. 

I  think  we  may  assume  that  C,  in  joining  the  firm, 
was  satisfied  that  the  ;£'8oo  added  for  goodwill  was  a 
fair  sum,  but  I  cannot  see  that  there  is  any  ground  for 
adding  another  £^00  merely  because  another  partner 
is  admitted.  Supposing  throe  additional  partners  had 


been  admitted  on  the  same  terms  and  paid  £6,400  each 
we  should  have,  on  the  lines  of  the  amended  Balance 
Sheet,  a  goodwill  of  £2^00,  and  Messrs.  A.  and  B. 
would  each  pocket  £600.  It  is  not  likely  that  any  new 
iirm  would  take  over  the  business  on  the  basis  of  £3,000 
goodwill,  and  it  might  very  well  happen  that  the 
business  had  to  be  wound  up  and  the  goodwill 
disappeared  entirely.  In  that  event  the  new  partners 
would  fare  badly  as  compared  with  the  two  original 
partners. 

We  should  have : — 

Sundry  Assets,  less  Reserves  . .  £10,650 
Add  £400  from  each  of  the  new  partners  12,000 

£m,65o 

Less  Creditors      . .               . .       >  •  2,650 
Divisible  between  five  partners  . .      . .  £iojooo 
Each  partner  £4^000 

But  A.  and  B.  having  previously  taken  £600  each  wonld 
come  out  with  £4,600,  whilst  the  three  new  partnen 
wonld  lose  £400  each. 

To  view  the  matter  in  a  somewhat  different  light, 
suppose  that  C.  died  immediately  after  joining  the 
partnership.  If  a  winding-up  resulted  his  estate  would, 
on  your  ruling,  suffer  to  the  extent  of  £400,  whilst  A. 
and  B.  would  benefit  £300  each.  If,  however,  the 
Burvivlng  partners  continued  to  trade,  they  would  have 
to  pay  out  C's  representatives  £8,400,  the  amount  of 
Ills  capital.  In  that  event  A.  and  B.  wonld  either  have 
to  refund  £200  each,  and  consequently  write  off  £400 
goodwill,  or  continue  to  retain  the  £i,aoo  goodwill  on 
the  books ;  the  latter  course  would  be  absurd. 

I  maintain  that  ttie  whole  sum  of  £8400  paid  by  C. 
is  partnership  money,  and  no  portion  should  be  appro* 
priated  by  individual  members  of  the  firm. 

Yours  fidthfully, 

H.  NORMAN. 

Devixes,  2Bth  November  1906. 


[To  tkt  Editor  ef  TJu  Aeeoumamt.) 

Sir,— It  is  with  great  diffidence  that,  as  a  candidate 
for  the  forthcoming  Intermediate  Examination,  I  take 
exception  to  the  amended  Balance  Sheet  which  Mr. 
Sinclair  appends  to  his  letter  appearing  in  your  issue 
tA  the  34th  inst.,  and  to  which  you  sign^your  approval 
by  an  editorial  note,  but  ^^^^{(Kr. 
Sinclair  is  in  error  in  bis  treument  of  the  goodw. 
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It  is  agreed  tb&i  the  goodwill  of  the  busiaras  be  valued 
at  £800  before  C.  is  admitted  as  a  partner.  When  C. 
is  admitted  be  pays  cash  into  the  business  sufficient  to 
make  him  an  equal  partner,  which  amount  is  naturally 
equal  to  either  of  the  other  partners*  shares,  namely, 
£4,400, 

Now  this  :C4,400,  it  is  agreed,  is  the  amount  necessary 
to  make  C.  a  one-tbird  owner  of  the  assets  of  the 
partnership,  therefore  Cs  share  of  the  goodwill  of  the 
business  is  £a66  13s.  4d.— one-third  ofjfSoo— andwhen 
C.  enters  the  partnership  the  shares  of  the  original 
partners  in  the  goodwill  are  reduced  in  proportion,  as 
is  always  the  case  when  a  firesh  partner  is  introduced. 

Mr.  Sinclair's  treatment  of  the  subject  seems  directly 
at  variance  with  the  fundamental  principle  of  goodwill, 
for  an  incoming  partner  does  not  immediately  create 
goodwill,  but  only  pays  for  his  share  in  that  ahnady 
made  by  the  business. 

Also  to  say  that  the  original  partners  obtain  nothing 
as  their  share  of  the  amount  introduced  by  C.  in 
respect  of  goodwill  is  a  statement  I  cannot  understand, 
because  it  has  been  necessary  for  C.  to  introduce  ^^400 
more  cash  into  the  business  to  purchase  his  third  share 
of  the  assets,  which  £400  is  clearly  a  fresh  asset  of  the 
partnership,  so  that  A.  and  B.  each  benefit  to  the  extent 
of  ;f  133  6s.  8d.,  for  their  respective  shares  in  the  good- 
will of  £400  each  are,  on  the  admission  of  C,  converted 
into  £266  13s.  4d.  goodwill,  and  133  68.  8d.  cash— in 
other  words  A.  and  B.  each  sells  one-third  of  his  share 
of  the  goodwill  to  C,  and  in  exchange  each  obtahis  one- 
third  of  the  additional  £400  which  the  hiclusios  of  the 
asset,  Goodwill  £QoOt  made  it  necessary  for  C.  to  bring 
in. 

I  cannot  see  how  Mr.  Sinclair  justifies  the  increase  of 
the  goodwill  from  £800  to  /■i,20o,  and,  as  I  am  anxious 
to  learn,  I  shall  esteem  it  a  fo.vour  if  yon— who  support 
his  view— or  he  will  explain. 

Yours  faithfully, 
PaosPECTivB  Candidate  for  the  Intermediate. 
30ih  November  igoG. 


{Tc  iie  Editor  of  The  Accountant.) 
Sir,— I  was  rather  surprised  to  read  Mr.  D.  W. 
Sinclair's  remarks  on  the  above  subject  in  your  issue 
of  November  a4th,  and  more  surprised  to  find  that  you 
agree  therewith.  I  cannot  but  feel  that  the  matter  has 
not  received  year  full  consldezation. 


The  answer  given  by  the  Students*  Tdepkmu  0£  Mr. 
Sinclair  has  explained  the  question  correctly)  is,  in  my 
opinion,  the  right  one,  and  the  two  correqwndents  who 
dealt  with  this  matter  in  your   laat   issae  have 

undoubtedly  the  right  view  of  the  case. 

The  question  definitely  states  that  before  C.  j<uns 
the  partnership  ;^8oo  is  to  be  included  m  the  partner- 
ship assets  for  goodwill,  thus  increasing  the  Capital 
Accounts  of  A.  and  B.  by  £400  each.  By  increasing 
the  assets  by  /'i,200  for  goodwill  Mr.  Sinclair  upsets 
the  terms  of  the  partnership  arrangement. 

I  have  looked  into  the  case  which  Mr.  Sinclair  claims 
to  be  analogous  in  Dicksee's  "  Treatment  erf  Goodwill" 
and  I  find  that  it  is  quite  distinct.  Whereas  the  latter 
case  states  the  new  partner  is  to  be  admitted  on  his 
paying  a  certain  sum  for  capital  and  a  furtho*  sum  fat 
a  one-third  share  in  the  business— which  further  sum 
for  comparison  we  may  put  at  ;^4oo,  thus  implying  that 
the  goodwill  is  £1^00^  which  is  diviable  between 
A.  and  b. — the  former  case  states  that  £800  is  to  be 
the  sum  added  for  goodwill  before  C.  joins,  and  all 
that  the  new  partner  C.  is  required  to  do  is  to  bring  in 
an  equal  amount  of  capital  as  stands  to  the  credit  of 
A.  and  B.  after  the  goodwill  has  been  dealt  with. 

I  would  advise  Mr.  Sinclair  to  re-read  the  two  cases, 
when  no  doubt  the  differences  will  be  revealed;  and 
I  would  be  pleased  if  you  would  again  look  into  the 
cases,  and  if  yon  then  disagree  with  Mr.  Sinclair 
kindly  mention  same  in  your  paper,  as  probably  a  few 
students  would  be  misled  by  your  former  remarks. 

Yours  faithfully, 

Srd  DeemberiyoA.  L.  A.  REDDALL. 


{To  tit  Editor  of  Tkt  Aetommimmt.) 

SiB, — Some  students  nalght  be  inclined  to  think  that 
the  question  quoted  by  Mr.  D.  W.  Sinclair  is  dealt  with 
by  him  in  a  manner  which  does  not  altogether  lack 
novelty. 

I  must  admit  that  I  find  myself  in  agreement  with 
the  Balance  Sheet  printed  on  p.  634,  for  it  does  appear 
to  be  based  on  the  facts  given. 

With  reference  to  the  "amended"  solution  on  p.  635, 
it  m^ht  be  asked  why  the  value  of  goodwill  should  be 
increased  to  £1^00  when  the  qnesition  distin^y  states 
that  £Boo  is  the  amount  at  which  it  is  to  be  included. 

Surely  one  is  not  expected  to  presume  that  because 

an  asset  is  valued  at  j^z^^Scf'^P^^^ 
two  peraons,  the  value  oil  the  same  aasei^^^ioiiU  be 
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incroBBed  by  50  per  cent  when  another  partner  Is 
introdaced. 

If  Mr.  Sinclair  has  a  difficulty  in  realising  that  the 
original  partners,  A.  and  B.,  benefit  by  the  valuation  of 
the  goodwill  at  3^800,  and  this  would  appear  to  be 
suggested  by  paragraph  4  of  his  letter,  periiaps  it 
might  be  advieaUe  for  him  to  prepare  separate  Balance 
Sheets  at  three  stages  of  the  proceedings,  viz. : — 

(1)  Immediately  A.  and  B.  acquired  the  business 

for  ;£'8,ooo ; 

(a)  When  it  had  been  agreed  to  include  Goodwill  as 

an  asset  valued  at  £800 ;  and 
(3)  When  C.  has  paid  in  sufficient  cash  to  make  him 

an  equal  partner. 

These  statements  can  be  readily  prepared,  and  it  will 
be  at  ooce  apparent  therefrom  that  A.  and  B.  do  benefit 
by  having  each  of  their  Capital  Accounts  credited  with 
/400  more  than  the  amount  oziginally  bron^t  in  by 
them. 

Yours  truly, 

27th  November  1906.  DISCIPULUS. 


(7*0  the  Editor  of  TJu  Accountant,) 

Sib, — I  have  been  considerably  interested  in  the 
comments  of  the  two  subscribers  to  your  journal  on 
the  above  subject,  more  puticniarly  by  contrast. 

"  Gwent's  "  observations  are  sound,  so  &r  as  they  go, 
but  miss  the  whole  point  of  the  question.  Mr.  Ball, 
too,  does  the  same,  but,  like  some  of  our  late  poli- 
ticians, prefers  to  go  the  whole  hog,  and  dogmatically 


expresses  himself  by  saying  that  he  wiU  show  that  the 
amended  Balance  Sheet  of  A.,  B.,  and  C.  (as  drawn  np 
by  myself  and  approved  by  you)  to  be  wrong ;  thus 
falling  into  the  pit  dug  for  him  by  the  examiner,  which 
shows  that  he  has  never  heard  of  those  lines  of 
Horace— "Vis  conall  expers  moleruit  sua,"  which 
is,  *'  Force  without  judgment  falls  by  its  own  weight," 
thus  making  his  remarks  a  work  of  supererogation. 

I  quite  agree  with  both  "  Gwent "  and  Mr.  Ball  that  if 
£9oo  be  taken  as  the  value  of  the  GoodvdU,  a  third 
share  of  that  would  be  ^^266  13s.  4d.,  or  6b.  8d.  to 
A.  and  B,  respectively ;  but  this  is  not  the  question,  the 
question  is  that  A.  and  B.'s  proportion  int^  ss  of  the 
value  of  the  Goodwill  shall  be  agreed  to  be  £800,  not 
the  value  of  the  asset  as  a  wholef  which  is  £i,w>o;  more- 
over, my  original  contention  was  that  the  value  of  the 
proportion  of  the  Goodwill  paid  by  C.  was  not  credited 
to  the  original  partners,  "either  on  their  Capital 
Accounts  or  on  Loan  Accounts,"  as  in  any  case  they 
should  receive  more  as  their  proportion  of  the  asset  of 
Goodwill  than  the  incoming  partner,  which  point  they 
have  entirely  ignored. 

Taking  Mr.  Ball's  own  figures  as  the  basis,  he  con- 
tradicts himself,  inasmuch  as  he  states  that  the  asset 
"of  the  £800  for  Goodwill  was  created  before  C. 
"  entered  the  firm,"  and  then  proceeds  to  say  that  the 
assets  are  ;^io,65o,  plus  the  £4,400  brought  in  by  C.| 
less  the  liabilities ;  a  most  eatraordinazy  statement,  as 
be  ignores  the  very  existence  of  the  asset  which,  he 
has  just  asserted,  pre-existed.  This  is  simply  juggling 
with  the  figures  to  give  the  required  result 

Mr.  Ball's  figures  should  be  dealt  with  as  follows : — 


Dr. 


A.,  B.,  AND  C— Balancb  Sbbbt. 


Cf. 


Creditors  

I^riners'  Capital  Accounts  :— 

A  

Aild  Half-share  Goodwill.. 


Ltss  Ilalf-slwre  proportlvu  [uid  by  C. 


Aitd  HalE-sbaifl  Goodwilt. 


I.as  Hall-shiire  propuriiuir  imld  by  C. 
C  (Cuh  as  par  contnt)  


£ 

S 

d 

4,(n:o 

0 

0 

400 

0 

0 

a 

0 

6 

B 

0 

u 

400 

0 

u 

0 

0 

6 

£  s  d 
2  630  o  o 


4,260  13  4 
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But  this  accoant,  although  showing  the  partners' 
Capital  Accoonts  as  equal,  is  obviously  not  intended, 
as  it  makes  them  odd  amounts,  apart  from  the  distinct 
wording  of  the  question. 

I  hope  my  comments  have  made  this  clear,  that  what- 
ever the  agreed  amount  of  the  Goodwill,  it  has  the  effect  of 
making  the  original  partners'  interests  w  the  assets  unequal, 
unless  they  are  paid  out  their  proportion  of  the  premium 
paid  by  the  incoming  partner. 

I  conclude  with  these  remarks,  and  hope  that  where 
such  debatable  matters  as  these  are  under  discussion 
Mr.  Ball,  as  well  as  myself,  will  bear  in  mind  the 
importance  of  the  motto,  *'  Festina  Lente." 

I  am,  yours  faithfully, 
December      1906.  D.  W.  SINCLAIR. 


Executorship  AcconoU. 

{To  the  Editor  of  The  Accountant.) 

Sir, — I  should  be  obliged  for  your  opinion  (with 
authority)  on  the  following : — 

A.  6.  died  on  June  29th,  leaving  investments  of  the 
nominal  value  of  £100,  quoted  on  that  date  at  £107 
cum.  div.  A  dividend  was  subsequently  declared  for 
year  ending  June  30th  of  £i. 

On  the  schedule  being  filled  up  some  months  later, 
would  the  correct  method  be — 

Proprietary  Shares  of  PabUc  Companies  ...  ^£'107 
Dividend  declared  and  aoorued  due  in 
reqwct  of  the  above    5 

or  should  the  be  left  out  on  the  ground  that  it  is 
included  already  in  the  quoted  price  cum.  div.  ? 

Yours  truly, 

November  30/A  1906.  T.  H.  J. 

Municipal  Accounts. 

(To  tie  Editor  of  The  Aeccmntaia.) 

SiK,— Referring  to  the  letters  on  the  above  subject 
which  have  appeared  in  The  Accountant  from  the  pen  of 
Hajor-General  Babbage,  I  fully  endorse  the  view 
expressed  by  "A  Municipal  Accountant"  that  the 
majority  of  the  Major-General's  ideas  on  municipal 
financial  administration  are  carried  out  in  practice— if 
not  quite  in  the  manner  in  which  he  su^ests  (indeed, 


some  of  his  suggestions  are  almost,  if  not  quite  imprac- 
ticable, and  these  could  only  have  emanated  from 
someone  possessing  a  very  superficial  knowled^  of 
accountancy). 

I  am  entirely  opposed  to  the  suggestion  that  the 
accounts  of  local  authorities  should  be  kept  on  a  basis 
of  receipts  and  payments. 

This  matter  has  been  fully  thrashed  out,  and  all 
municipal  accountants  are  now  practically  unanimous 
in  favour  of  "  income  and  expenditure." 

Your  correspondent  is  apparently  in  &vour  of  both 
Income  and  Expenditure  and  Receipts  and  I^jrments 
Accounts  being  shown  in  the  published  accounts,  but 
what  useful  purpose  is  served  by  stating  the  receipts 
and  the  payments  ?  In  the  case  of  undertakings  of  a 
commercial  nature  what  the  public  want  to  know  is 
how  much  profit  has  been  made,  and  this  cminot  be 
ascertained  from  a  statement  of  reraipts  and  payments, 
and  80  long  as  the  income  and  expenditure  is  shown  I 
do  not  see  any  necessity  for  showing  also  the  rec^pts 
and  payments.  I  may  say  I  have  gone  to  the  trouble 
of  having  a  statement  of  receipts  and  payments 
prepared,  aoSataa  rdates  to  the  accounts  of  my  own 
Council,  but  the  statement  has  been  of  practically  no 
value  and  certainly  did  not  justify  the  additional  time 
and  trouble  involved  in  its  preparation. 

Conadering  that  a  large  proportion  of  your  correspcm- 
dent's  ideas  on  this  subject  are  already  carried  out  in 
most  municipalities,  I  fear  he  will  have  to  find  some 
other  remedy  for  "  the  bitter  cry  of  the  ratepayers  '*  I 

Yonrs  truly, 

S.  F.  ECKERSLEY. 

St.  Annes-on-Sea,  %rd  December  1906. 


Departmental  Accounts. 

{To  the  Editor  of  The  Aeeeuntanl.) 

Sir,— I  shall  be  glad  If  you,  or  some  of  your  readers 
who  are  conversant  with  Merchants'  Departmental 
Trading  Accounts,  would  suggest  a  satisfactory  basis  of 
apportioning  indirect  expenses   over  the  difEerent 

departments. 

One  of  my  clients  carries  cm  a  la^  wholesale 
merchandise  business,  and  hitherto  the  indirect 
expenses — such  as  counting-house,  packing,  travelling, 
and  branch  offices  expiiOes^-faimrbeen  i^portionad 


December  8,  1906.  THE  ACCOUNTANT 


699 


over  the  several  departments  in  the  same  ratio  as  their 
individual  sales  bear  to  tbe  total  sales ;  but  the 
partners  thinlc  this  is  a  rather  nnjost  method,  as  some 
of  the  departments  which  are  increasing  their  sales  are 
bdng  saddled  with  a  larger  portion  of  expenses,  while 
those  wliich  are  stationary  are  consequently  having 
their  expenses  reduced.  I  have  suggested  that  an 
arbitrary  percentage  of  the  total  expenses  be  charged 
to  each  department,  snch  percentage  to  be  based  on 
an  average  to  be  worked  oat  from  the  actual  amounts 
cha^^  during  the  past  three  or  five  years,  but  the 
partners  do  not  thialc  this  would  be  any  improvement. 

There  Is  not  any  "  labonr  "  bads  on  which  expenses 
conld  be  based,  hence  my  writing  3^00  on  the  matter. 

Thanldng  yon  in  antldpatioa, 

Yours  truly, 

DeceMber  yd  1906.  DEPARTMENTAL. 


Form  of  Accounts. 
{To  tkt  Editor  fff  Tk»  Aecemmtctit.) 

Six, — I  shall  be  glad  to  know  whether  it  is  usual  or 
more  correct,  in  preparing  accounts,  to  show  in  the 
"  Profit  and  Loss  Account,"  or  in  the  "  Profit  Appro- 
priation Account" — whichever  method  of  showing  the 
distribution  of  profit  is  emplc^ed — the  gross  amount  of 
dividend  paid  to  ordinary  shareholders,  or  the  net 
amount  after  deducting  tax,  presuming  the  dividend  is 
paid  less  tax.  Also  I  shall  be  glad  to  kuow  whether, 
when  the  dividend  is  paid  tree  of  tax,  you  would  show 
the  amount  of  dividend  plus  tax. 

It  is,  of  coarse,  understood  that  if  the  amount  of  tax 
paid  on  dividends  distribated  is  debited  with  such 
dividends  to  the  Profit  Appropriation  Account  the 
credit  for  tbe  amount  will  be  in  reduction  of  income- 
tax  chargeable  before  arriving  at  the  balance  of  profit. 

Thanking  you, 

I  am,  yours  fidthfiilly, 

INCORPORATED  ACCOUNTANT. 
4/A  December  1906. 


Secret  Com  missions. 

{T»  t»$  Editor  of  Tkt  Aeeomntant.) 

Sir.— A  little  while  back  you  printed  the  Secret 
CommisBlons  Act,  which  comes  into  force  on  ist  Janaaxy 


next,  but  I  have  not  noticed  that  you  have  dealt  with 
the  matter  in  its  bearing  on  audits. 

We  ail  know  commissions  have  been  paid  by  many 
companies  In  the  past,  but  after  this  Act  comes  into 
force  will  it  be  safe  for  auditon  to  pass  such  items  of 
expenses  ? 

The  payment  of  a  secret  commission  becoming  a 
misdemeanour  would  become,  would  it  not,  a  misappro* 
priation  of  funds  ? 

Yours  EaiUifully. 


ist  Deambtr  igo6. 


Z.  A. 


Floating;  Charges  and  Equitable  Mortgaces. 

(To  iht  Editor  of  The  Acceantant.) 

Sir,— Referring  to  your  note  on  above  subject  at 
page  657  of  this  week's  Issue.  The  judgment  in  tbe 
case  of  the  Standard  Rotary  Machine  Co.,  Lim., 
appears  to  me  to  be  very  far-reaching.  Apparently 
the  effect  of  It  will  be,  if  a  company  finds  itself  in 
difficulties,  the  directors  can  mortgage  all  the  floating 
assets  (notwithstanding  the  prohibition  in  the  deben* 
tares  against  doing  s'>),  and  when  everything  is  sold  up, 
save  the  premises  and  fixed  machinery,  put  the  company 
into  liquidation,  wh^n  probably  the  most  valuable 
portion  of  the  debenture-holders'  security  is  gone. 
This  will,  to  my  mind,  make  debentures  a  very  unsafe 
security  instead  of  being  (as  heretofore  ocmsidered} 
the  soundest  kind  of  investment. 

If  the  registration  of  mortgages  and  charges  under 
the  Compajiies  Act,  1900,  is  not  sufficient  notice  (avail- 
able as  the  records  are  to  anyone  who  cares  to  enquire), 
it  would  seem  as  if  this  portion  of  the  Act  was  only, 
intended  to  protect  creditors,  leaving  the  poor  debenture- 
holders  to  look  after  themselves. 


Yours  faithfnlly. 


1st  Decmb$r  X906. 


R.  A. 


Income  Tax. 

(Ttf  tkt  Editor  of  The  Accountant.) 

Sir,— I  think  your  correspondent  "  Enquirer  "  rather 
misses  the  point  in  his  interpretation  of  the  Act  as 
it  affects  life  insurance,  and  I  do  no^^Bl^d^^e^l^* 
tiation  he  adduces  is  qaite  iStK^  '^^  o 
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It  appears  to  me  that  the  iDtentioQ  of  the  Act  is 
clear  eaough— that  while  the  premium  for  life  insarance 
is  an  allowable  deduction  aflet  the  amount  for  assess- 
ment has  been  ascertained,  it  may  not  be  treated  as  a 
charge  upon  the  ^ofiis  of  the  business. 

I  should  say  that  in  the  second  case  supposed  by 
your  correspondent,  there  would  be  no  tax  to  pay,  as 
the  £^  otherwise  taxable  would  be  more  than  absorbed 
by  the  {,t  insurance  premium. 

Yours  faithfully, 
London,  ist  Decmber  1906.     5AML.  WM.  FLINT. 


Sttspeiuion  of  Articles. 

(ZV  tkt  jSditor  of  Th»  Aeeoimtaia.) 

SiKr-I  am  very  much  obliged  for  the  Information 
ccmveyed  in  your  issue  of  the  a4tb  ult.  and  the  ist  inst 

I  agree  to  tbe  fullest  extent  in  all  that  you  say,  and 
no  donbt  from  a  common-sense  view  of  tbe  matter  your 
remarks  are  ap^cable  to  a  boy  fresh  from  school,  but 
the  &cts  of  my  case  are  as  follow : — 

I  entered  into  articles,  not  in  the  capacity  of  a  boy 
fresh  from  school,  but  having  bad  an  all-round  office 
experience  abroad  over  a  period  of  three  and  a  half 
years,  and  the  concession  of  time — viz.,  an  hour  less 
tiian  the  nsnal  office  hours — made  in  my  case  was  not  to 
check  the  feeling  of  confinement  of  office  life,  but  to 
obtain  an  experienced  man  at  a  salary  next  to  nothing. 

Yours  faithfully, 

yd  Decmber  1906.  FAIRPLAY. 

[We  do  not  grasp  the  last  part  of  this  letter.— Ed. 
Acct.] 


Dlsfraachlsement  of  Companies. 

{To  tkt  Editor  of  Tk$  AteomMtant.) 

Sir, — I  should  be  glad  if  you  or  some  of  your 
readers  would  inform  me  if  the  chaurman  of  directors 
of  a  limited  company  is  entitled  as  such  chairman  to 
a  municipal  and  parliamentary  vote. 

Yours  faithfully, 
November  1906.  NOVICE. 

[Surely  our  correspondent  must  know  that  he  is 
not?— En. 


Certificates  as  to  ^flts. 

{To  the  Editor  of  The  Accountant.) 

Sir,— Your  issue  of  the  26tfa  May  1906  contained  a 
criticism  of  the  Kent  County  Gas  Fro^Mctus  in  which 

was  a  certificate  given  by  a  Chartered  Accountant. 
Would  it  be  wasting  your  valuable  space  if  you  were 
to  emphasise  tbe  point  raised  in  the  issue  above  men- 
tioned, in  view  of  tbe  present  actions  against  tbe  Kent 
Gas,  &c.,  Company  ? 

I  am  sure  It  would  be  of  general  aernce  to  the  pro- 
feasion  if  yoa  were  to  devote  a  short  article  to  it  again. 

Yours  faithfully, 

agth  November  1906.  COSMOS. 


Toutlns. 

{To  tk*  Editor  of  Tk*  Aeeountant.) 

Sib, — I  enclose  a  catting  from  to-day's  issno  of  tbe 
Bristol  Daily  Press.  I  should  be  glad  of  an  opinion 
from  you  or  any  of  your  readers  as  to  whether  advertis- 
ing of  this  description  Is  strioUy  In  accordance  with 
the  etiquette  of  the  profession. 

I  am,  yours  faithfully, 

December  ist  igo6.  A  BRISTOL  A.C.A. 

"  Experienced  London  Chartered  Accountant  (now  in 
Brist61)  can  immediately  undertake  Tempoiary  ot 
Permanent  work  in  district,  for  profession  or  otherwise : 
Auditii^,  Bookkeeping,  or  InvestigatioDS.  Income  Tax 
Recovery  Expert." 


{To  the  Editor  of  The  Accouniamt.) 
Sir, — The  enclosed  newspaper  cutting  explains  the 
ingenious   method    employed   by  an  Incorporated 
Accountant  in  this  district  to  advertise  himself  to  the 
worid  at  large  and  the  boot  trade  in  pacticolar. 

He  even  goes  a  step  further  than  this,  for  not  being 

quite  sure  that  every  boot  manufacturer  may  have  read 
this  important  letter,  and  fearing  that  in  consequence 
they  (not  of  course)  may  be  losers  thereby,  Mr. 
Incorporated  Accouotant  has  had  this  letter  printed  as 
a  pamphlet,  and  sent  a  copy  to  every  manufacturer  in 
the  district. 

I  do  not  know  what  impresaon  soch  a  letter  would 
make  on  the  mind  of  a  man  In  a  ia:^  way  of  business, 
but  I  should  imagine  tbftiduni^ftati^din&it  Jie  would 
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fancy,  by  the  style  and  tone  of  it,  that  he  was  reading 
a  letter  written  by  some  wotkman  in  the  boot  trade 
who  bad  been  attending  night  school. 

I  thought,  Mr.  Editor,  it  might  be  of  interest  to  some 
of  your  readers,  but  I  do  not  think  yon  ought  to  give 
the  gentleman  another  gratuitous  advertisment  by 
publishing  bis  name. 

Yours,  Ac, 

Deumber  ist  1906.  LEGION. 

INCOME-TAX  ASSESSMENTS. 

[To  the  Editor  of   .) 

**  Sir,~As  appeals  against  the  above  are  just  now  the 
order  of  the  day,  I  should  like  to  take  advantage  of  the 
opportunity  of  bringing  home  to  the  minds  of  your 
numnrons  readers,  through  the  medium  of  your 
columns,  in  what  sense  this  very  important  question  of 
income-tax,  under  Schedule  D,  payable  on  the  profits 
of  a  business,  affects  them.  To  begin  with,  knowing 
what  the  state  of  the  leather  market  has  been  for  a  long 
time  past,  and  what  chance  manufacturers  have  had  of 
making  such  profits  as  they  get  the  credit  of  making, 
I  would  ask  how  nkany  manufacturers  axe  there  in  busi- 
ness to-day  who  are  paying  this  tax,  and  who,  if  only 
the  true  facts  ware  ascertained,  ought  not  to  pay  any- 
tlung  like  the  amount  they  are  paying,  while  a  good 
prc^rtioa  ought  not  to  pay  anything  at  all.  Why  do 
they  pay  it?  One  of  the  reasons  is  that  they  do  not 
know  any  way  out  of  it,  and  they  consider  paying  the 
easiest  method  of  getting  rid  of  the  matter.  Others  will 
pay  rather  than  have  their  books  '  gone  through,'  as 
they  term  it,  while  a  certain  section  pay  because  they 
consider  they  are  (under  their  present  assessment)  still 
on  the  right  side  of  the  hedge.  Are  they?  Pwhaps! 
They  bug  the  notion  to  themselves  that  they  are,  but 
do  not  let  them  be  too  certain  about  it.  I  might  con- 
vince some  <^  them  to  the  contrary.  The  result  of  theii 
trading  might  revaa2  something  totally  difierent  to 
being  on  the  nght  side  of  the  hedge.  Further  than 
this,  the  assessment  does  not  stop  where  it  was  last 
It  keeps  eroding  up,  and  up,  and  up,  and  sooner  or 
later  you  consider  they  have  got  you,  and  at  last  you 
squeak.  Then  what  does  it  mean?  It  you  are  not  pre- 
pared to  pay  just  as  you  have  done  in  the  previous 
years — that  easy  way  I  have  referred  to — you  kick 
against  the  assessment,  and  in  the  end,  finding  talk- 
ing and  aignment  to  be  useless,  you  have  to  give 
pn^per  Trading  Accounts  to  the  authorities  and  prove 
to  them  concIusiTely  what  your  business  is  really 
doing  before  yon  can  get  it  knocked  down  to  its 
correct  figure.  This  might  just  as  well  have  been  done 
at  first,  and  probably  have  saved  both  money  and 
annoyance.  I  do  say  this  :  If  you  are  not  making  the 
amount  of  profit  you  are  assessed  at,  don't  pay  it. 
Why  should  yon?  Set  to  work  and  find  out  what  yon 


should  pay  on.  Where  is  the  sense  of  a  man  paying 
for  what  he  has  not  had?  You  would  scarcely  pay  for 
goods  yon  do  not  get  j  you  would  never  dream  of  taking 
out  a  licence  for  a  carriage  or  a  dog  if  yon  did  not 
keep  one.  Then  why  pay  on  profits  yon  do  not  make? 
If  I  may  advise  the  readers  of  the  Jemmal,  let  them 
go  to  someone  who  understands  the  boot  trade  and 
have  their  books  and  accounts  put  in  proper  form  and 
regularly  audited.  They  need  not  then  pay  duty  on 
any  supposed  or  estimated  profits  any  more,  i^ile  the 
figures  will  be  advantageous  in  many  respects,  not  the 
least  of  which  is  the  fact  of  showing  them  where  and 
how  they  stand  from  time  to  time.  It  would  be  a 
means  of  saving  them  money  and  such  a  lot  of  worry. 
It  is  quite  a  common  thing  to  get  these  assessments 
reduced,  and  sometimes  wiped  ont  altogether.  I 
could  give  many  instances,  but  professional  secrecy 
precludes  my  entering  into  particulars.  One  thing  is 
absolutely  certain :  A  few  guineas  a  year  spent  on  an 
audit  and  in  the  complete  overhauling  of  one's  books 
is  a  tip-top  investment,  and  saves  its^f  over  and  over 
again. — ^I  am.  Sir,  yours  faithfully. 


Incorporated  Accountant  and  Auditor.'* 


Prevention  of  Defakattons. 

(r0  tM  Editor  of  Tlu  Aeeomnlma.) 

Sir, — Replying  to  the  enquiry  of  your  correspondent 
"  A.  B."  last  week,  under  the  above  heading,  it  is  quite 
common  for  auditors  to  ascertain  the  correctness  or 
otherwise  of  customers'  accounts  by  having  statements 
of  account  sent  to  the  various  firms  appearing  in  the 
Ledgers ;  and  it  is  obvious  that  where  the  number  of 
customers  is  very  large,  such  a  check  is  essential.  The 
method  of  having  the  statements  sent  to  the  auditor's 
offibe  to  be  sent  off  is  not  sufficient,  for  it  would  be  as 
easy  for  an  official  to  withhold  statements  in  this  case 
as  in  the  other  which  "  A.  B."  relates. 

The  only  thorough  way,  to  my  mind,  is  for  the  auditor, 
with  an  assistant,  if  possible,  to  attend  on  the  day 
following  the  one  to  which  the  statements  refer,  vrh&a 
the  statements,  having  been  made  out  and  envelopes 
addressed  on  the  evening  before  by  the  staff,  will  be 
checked  with  each  Ledger  Account. 

A  schedule  will  be  made  of  the  amoonts  as  they  are 

checked,  and  each  statement  put  up  In  its  correspond- 
ing envelope  with  the  circular,  asking  that  discrepancies 
be  notified  to  the  auditor  direct. 

It  is  important  that  these  be  kept  AttttM  ^^If^s 
custody  and  posted  by  him.  ig  t  zed  by  ^OOg  IC 
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Had  this  method  been  adopted  by  the  firm  which 
"  A.  B."  refers  to,  the  frauds  could  uot  fall  to  have  been 
discovered,  or  perhaps  even  prevented. 

Yours  faithfully, 
ZfA  Deembtr  1906.  NEWCASTLE. 


Ucendns  Act,  1904,  and  Income  Tax. 

[To  the  Editor  of  TMe  Acecmntamt.) 

Sir. — Referriog  to  Messrs.  Rawlings  and  Witldoson's 
letter,  the  Surveyors  of  Taxes  have  declined  to  allow 
the  compensation  levy,  and  I  understand  that  the 
Brewers*  Society  is  Ukely  to  take  the  matter  up. 

Mr.  Danckwert's  opinion  is  based  upon  Brickwood  v. 
Reynolds  (11  Brewing  Trade  Review,  1897,  p.  389). 

This  compensation  levy  differs  from  repairs  to  tied 
houses,  inasmuch  as  the  latter  are  supposed  to  be 
covered  by  an  allowance  of  one^sixth  under  Schedule 
"A." 

When  the  Act  of  1904  was  passed  it  was  clearly 
miderstood  to  tM  a  tax  upon  the  trade,  and  the  whole 
of  it  Is  an  expense  necessary  to  carry  on  the  trade. 
Clause  3  of  the  Act  states  that  it  is  "  as  part  of  the 
duties  on  the  correspoodiog  excise  licence."  If  the 
whole  of  the  compensation  were  paid  by  the  tenant 
therefore,  he  could  deduct  It,  but  as  the  Act  only 
saddles  a  part  of  this  duty  on  the  tenant,  the  landlord 
has  to  bear  the  remainder. 

If  the  brewery  companies  traded  only  with  free 
houses  a  discount  of  about  35  per  cent,  would  have  to 
be  allowed,  and  such  allowance  would  not  be  disputed 
by  the  income-tax  authorities. 

4tk  Dscmbori9o6.  DANIEL  HILL. 


The  Accountants'  Magazine  and  Lecturva  to 
Ensllsh  Sodetlea. 

{To  iht  Editor  of  Tkt  AeeoumtMU.) 

Sir,— Our  attention  has  been  called  to  a  statement 
affecting  us  In  your  issue  of  24th  November,  under  the 
heading  "  A  Warning  to  Lecturers,"  which  Is  not  quite 
accurate.  When  we  accept  a  contribution  for  this 
magasine  we  usually,  if  agreeable  to  the  autlior, 
acqnke  the  right  of  publication  by  payment  of  a  fee. 


When  the  author  does  not  accept  remuneration  we  do 
not  seek  to  enforce  copyright 

Yours  faithfully, 
The  Editor  of  The  Accountants'  Magazine. 
Edinburgh^  December  4th  1906. 


Solicitors  and  the  interests  of  their  Clleats. 

{To  tlu  Editor  of  Ti§  Aceommtamt.) 

Sir, — It  may  interest  some  of  the  readers  at  your 
journal  to  know  what  goes  on  in  the  accountants*  pro- 
fession, if  it  may  be  so  termed,  by  our  giving  you  s 
recent  experience.  We  have  been  auditors  of  a  large 
firm's  accounts  here  for  over  thirty  years,  and  tbe 
principal  has  just  died,  leaving  perhaps  more  liabilities 
(amoDgst  which  is  a  bill  of  ours  for  over  ;£'ioo  toe  audit 
fees)  tban  assets.  A  few  days  prior  to  the  death  the 
solicitors  to  the  estate  sneaked  in  another  accountant, 
pretending  he  was  representing  the  estate  of  a  late 
brother  to  the  said  principal,  but  as  a  matter  of  &ict  he 
was  employed  by  the  said  solicitors  to  prepare  the 
accounts  for  probate,  a  part  of  our  audit  work  still 
remaining  unfinished ;  in  each  case  the  wife  has 
been  left  executrix,  consequently  under  the  thumb 
of  their  lawyers,  who  have  met  a  ready  response  from 
a  so-called  Chartered  Accountant  here,  who  has  the 
reputation  of  losing  no  opportunity  of  getting  wocfc 
**  somdiow." 

The  family  in  question  Is  related  to  our  senior  by 
marriage,  and  they  are  on  the  most  friendly  terms. 
The  estate  requires  all  the  assistance  it  can  get,  funds 
being  short  even  to  the  extent  of  feeling  an  accoim- 
tant's  bill  of  a  few  hundred  pounds,  wbi<^  our  firm, 
under  the  adverse  circumstances,  would  have  gladly 
conceded.  The  family  now  ask  us  to  renew  our  tnll, 
for  the  solicitors  dare  not.  Do  you  think  we  are  wrong 
in  declining  to  do  so  until  the  extraordinary  conduct 
of  the  solicitors  and  accountant  is  explained  ? 

Perhaps  the  Institute  of  Chartered  Accountants 
would  like  to  know  the  name  of  this  oracle ;  if  so,  I  shall 
be  quite  prepared  to  famish  it  through  you. 

Yours  obediently, 
CHARTERED  ACCOUNTANT  OF  x88a 
December  4k  1906.  Digitized  by  GoOglc 
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TEbe  5n8tftute  of  Cbartete^  accountants 
in  Bnoland  ant»  TRRales. 


At  a  special  meeting  of  the  CoancU,  held  on  Wed- 
nesday, the  5th  December  1906,  at  the  Hall  of  the 
Institatet  Moorgate  Place,  E.C.,  there  were  present  :— 

Mr.  W.  B.  Peat,  President,  in  the  chair;  Mr.  J.  B. 
Ball,  Vice-President ;  and  Messrs.  W.  Ashworth,  J.  W. 
Barber,;.  H.  Blackburn,  W.  Blease,  £.  M.  Carter, 
Ernest  Cooper,  Sir  John  Craggs,  Sir  Walter  Fisher, 
Messrs.  J.  Ford,  John  Gane,  A.  H.  Gibsoa,  T.  Gregory, 
J.  G.  Griffiths,  J.  E.  HalUday,  B.  W.  Hardcastle,  J.  S. 
Harmood- Banner,  M.P.,  A.  C.  Harper,  F.  A.  Jenkins, 
H.  Woodbom  Kirby,  G.  Walter  Knox,  J.  Mather,  A.O. 
Miles.  F,  W.  Pixley,  F.  J.  Saffery,  G.  Sneath,  W.  A. 
Stone,  J.  M.  Wade,  E.  Waterhouse,  T.  A.  Welton, 
F.  Whinney,  T.  W.  Woodthorpe,  and  F.  J.  Young. 

The  following  persons  ceased  to  be  members  of  the 
Institute  :— 

Mr.  Frank  Geoi^e  Roberton,  A.C.A.,  ii  Fraser 
Building,  Moatreal. 

Mr.  Henry  Jaim  Rush,  A.C.A.,  loa  Clive  Street, 
Calcutta. 

At  the  ordinary  meeting  of  the  Conncil,  held  at  the 
conclusion  of  the  special  meeting,  a  suggestion  from 
the  Northern  Institute  of  Chartered  Accountants  that 
the  Autumnal  Meeting,  which  will  be  at  Newcastle- 
upon-Tyne  in  1907,  should  be  held  on  the  3rd,  4th,  and 
5th  October,  was  agreed  to. 

The  Secretary  reported  the  death  of  Mr.  J.  £.  Gnnn, 
F.C.A.,  CardiE 


Soon  R«c«iit  Additions  to  tho  Library. 


Purchased. 

Encydopsdia  of  Accounting.  Edited  by  G.  Lisle,  C.A. 
Vol  7  (Forms  and  Precedents).   Ediabuigfa  :  1906. 

The  Accounts  of  Executors  and  Trustees.  By  P.  W. 
Chandler.  Two  vols.  London :  1906. 

Bookkeeping  for  Accountant  Students.  By  L.  R. 
Dicksee,  F.C.A.  Fifth  Edition.  London :  1906. 

Accountancy.  By  P.  Bates.  London :  1906. 

PrinciplM  of  Bookkeeping  applied  to  Lawyers'  Trans- 
actions.  By  T.  J.  Millar,  C.A.    Edinburgh:  1906. 

The  Solicitors'  Qerk,  Fart  II.  [including  Bookkeeping, 
Tmst  Accounts,  ftc-J.  By  C.  Jones.  Fourth  Edition. 
London:  1905. 


Friendly  Societies'  Report  for  1905.   Fart  A. 
Palmer's  Index  to  TAe  Times,  July-September  1906. 
Farliameataxy  Debates.  Vol.  la  of  1906. 

Presented  by  the  Council. 

Supplement  to  the  Catalogue  of  the  Library  of  the  Law 
Socie^,  1891-1906. 

Prestnied  by  the  Authors. 
How  to  Read  a  Balance  Sheet  of  a  Commercial  Concern. 

By  F.  W.  Pixley,  F.C.A.   Loudon :  1906. 
Bookkeeping  for  Fanners  and  Estate  Owners.  By 

Johnson  M.  Woodman,   F.C.A.     Fourth  Edition. 

London :  1902. 

Presented  by  Daniel  Hill,  F.C.A. 
Revue  ^onomique   internationale.    Vol.    4,    No.  i, 
[containiLng  "Les  soci^t^s  antmymes  en  Angleterre," 
by  John  Paterson].  1906. 

Presented  by  W.  H.  Hutckinam,  Borough  Accountant. 
Borough  of  Colchester  Abstract  of  Accounts,  i905-ti. 


lEbe  Cbarteret)  Bccountants'  fienevolent 
B00octattom 


The  Honorary  Secretary  of  the  Benevolent  Associa- 
tion sends  us  a  first  list  uf  sabscriptions  and  donations 
which  be  has  received  as  a  result  of  the  special  appeal 
to  the  members  of  the  Institute,  which  was  made  last 
April  by  the  President  of  the  Association  (Mr.  Edwin 
Waterhouse,  F.C.A.). 

This  generous  response  is  extremely  satisfactory ; 
but  uofbrtunately  the  increased  demand  on  the  funds 
of  the  Association  still  continDes,  and  it  is  hoped 
that  the  Christmas  season  may  not  be  considered 
to  be  an  Inopportune  one  in  which  to  appeal  to  those 
who  have  not  already  replied  to  the  President's  letter 
to  remember  the  wants  of  those  who  have  been  brother 
professional  men,  or  of  their  widows  or  orphans. 


DOMAXIONS. 

t  %  d 

Clover,  R                            Poitamouth  . .  sag 

Dovey,  C.  E                            Cudlff        ..  ..     33  lo  0 

Frands  &  Shaipa                  London  . .  550 

Gane,  J.                               London       ..  aS  s  o 

Griffiths,  P.  D  London       . .  , .  880 

Jachaon,  H                              London        ,.  33  10  o 

Limebeer,  H                           London        ,.  i    i  o 

Paikiuon, CD                     Wairingtoo  . .  , ,      i  t  o 

KnswU.  R.  G                        Middlesbnngh  0  lo  6 

We*t,A.G                          Keadlnc  ..     10 10  o 
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Naw  Annual  Subscribers. 


C  »  d 

Beddow,  F   IxmdOB        ..  ..      3  3° 

Baker,  Sattoa  &  Co.        ,.  London  ,.      3  3  o 

Barnard,  W.  M   London        ..  3  3  « 

Fifther,  Sir  Walter          ..  Biimingbam . .  ..  330 

Fox,  W.  M   LoDdon  3  3° 

FrieDd,W.C   London  3  3  o 

Kemp,C.Kteh  London       ..  3  3° 

Kemp,  C.  W.  U   London  ..      3  3  o 

Kemp,  K.  T   London       ..  ..      3  3  e 

Leete,  H.  G   Kragaridorp . .  3  3  o 

Miles,  A.  O   London        ..  3  3  o 

Mnrray,  A.     ..      ..  Manchester  ..  ..      3  3  ^ 

Maltby,  L   London        . .  3   3  o 

Nichols,  C.  L   London  . .  330 

Preston,F.W   Leieester  ..  330 

Rnssell,  F-  H   Cairo   3  3  o 

Sneath.G   Loadwi  3  3  0 

Smart,  F.  B   London  3  3  <> 

bendell.G.E   London       ..  ..  330 

Snowden,  H.  J   London  . .  330 

Satffery,  F.  ]   London  . .      3  3" 

Whinney,  F   London  3  3° 

Wyon,  A.  W   London  330 

Yoong,F.J   London  ..  330 

Cnftgt,  Sir  Jtdin            . .  London       . .  2  s  o 

Carter,  R.  N   Manchester  ..  ..      a  2  o 

Dovey,  C.  E   Cardiff   220 

Moun^y,  W.  E   Liverpool  ..      2  2  0 

While,  E.  D   Liverpool     ..  ..      2  a  a 

Alldrn,  W.  E   Newcastle-upon-Tyne     i    i  o 

Batchelor,  J.  T   K ingsum -OD-Thamcs       i   i  o 

Barker,  H   London  ..      i  i  o 

Batt,  A.  A   Stoke-on-TTent  ..      i   i  o 

BnUer,  G.  H   Dublin   i  i  o 

Brittain,  T   Birmingfaani . .  i   t  o 

Blease,  W   Liverpool  i   i  « 

Brettell,  H.  W   Birmingham  ..  i    i  o 

Butlerfield,  W.  T   Bradford      . .  110 

Betteridge,  E   Reading  i   i  0 

Bell,  J   Manchester  ..  ..      i    1  o 

Casey,  A.  B   PwtsiDaiitb  ..  i   i  0 

Clover,  R   Portsmouth  . .  110 

Carpenter,  R   Brighton  i   i  o 

Culshaw,  A   Urmskirk     . ,  i   i  o 

Chapman,  A   Birmingham  . .  i   i  o 

Chantrey,  W.  H   London  i  i  o 

Carr, }   Newcastle-upon-Tyne     i    I  o 

Collier,  P.  O   London  110 

Cookson,  B   Liverpool  i   i  0 

Cash,  W   London  .,      i    i  o 

Daly,  R.  R   Liverpool  110 

Eybm,  T   Newcaatle-npon-Tyne  100 

Porster,  W.  C   Neweaatln-upon-Tyne     i  t  o 

French,  H.  N.        ..  Liverpool  i   i  o 

Fedden,  F.  C   London  t   i  o 

Fincham,  R.  F.  W   London        . ,  . .      i    I  u 

Freshwater,  IL  W   London  i    i  o 

Gibson,  J   Liverpool     . .  1    i  a 

Garneit,  J.  P   Manchester  ..  110 

Grant,  F.  O   London       . .  . .      i   i  0 

Greenwood,  F.  T   London  . .      i  i  o 

Hamon,  W.  George  Sheffield  i  i  o 

Hawson,  W.  Grafton  Sheffield       ..  i   i  o 

Holdsworth,  F.  A   Leeda.,  .,      i    i  o 

Holland,  T.  W.       . ,      . .  London        , .  , .      i    i  o 

Holt.G.E.ftSoQS  ..  Liverpocd     .,  i   i  o 

Jeakinson,  N.  W   Sheffield  i    i  o 

Kellaway,  A.  J   London        ..  ..      i    i  o 

Keit!uA.Bt   London       „  ..      t  1  o 


London 

t 

X 

0 

Llnnett,  C.  J  

Loi>don 

I 

I 

0 

London 

I 

I 

0 

I 

r 

0 

Morrish,  A.  G. 

London 

t 

I 

0 

Morton,  H.  J  

Reading 

t 

0 

Birmingham  .. 

I 

t 

0 

Dottcaster 

, 

I 

0 

CalcnlU 

I 

0 

Port  Louis    . . 

■ 

I 

0 

Ltmdon 

I 

0 

LI'verpool 

I 

0 

London 

I 

I 

e 

Hndders6eld. . 

I 

I 

0 

London 

t 

I 

0 

Robinson,  B.   . .      . .      . . 

N  ewcastte-opOB-Tyne 

I 

t 

0 

Sheffield 

I 

I 

0 

Seebohm,  R.  B  

Gloncester  . . 

t 

I 

0 

I 

I 

0 

Birmingham . . 

I 

t 

0 

Steward,  F.J. 

London 

t 

I 

e 

Sanderson,  H. 

Londoo 

I 

r 

0 

London 

I 

r 

s 

Birminghani . . 

I 

I 

o 

Short,  W.  H  

Cdchester  ., 

I 

I 

o 

LondM 

I 

0 

Londm 

I 

I 

0 

Whinnerah,  H  

Liverpool 

I 

r 

0 

Whinnerah,  W  

Liverpool 

1 

I 

0 

Great  Halrem 

I 

0 

Waterbouse,  N.  E  

Loodon 

I 

0 

London 

t 

0 

Wilson,  F.  B  

London 

I 

0 

Liverpool 

r 

e 

Woodhouse,  H.  W. 

Liverpool 

I 

0 

Liverpool 

1 

0 

Annual  Subscriptions  Increased. 

Ikckeabx  of 

Two  GuiMEAS. 

£ 

B 

a 

Davies,  H.  G.  T  

London 

3 

■ 

0 

London 

2 

a 

0 

London 

2 

s 

0 

Leeds  .. 

2 

2 

0 

Halsey,  L.  E  

London 

2 

a 

0 

Hart,  H  

Rotfaerham  . . 

a 

a 

0 

London 

a 

0 

fiOndun 

a 

0 

Leake,  P.  D  

London 

2 

0 

Shnttleworth,  T.  E  

Sheffield 

2 

0 

London 

t 

0 

Woodthorpe,J.W. .. 

London 

2 

0 

Inckbau  or  Omb  GtmiXA. 

Ashwortb,  W.  

Bfandiester  .. 

I 

e 

Coates,  C.  H  

CalcntU 

I 

0 

6 

0 

The  Companies'  Diary  and  Agenda  Booe.  1907.  Jordan 
&  Soni,  120  Chancery  Luae,  W.C. — This  particular  diary  U 
compiled  maialy  for  (be  use  of  secretaries,  directors,  and  other 
company  officials,  nod  containa  a  large  amount  of  spedaj  tafor- 
matlon  relative  to  their  duties  and  on  qnestioos  of  daily 
occurrence.  The  size  of  the  book  is  foolscap  folio.  The  diary 
portion  has  now  beea  extended  so  as  to  give  three  days  on  each 
page,  instead  of  a  week  as  heretofOTe.  A  quire  of  ruled  paper 
for  agenda,  rough  minutes  of  proceedings  at  meetings,  and  for 
use  as  a  general  note  or  record  book,  is  iocltided,  and  a  few 
specially-ruled  pages  are  prorldad  Cor  mem&tndE  wdoin^dm 
of  apennaneot  nattue.        Digitized  by  vjOOvt  li^ 
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ZtK  Cbartered  accountant  Stubents 
Societs  or  xonbon. 


The  Duty  and  Responsibility  of  Auditors  with 
regard  to  the  ttem  **Stock-la-Trarfe**  oa  a 
Balance  Sheet. 


By  CvxiL  F.  BtBD,  A.C.A. 


A  UEBTIKC  of  the  I^ndon  Society  was  held  at  the 
Institute  on  Wednesday,  34th  October  1906,  when  the  prize 
essay  in  connection  with  the  Junior  Essay  Competition 
was  read  by  the  sttccessfnl  competitor,  Mr.  C.  F.  BiSD, 
A.C^.  Mr.  A.  O.  Miles,  F.C.A.,  who  had  acted  as 
arbitrator,  took  the  chair.  The  following  is  the  text  of  the 
prize  essay : — 

Altfaoogh,  particulaily  to  those  versed  in  accountancy, 

it  may  perhaps  appear  superfluous  to  give  a  definition  of 
a  Balance  Sheet  and  Stock-in-Trade,  yet  in  order  to  dis- 
cuss properly  the  matter  suggested  in  the  title  to  this  paper 
it  has  been  thought  as  well,  if  not  indeed  necessary,  to 
give  a  delinition  of  both  these  terms,  and  that  particularly 
for  the  obvious  reason  that  in  order  to  discuss,  comment 
upon,  or  define  the  duty  and  responsibility  of  anyone  with 
regard  to  any  particular  matter  or  subject  it  seems  ! 
essential  to  have  from  the  outset  a  clear  idea  of  what  such 
matter  or  subject  is  or  comprises. 

A  Balance  Sheet  may  be  said  to  be  a  statement  showing 
the  financial  position  of  a  concern  according  to  the  books 
of  account  of  that  concern.  It  need  hardly  be  said  that 
the  books  of  account  should  be  so  kept  as  to  show  as 
nearly  as  is  humanly  possible  the  true  financial  position  of 
tfie  concern,  in  which  case  the  Balance  Sheet  should  be  a 
true  reflection  of  such  position. 

That  portion  of  the  goods  purchased  or  acquired  by  a 
trader  or  trading  concern  for  trading  purposes  (i.;.,  for 
intended  sale)  remaining  unsold  at  any  particular  date 
may  be  termed  the  "stock-in-trade"  of  such  trader  or 
trading  concern  at  such  particular  date.  Trader  or  trading 
concern  includes  a  sole  trader,  a  partnership,  or  a  com- 
pany. By  goods  is  meant  merchandise,  whether  existent 
as  raw*  material  or  as  manufactured  or  partly  manufactured 
material,  cdther  on  the  hands  of  the  proprietor  or  pro- 
prietors tiumselves,  at  in  the  bands  oi  agents  or  consagnees 
for  sale  by  them  for  such  proprietors. 

Having  arrived  at  the  above  definitions  of  the  item 
*Stock-in-Trade  "  and  a  "  Balance  Sheet."  the  determinable 
issues  in  this  paper  may  be  considered  to  be :  To  what 
extent  are  auditors  responsible  for  tiie  correctness  of  the 


value  placed  apon  or  against  this  item  (Stock-in-Trade)  on 
this  statement  (Balance  Sheet),  and  what  ia  their  duty 
with  regard  to  the  checking  and  verification  of  the  amount 
taken  credit  for  in  soch  statement  in  respect  of  the  value 

of  such  item? 

Generally,  an  auditor's  duty  with  reference  to  a  Balance 
Sheet,  as  voiced  by  the  Courts  and  endorsed  by  the 
accountancy  [Hrofeasion,  is  to  certify  that  such  Balance 
Sheet  is  a>rrect  according  to  the  books,  having  first  used 
reasonable  care  and  skill  in  ascertaining  not  only  that  the 
Balance  Sheet  agrees  with  die  books,  but  that  the  entries 
in  the  books  correctly  show  the  tme  financial  positfon. 
Naturally,  this  du^  extends,  broadly  spewing,  to  every 
item  in  the  Balance  Sheet,  including  "sto^-in-lrade."  It 
is  necessary,  however,  to  discuss  an  auditor's  duty  and 
responsibili^  with  reference  to'  this  particular  item  much 
more  ftilly,  and  for  this  pntpose  the  discussion  will  be 
divided  into  tvra  parts,  viz. : — 

{a)  The  legal  aspect. 

{b)  The  commercial  or  pr<rfessional  aspect. 

The  reason  for  so  dividing  the  discussion  is  this :  In 
matters  of  account  an  auditor's  bare  limit  of  duty  and 
responsibility  may  be  defined  by  law,  but  such  definition 
may  be  opposed  to  what  an  auditor  considers  to  he  his 
I  conscientious  and  proper  duties  and  his  personal,  profes- 
<  sional,  or  moral  responsibility  connected  with  the  per- 
formance of  iaa  duties.  Apparent  failure  in  duties  from 
the  point  of  view  of  general  professional  opinions  and 
sound  commercial  principles  may  not  be  open  to  question 
as  involving  liabilities  from  a  strictly  l^al  point  of  view. 

The  legal  aspect  of  this  subject  has  been  defined  by  two 
cases,  the  Kingtton  Cotton  Mill  Company,  Lim.,  and  the 
Iritk  Woollen  Company,  Lim.  v.  Tyson  and  others.  It  will 
be  as  well  peibaps  to  give  a  short  ontlioe  of  each  of  these 
cases  before  showing  the  resultant  legal  idea  of  an 
auditor's  duty  and  responsibility  with  reference  to 
"  stock-in-trade." 

In  the  first  case  the  Official  Receiver  as  liquidator  of  the 
Kingston  Cotton  Mill  Company,  Lim.,  took  out  a  summons 
i^ainst  die  directors  and  auditors  of  the  company  to  obtain 
a  declaration  from  the  Conrt  tfiat  such  directors  and 
auditors  were  liable  to  make  good  to  the  assets  of  the 
company  moneys  of  the  company  improperly  applied  in 
payment  of  dividends,  on  the  ground  that  such  dividends 
were  paid  on  liie  faith  of  certain  Balance  Sheets  drawn  up 
by  the  directors  and  certified  by  the  auditors.  The  only 
part  of  the  case  that  need  be  mentioned  here  is  t3ie  one 
that  bears  directly  upon  this  subject,  which  is  that  one 
of  the  grounds  upon  which  the  Official  Receiver  contended 
that  the  auditors  were  ll^^^^  that  the  -v^t  placed 
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upon  the  item  "stock-in-trade"  in  the  Balance  Sheets 
was  infinitely  laiger  than  the  realisable  value  of  such  stock 
as  actually  existed  at  the  dates  of  the  Balance  Sheets. 
The  facts  of  the  case,  as  given  by  Lord  Justice  LindJey, 
were  these: — "For  several  years  the  manager^  for  the 
"purpose  of  making  the  coii^)any's  positt<m  appear  more 
"favourable  than  was  actually  the  case,  deliberately 
"exaggerated  the  quantities  and  values  of  the  company's 
"stock-in-trade  represented  by  cotton  and  yarn.  Pat- 
"ticulars  of  this  stock  were  entered  in  a  Stock  Jownal, 
"which  purported  to  show  the  quantities  and  values  of 
'such  stock  under  various  heads  at  the  end  of  each  year, 
"and  a  sununaxy  showing  the  total  value  of  all  th«  stock. 
"  This  summary  was  signed  by  the  manager,  and  the  value 
"as  shown  by  it  was  adopted  by  the  auditors  and  taken  by 
"thmi  as  the  value  of  stock-in-trade  for  insertion  as  an 
"asset  in  the  Balance  Shoet,  but '  as  per  manager's  certifi- 
"cate.'  The  summary  always  corresponded  with  the 
"accounts  summarised,  and  the  auditors  ascertained  that 
"this  was  the  case." 

Lord  (then  Mr.)  Justice  Vat^faan  Williams  decided  that, 
alAoogfa  the  directors  were  not  liable  for  relying  upon  the 
statements  of  their  manager,  the  auditors  were  so  liable. 
Against  thds  decision  the  auditors  appealed,  and  the 
Appeal  Court  Judges,  consisting  of  Lords  Justices  Lindley, 
LopeSf  and  Kay,  allowed  the  appeal,  reversing  the 
decision  of  Lord  Justice  Vaughan  Williams. 

Lord  Justice  Vaughan  Williams,  in  his  decision,  evi- 
dently came  to  the  conclusion  that  the  books  and  returns 
relating  to  the  stock  were  so  kept  as  to  be  capable  of 
arousing,  and  that  in  fact  they  should  have  aroused,  the 
suspicion  of  an  auditor  examining  them,  and  that  the 
anditOTS  who  did  examine  them  were  guilty  of  want  of 
reasonable  care  and  of  failure  in  their  duty  in  not  having 
their  suspicions  aroused. 

Lord  Justice  Lindley  came  to  the  conclusion  that  the 
circumstances  of  the  case  were  not  such  as  to  arouse 
suspicion  or  demand  fiuther  inquiry,  and  that  conse- 
quently the  auditors  wMe  not  wanting  in  reasonable  care, 
ox  guilty  of  failure  in  their  duty  in  not  becoming 
suspicious  and  making  further  inquiry,  and  in  not  con- 
sidering it  aiecessary,  in  this  particular  case,  to  check  the 
manager's  returns,  but  relying  upon  sudi  returns  made  by 
one  whom  they,  the  auditors,  reasonably  believed  to  be  a 
competent  and  trusted  expert. 

It  is  rather  difficult,  and  perhaps  a  little  presumptuous, 
to  express  any  opinions  on  these  decisions  in  consequence 
of  only  being  able  to  judge  the  merits  of  the  case  from  a 
perusal  of  newspaper  reports  thereon,  which  makes  it 
impossible  to  enter  folly  into  the  circumstances  and  weigh 
all  the  evidmce  pro  and  con.    Consequently  it  is  not 


proposed  to  go  into  any  very  lengdiy  discussion  of  the 

case. 

Hie  present  writer  holds,  and  it  is  thonght  that  the  same 
opinion  is  held  by  the  profession  generally,  that  Tx>rd 
Justice  Lindley's  decision  was  essentially  a  wise  and  jnst 
one,  and  both  in  a  general  way  and  as  regards  this  par- 
ticular case  a  fairly  accurate  idea  of  an  auditor's  dnties 
as  to  stock-in-trade. 

It  would  seem  from  these  remarks  that  the  legal  and 
professional  aqiect  of  this  subject  are  not  in  conflict ;  from 
wbich  it  might  appear,  having  regard  to  previous  remarks 
made  as  to  the  reason  or  desirability  of  discussing  these 
aspects  as  distinct  and  separate,  that  no  very  good  purpose 
is  served  in  so  dividing  the  discussion.  Opinions,  how- 
ever, invariably  differ,  and  it  is  quite  possible  that  scHne 
of  the  profession  may  consider  that  in  this  particnlar 
case  the  judgment  of  the  Appeal  Court  did  not  accurately 
express  what  should  be  an  anditor's  duty  and  responu- 
bility  generally  with  reference  to  this  snbject  For  this 
reascm,  and  for  another  more  important  one  now  to  be 
mentioned,  the  case  has  been  discussed. 

Apart  from  the  difference  between  what  in  this  case 
may  be  considered  professicmally  right  and  what  may  be 
considered  legally  right,  and  apart  from  its  individual 
merits,  upon  which  opinions  may  or  may  not  differ,  its 
importance  to  the  profession  is  Ihai  portion  of  Lord 
Justice  Lindley's  judgment  bearing  directly  upon  the  duty 
and  fixing  the  responsibility  of  auditors  as  to  stock-in- 
trade  generally  or  universally  rather  than  in  individnal 
cases.  This  portion  of  his  Lordship's  jtidgment  may  be 
given  in  his  exact  words : — "Hie  auditors  did  not  profess 
"to  guarantee  the  correctness  of  this  item  (stock-in-trade). 
"They  assumed  no  responsibility  for  it.  Tb^  took  the 
"item  from  tfie  manager,  and  the  entry  in  the  Balance 
"Sbeet  showed  that  they  did  so.  I  confess  that  I  cannot 
"see  that  their  omission  to  check  his  returns  was  a  breadi 
"  of  their  duty  to  the  company.  It  is  no  part  of  an  auditor's 
"duty  to  take  stock.  No  one  contends  ^t  it  is.  He 
"must  rely  on  other  people  for  details  of  the  stock<m- 
"trade  in  hand." 

In  these  words  we  have  a  legal  definition  of  an  auditor's 
duties  and  cesponsil^lities,  which,  qnke  ^»rt  from 
whether  or  not  such  definition  is  in  accord  with  profes- 
sional opinion  generally,  must  be,  and  is,  of  paramount 
importance  to  an  auditor,  and  that  for  the  reason  that  it  is 
the  means  of  gianting  him  protection  and  freeing  him  from 
responsibility  in  cases  where  he  has  used  what  is  con- 
sidered reasonable  care  and  skill  in  the  performance  of  his 
duties  and  has  yet  failed  to  detect  frand. 

Lord  Justice  Lopes,  in^^M^.^^lgm^^^wi^^||^enI 
idea  of  an  anditor's  dutwiB,  equally  ap^^at^  and 
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intended  so  to  b«  to  this  itun  of  stock-in-trade.  The 
resultant  idea  of  his  judgment  was  that  an  auditor  is  not 
bound  to  be  more  than  reasonably  cautious  and  careful, 
and  where  there  was  oothing  to  excite  oi  arouse  bis 
suspicions  he  was  justified  in  accepting  statements  made 
by  tried  servants  of  a  company;  bat  if  there  were  any- 
thing calculated  to  excite  his  suspicion^  he  should  probe 
it  to  4he  bottom. 

With  reference  to  the  second  case,  the  Irish  WcoUen 
Company,  Zim.  v.  Tyson  and  others,  as  the  general  effect 
of  the  decision  of  the  Court  therein  was  essentially  the 
same  as  that  of  the  Court  in  the  Kingston  Cotton  Mill  case^ 
it  does  not  now  seem  necessary  to  discuss  it ;  it  would,  too, 
seem,  to  a  certain  degree,  futile  to  discuss  it  on  its  indi- 
vidual merits,  for  the  same  reason  as  given  previously 
relative  to  the  first  case,  and  because  circumstances  so 
largely  alter  cases  that  no  one  case  can  necessarily  be 
deemed  a  precedent  for  any  other  case  or  for  general  law ; 
moreover,  decisions  in  an  Irish  Court  (in  which  this 
second  case  was  tried)  are  not  legal  precedents  in  England. 

In  summing  up  the  foregoing  remarks,  the  general  effect 
of  the  legal  decisions  as  to  auditors'  duties  and  responsi- 
bilities with  regard  to  ^ock-in-trade  would  appear  to  be 
that,  where  there  is  nothing  calculated  to  arouse  their 
suspicions,  they  are  justified  in  relying  upon  statements 
made  by  and  certified  by  properly  authorised  and  com- 
petent servants,  provided  perhaps  that  they  take  the  pre- 
caution to  convey  diat  they  do  not  accept  responsibili^ 
for  the  value  placed  upon  the  stock  by  the  insertion  in  the 
Balance  Sheet  of  the  words  "  as  per  So-and-so's  certificate  " 
against  this  item.  That,  at  any  rate,  they  must  use  reason- 
able care,  skill,  and  diligence  with  reference  to  ^e  inser- 
tion of  this  item.  That  it  is  no  part  of  their  duty  to  take 
stock,  and  that  they  do  not  in  any  case  guarantee  the  value 
placed  upon  the  stock,  and,  consequently,  if  reasonable 
care  and  skill  are  exercised,  they  are  not  responsible  for 
such  valuation.  It  might  be  said  here  that  with  this  view, 
broadly  speaking,  commercial  and  professional  opinions 
are  in  agreement,  but  as  to  this  further  comments  will  be 
made  lator. 

It  should  be  noted  that  the  legal  aspect  of  l^s  subject 
gives  a  general  idea  of  an  auditor's  duties  rather  than 
shows,  as  perhaps  it  hardly  could,  what  actual  detail  work 
an  auditor  should  usually  perform  to  discharge  his  duties, 
and  what  questions  of  principle,  if  any,  there  are  for  his 
constderatton.  In  the  treatment  of  the  professional  or 
commercial  aspect  of  the  subject,  it  is  considered  that 
this  paper  would  not  be  complete  unless  at  leiAt  a  general 
idea  of  such  detail  work  was  given,  at  the  same  time  not 
losing  sight  of  the  broader  principles  involved ;  and  in 
this  respect  the  necessity  of  giving  the  defioiition  of  Stock* 


in-Trade,  which  was  done  in  thft  earlier  part  of  the  paper, 
will,  it  is  hoped,  be  both  aj^jMuent  and  appreciated. 

It  cannot  be  contended  even  from  a  legal  point  of  view, 
and  most  emphatically  not  from  a  professional  one,  that 
no  detail  work  need  fall  upon  an  auditor  with  reference 
to  stock-in-trade.  It  might  be  contended  from  a  legal 
point  of  view,  although  this  appears  doubtful,  that  no 
questions  of  principle  as  to  the  valuation  of  stock-in- 
trade  fall  upon  an  auditor  for  his  decision,  approval,  or 
consideration. 

From  a  professional  point  of  view  it  is  thought  that  an 
auditor  should  satisfy  himself  broadly  that  the  general 
principles  of  the  valuation  oi  stock  are  not  lost  sight  of, 
which  brings  one  naturally  to  the  question,  "  Upon  what 
principle  should  stock-in-trade  be  valued?" 

A  fail  answer  to  this  might  be  "Stock-in-trade  should 
"be  so  valued  that  the  value  placed  upon  it  represents  as 
"nearly  as  possible  the  cost  price  of  the  stock,  subject  to 
"any  depreciatiod  that  may  have  taken  place." 

However,  before  defding  with  an  auditor's  duties  with 
reference  to  any  question  of  principle,  it  will  be  first 
shown  very  shortly  what  actual  detail  work  should  be 
perfonned  by  others  than  the  auditor,  and  then  how  much 
of  such  detail  work  the  auditor  should  himself  check  in 
detail. 

Keeping  clearly  in  view  the  definition  of  stock-in-trade, 
the  first  absolutely  necessary  detail  work  with  reference 
thereto  is  that  proper  Stock  Books  should  be  kept  and 
periodical  Stock  Sheets  prepared,  in  which  should  be 
entered  accurate  quantities,  according  to  the  nature  of  the 
stock  in  measures  and  weights,  together  with  correct 
prices,  which  should  be  taken  from  the  invoices  of 
purchase.  This  book,  or  separate  subsidiary  books,  should 
show  the  values  of  stock  on  hands  of  consignees  or  agents 
in  similar  manner,  and  usually  separate  books  should  be 
kept  for  raw  material  and  manufactured  material.  Due 
allowance  for  depreciation  caused  by  actual  damage  to  the 
stock,  or  by  its  becoming  less  valuable  by  reason  of  its 
being  old-fashioned  and  out  of  date,  should  be  recorded 
in  the  Stock  Books.  If  the  business  consists  of  various 
departments,  or  branches,  each  department  or  branch 
should  keep  separate  Stock  Books  on  similar  lines.  It  is 
beyond  the  scope  of  this  paper  to  enter  into  any  further 
consideration  of  the  detail  work  to  be  performed  by  other 
than  the  auditor,  or  to  show  any  systems  of  Stock  Books 
or  stocktaking,  which  vary  according  to  the  nature  of  the 
particular  business  carried  on. 

lu  dealing  with  an  auditor's  duties  in  detail  in  this 
manner  it  must  likewise  be  fuUy  reCt^nbed^tEfthe 
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remarks  made  are  necessarily  of  general  rather  than  par- 
ticular application. 

An  auditor's  duty  as  regards  actual  detail  work  is  to  see 
that  proper  Stock  Books  are  kept,  and  to  check  fairly 
exhaustively  the  additions  and  eztenadoas  of  such  books ; 
to  compare  some  of  the  prices  with  original  invoices  and 
note  that  the  prices  on  the  invoices  are  cost  price,  also 
noting  whether  such  prices  differ  to  any  great  extent  from 
the  curren*  or  market  price,  in  which  case  allowance 
should  be  made ;  and  to  check  the  entries  with  reference 
to  stock  at  departments  or  branches,  or  in  hands  of  con- 
signees or  agents,  and  generally  to  see  that  the  stock  is 
actually  the  portion  of  goods  remaining  on  hand  and 
unsold  at  the  close  of  1b«  period  in  question. 

Coming  now  to  questions  of  principle,  some  of  which 
are  perhaps  as  much  questions  of  fact  and  detail  work  as 
of  principle.  The  chief  point  for  the  auditor's  considera- 
tion is  to  see  that  the  valuation  is  susbtantially  correct, 
and  not  over-stated.  Here,  again,  aay  remarks  made  arc 
to  be  taken  as  of  general  application. 

An  auditor  should,  of  course,  fully  recognise  that  the 
accuracy  ot  the  i'rofit  and  Loss  Account  depends  upon  the 
accuracy  of  the  stock-in-trade. 

lie  should  ascertain  that  the  Stock  Books  generally  have 
been  subjected  to  a  good  internal  check — e.g.,  amounts  and 
quantities  entered  by  one  person,  priced  by  another, 
checked  1^  another,  and  re-checked  and  certified  by  some 
responsible  person.  He  should  satisfy  himself  that  all 
actual  items  of  stock  are  brought  into  account,  and  par- 
ticularly that  porchaaes  of  a  latn  date  have  not  been 
included  in  stock,  and  that  if  stock  is  charged  with  any 
goods  properly  applicable  to  the  period  in  respect  of  post- 
dated invoices  that  the  corresponding  Uabili^  to  the 
persons  from  whom  the  stock  is  purchased  is  shown.  He 
should  see  that  the  sales  do  not  include  items  that  are  in 
reality  stock  items;  for  instance,  goods  sent  out  on 
approval,  which  are,  of  course,  stock  until  actually  sold, 
might  be  treated  as  sales.  He  should  desire  that  heads 
of  any  departments,  or  managers  of  branches,  should  be 
made  responsible  for  their  individual  stock-taking,  and 
that  they  should  si^n  their  Stock  Sheets,  certifydng  the 
same  as  correct.  With  reference  to  manufactured  and 
partly  manufactured  goods,  the  value  taken  therefor  in 
the  Baluice  Sheet  will  usually  include  the  cost  of  produc- 
tion. The  auditor  should  satisfy  himself,  as  far  as  he  can, 
that  this  cost  of  production  includes  only  those  items  of 
expenditure  properly  chargeable  thereto,  and  properly 
incurred  in  their  production,  which  expenditure  should 
preferably  be  only  that  for  materials,  wages,  and  actual 
manufacturing  charges,  usually  termed  'the  prime  cost. 
Depreciation  should  be  carefully  noted.    Xhis  may  arise 


in  consequence  of  the  stock  being  on  hand  for  an  excep- 
tionally long  period,  causing  thereby  actual  shrinkage  in 
its  value,  or  it  may  arise  through  damage  oi  obscdescence, 
causing  inability  to  sell  at  previous  prices.  With  r^er- 
ence  to  the  stock  on  hand  at  the  commencement  of  the 
period,  although  an  item  not  inserted  in  the  Balance  Sheet 
at  the  end  of  the  period,  the  auditor  should  see  that  the 
amount  corresptmds  with  thait  inserted  in  the  last  certified 
Balance  Sheet. 

Mention  has  previously  been  made  tiiat  an  auditor 
should  see  that  all  actual  items  of  stock  are  brought  intu 
account,  and  that  none  such  have  been  wrongly  treated 
as  sales,  goods  out  on  approval  being  cited  as  an  instance 
of  this  happening.  Anotheir  instance  might  usefully  be 
mentioned  here  as  showing  how  an  auditor  should  be  oa 
the  look  out  for  deliberate  fraud  and  take  piecatttion 
against  same.  At  the  end  of  the  period  large  quantities  of 
goods  might  be  invoiced  to  apparently  bond  fide,  but  in 
reality  fictitious,  purchasers  for  the  purpose,  and  with  the 
idea  of  treating  such  goods  as  sales,  these  goods  being 
treated  as  returns  after  the  closing  of  the  books.  The 
effect  of  this  would  be  that  a  portion  of  the  stocli:.  instead 
of  being  treated  as  stock  and  taken  at  cost  price,  would 
be  treated  as  a  sale,  and  consequently  loaded  with  a  profit 
that  had  not  been  earned.  Profits,  therefore,  would  be 
over-stated,  although  the  stock  would  be  under-stated.  The 
auditor  should  therefore  see,  as  far  as  he  can,  that  the 
sales  at  the  end  of  the  period  are  comparatively  normal 
and  bond  fide. 

It  is  sometimes  the  practice  to  take  credit  in  the  Profit 
and  Loss  Account  for  wliat  are  known  as  'Sales  for  future 
delivery  " — i.e.,  sales  in  respect  of  orders  given  some  time 
in  advance  of  delivery.  Where  profit  is  taken  credit  for  in 
respect  of  snch  sales,  the  goods  should,  of  course,  be 
actually  in  stock.  Where  tiiis  is  the  case,  and  where  the 
date  of  future  deliveiy  is  a  date  after  the  close  of  the 
financial  period,  the  auditor  should  be  careful  to  note 
that  the  item  Stock-in-Trade  does  not  include  any  of  these 
goods.  Being  treated  is  sales  foe  the  purpose  of  the  Profit 
and  Loss  Account,  they  should  be  regarded,  although  in 
stock,  as  goods  that  have  gone  out  of  stock. 

Goods  in  hands  of  consignees  or  agents  should  be  taken 
at  cost  price  and  not  nt  selling  price,  although  these  goods 
are  frequently  invoiced  to  the  consignee  at  selling  price. 
The  auditor  should  see  that  the  cost  price  is  taken.  The 
Stock  Accounts  kept  may  be  of  home  stock  only,  and  to 
this,  for  Balance  Sheet  purposes,  might  be  added  the  value 
of  the  balance  of  goods  on  consignment,  based  upon  the 
amounts  at  which  Ifaey  were  invoiced  to  the  consignee  or 
agent— viz..  the  selling  price. 

Having  made  these  few  general  remarks  upon|questions 
of  priaciple,  &c.,  it  is  Bi^^pQct|i^»Q^@@^im  a  few 
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systems  of  testa  which  an  auditor  can  usefully  aaplioy, 
although  not  otacesaarily  compelled  to  do  so,  for  tiie  pur* 
pose  of  ascertaimng  that  the  stock  is  as  nearly  as  possible 
accurately  stated.  Much  of  this  work,  for  the  want  of  a 
better  term,  mi^rht  be  called  detective  work.  An  auditor  . 
could  examine  the  Stock  Sheets  with  those  of  past  periods, 
in  order  to  compare  the  prices,  and  to  see  that  obsolete 
stock  is  not  included  at  the  same  value.  He  could  also 
compare  4he  ratio  existing  between  the  stock  and  the  sales 
of  the  present  with  the  past  periods.  A  very  good  plan, 
which  enables  an  auditor  to  check  roughly  the  amount  of 
tlie  stock,  is  to  deduct  from  the  sales  for  the  peiiod  the 
estimated  gross  profit  and  to  subtract  this  figure  from  the 
total  of  the  purchases  for  the  period  and  the  opening  stock. 
This,  of  course,  otdy  gives  a  rough  idea  of  the  stock  at 
the  end  of  the  period,  but  it  is  oftm  found  very  useful  as  a 
rough  check.  It  is  also  useful  to  compare  the  percentage 
of  gross  profit  or  turnover  with  that  of  previous  pwiods, 
and  to  see  that  such  pwcentage  is  not  abnormal  and  is  such 
as  is  at  least  possible  in  the  particular  trade.  The 
importance  of  this  was  evidenced  in  the  Kingston  Cotton 
Mill  Company  case,  in  wbdch,  had  this  been  carefully 
noticed,  it  is  quite  possible  that  the  frauds  perpetrated 
would  have  been  discovered.  A  rough  method  of  calcu- 
lating the  cost  of  production  of  nuuiufactured  goods  is  by 
deducting  a  percentage  or  discount  from  the  aelliiig  price, 
this  percentage  being  based  upon  and  similar  to  the  per- 
centage of  gross  profit  to  total  production  of  previous 
periods.  It  should  be  noted  tbat  tWa  only  gives  an 
approximate  cost,  as,  of  course,  percentages  such  as  these 
vary. 

In  concluding  this  aspect  of  the  subject  it  is  thought 
that  at  any  rate  the  remarks  as  to  the  detail  work  neces- 
saiy  to  be  done,  and  the  broader  questions  of  principle, 
&c.,  that  should  be  noticed,  are  certainly  not  more  than 
what,  in  the  opiaioa  of  the  accountancy  piofnsioa  and 
business  men  generaUy,  auditors  sbonld  consider  their 
duties  with  reference  to  stock*in-trade.  and  it  should  be 
added  that  these  remarks  apply  equally  to  auditors  acting 
for  private  firms,  on  behalf  of  creditors,  or  for  limited 
companies.  In  all  these  cases  they  should  do  their  duty 
x^ardless  of  Ifae  possibility  of  being  able,  without  risk 
of  liability,  to  limit  such  duty  or  shirk  it. 

With  reference  to  the  tests  mentioned,  the  writer  does 
not  wish  to  contend  that  it  is  absolutely  incumbent  upon 
auditors  to  employ  these,  although  it  is  generally  conceded 
by  the  profession  that  a  diligent  and  capable  auditor  will 
often  do  so.  They  may  possibly  appear  to  be  beyond  the 
scope  of  an  auditor's  work,  and  in  practice  they  may  often 
be  found  uanecessar>-.  Auditors,  however,  because  of  their 
high  calling  entailing  great  responsibollties,  should  always 
strive  to  set  before  them  the  ideally  perfect  as  theories 


upon  ^diich  to  work,  even  if  such  theories  are  not  always 
capable  of  attainment  in  practice.  The  higher  standard 
a  man  sets  before  him  as  being  necessary  to  attain,  the 
better  will  be  his  work,  and,  of  course,  the  better  a  man's 
work  is  the  more  he  is  likely  to  get ;  so  that,  even  from  a 
rather  selfish  point  of  view,  it  is  wise  to  keep  one's  standard 
of  efficiency  and  qoalification  as  high  as  possible. 

Little  has  been  said  here  with  reference  to  an  auditor's 
re^x>nsibility  as  to  stock-in-trade,  and  in  this  connection 
it  is  suggested  that  in  order  to  protect  himself  from  carfr^ 
fully  laid  schemes  of  fraud,  and  because  in  any  case  it  is 
beyond  an  auditor's  province  or  power  to  guarantee  abso- 
lutely that  the  stock  is  correctly  valued,  he  should  always 
fix  the  responsibility  for  such  valuation  upon  some  com- 
petent and  expert  persOQ  connected  with  the  business. 
Further,  he  should  clearly  ahow  on  the  Balance  Sheet 
certified  by  him  that  the  valuation  stated  is  based  upon 
such  competent  person's  authority.  If  he  is,  with  good 
reason,  dissatisfied  with  the  value  taken  credit  for,  be 
shoidd,  if  the  audit  is  a  company  one*  mention  the  same 
in  hds  report  to  the  shareholders,  and  in  other  audits 
generaUy  inform  his  clients  that  he  is  not  satisfied  in  this 
respect.  Provided  he  does  this,  and  has  exercised  reason- 
able  care,  he  need  not  feel  weighed  down  with  any  very 
great  responsibility. 

In  condusion,  it  is  thought  that  the  remarks  made  on 
page  707  as  to  the  general  effect  of  the  legal  decisions 
upon  an  auditor's  duties  and  responsibilities  with  refer- 
ence to  etock-in-trade  foirly  accurately  give  a  general 
summing  op  from  all  pcunts  of  view  of  sach  duties 
and  responsibilities,  and  that  in  stating  these  in  a  general 
way  possibly  notiiing  more  could  be  usefully  added  here, 
[t  should  just  be  remembered,  however,  that  these  legal 
decisioos  are,  of  course,  only  case  law,  but  probably  of  no 
less  importance  on  that  account  It  would  be  hardly 
possible,  and  for  many  reasons  inexpedient,  for  an 
auditor's  duties  in  this  or  any  other  respect  to  be  settled 
or  defined  in  any  degree  of  entirety  by  Act  of  Parliament. 

As  a  last  word,  it  is  modestly  hoped  that  this  paper  may 
be  found  of  a  certain  theoretical  value  to  students,  and 
practical  value  to  all. 


After  diacusaiDn,  in  which  Messrs.  R.  F.  W.  Fincham, 
A.C.A.,  F.  G.  Bowers,  and  E.  T.  Wilkins  took  part,  and 
to  which  Mr.  Bird  replied,  the  meeting  concluded  with 
cordial  votes  of  thanks  to  Mr.  Bird  for  reading  bis  essay 
and  to  Mr.  Miles  lac  presiding. 

^   -  -^gle 
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Report  of  Select  Committee 


The  Select  Committee  appointed  to  inquire  into  and 
report  upon  the  practicability  of  gradaating  the  income- 
taX(  and  of  differentiating,  for  the  purpose  of  the  tax, 
between  pMmanenit  and  precarious  incomes,  have  con- 
sidered the  matters  referred  to  them,  and  have  agreed  to 
the  following  Report: — 

1.  — ^Your  Comimttee  have  deemed  it  to  be  beyond  the 
scope  of  our  inquiry  to  consider  the  desirability  or 
equity,  on  general  grounds  of  public  policy,  of  the  various 
proposals  which  have  been  placed  before  us,  and  the 
questions  of  principle  which  th^  raise.  We  have  also 
refrained  from  discussing  our  general  system  of  taxation 
and  the  effect  wliich  other  taxes  have  in  adjusting  the 
incidence  of  the  whole  burden.  At  the  same  time  we  were 
from  the  outset  agreed  that  it  was  necessary  to  give  a  wide 
interpretation  to  the  term  "practicability,"  and  that  we 
mtiBt  not  limit  our  consideration  to  the  mere  question  of 
"possibility."  We  have,  therefore,  regarded  ourselves  as 
called  upon  to  approach  the  subject  from  the  point  of  view 
of  practical  working,  and  to  take  into  account  considera- 
tions of  expediency  and  extent,  both  as  regards  the  assess- 
ment and  collection  of  the  tax  and  the  effect  on  the  total 
amount  which  it  would  yield. 

2.  — Your  Committee  have  considered  the  evidence  and 
Reports  of  previous  Select  and  Departmental  Committees 
bearing  more  or  less  closely  on  these  points,  and  we  have 
had  before  us  the  Reports  which  were  obtained  by  the 
Foreign  Office  and  the  Colonial  Office  on  the  law  and 
practice  and  experience  of  several  foreign  countries  and 
British  Colonies. 

3.  — Your  Committee  have  been  greatly  assisted  in  their 
inquiry  by  the  evidence  which  has  been  given  by  Sir  Henry 
Primrose,  Mr.  Bernard  Mallet,  and  other  officials  of  the 
Inland  Revenue  Department,  and  we  desire  to  return  to 
them  our  thanks.  We  have  also  had  the  advantage  of 
hearing  evidence  from  several  members  of  Parliament, 
bankers,  statisticians,  and  others,  to  all  of  whom  we  are 
indebted  for  valuable  information,  suggestions,  and 
expressions  of  opinion. 

GraduatieH. 

4.  — The  income*tax  is  already  graduated  by  abatement 
in  the  case  of  incomes  not  exceeding  ^^700  a  year.  It 

Tiained  for  your  Committee  to  consider  whether  gradua- 


tion could  be  made  universal  or  extended,  and  in  that 

event  by  what  means  and  within  what  limits  the  extension 
could  be  effected  without  prejudice  to  the  Revenue  or  the 
economical  administration  of  the  tax. 

5.  — Graduation  may  be  effected  in  various  ways.  First, 
there  is  the  method  of  collectii^  the  whole  of  the  tax 
directly  from  each  person  upon  his  own  declaration  of 
income.  If  that  system  were  adopted  it  would  be  easy  to 
levy  a  graduated  rate  of  tax  according  to  the  total  net 
income  of  the  individual.  Such  a  course  would  involve, 
however,  the  abandonment  of  the  princi[rfe  which  is  known 
as  'collection  at  the  source."  The  importance  of  retaining 
in  our  Revenue  system  a  principle  which  is  mainly 
responsible  for  the  present  development  of  the  tax  and  the 
ease  with  which  it  is  collected,  and  the  extreme 
undesirability  of  doing  anything  which  would  reduce  its 
efficiency,  can  scarcely  be  over-estimated.  At  the  present 
time,  indeed,  something  like  two-thirds  of  the  tax  is 
collected  before  the  income  reaches  the  person  to  whom  it 
belongs,  and  without  any  information  being  obtained  or 
required  as  to  the  persons  to  whom  it  will  go.  It  is 
interesting  to  recall,  the  fact  that  a  hundred  years  ago  we 
abandoned  direct  personal  assessment,  and  collection  at 
the  source  was  substituted,  with  the  result  that  the  yield 
of  the  tax  was  almost  doubled  immediately.  In  1803  an 
income  tax  of  5  per  cent  collected  at  the  source  yielded 
within  a  very  small  amount  as  much  as  a  tax  of  10  per  cent, 
did  in  1801,  when  it  was  assessed  and  collected  direct  from 
each  taxpayer. 

6.  — Your  Committee  are  convinced  that  direct  personal 
asseasnMDt  for  ike  toJMe  tax  is  not  practicable  in  this 
country,  in  the  sense  of  being  an  expedient  or  denmble 
means  of  coUectiog  revenne. 

7.  — The  second  method  of  graduating  the  tax,  upon 
which  we  have  taken  much  evidence,  is  that  known  as  a 
supN-tax;  that  is,  "a  second  income-tax,  distinct  from 
"and  supplementary  to  the  existing  tax,  to  be  levied  on 
"individuals  by  direct  personal  assessment."  The  sugges- 
tion whdch  has  come  most  prominently  before  us  is  that 
such  general  rates  of  tax  as  may  from  time  to  time  be  deter- 
mined should  be  collected  at  the  source  as  at  present, 
but  that  all  persons  whose  total  net  annual  income 
amounted  to,  say,  jf5,ooo  should  be  required  to  make  a 
separate  return  showing  the  amount  of  their  income.  Upou 
the  income  so  disclosed,  an  additional  tax  would  be  levied, 
which  would  be  graduated  according  to  the  total  amount  of 
the  person's  income. 

8.  — ^It  will  be  seen  that  this  is  a  combination  of  the 
method  of  a  direct  personal  tax  with  that  of  taxation  at  the 
source.   That  portion  of  -the  tax  v^icfa  is  ne^^^^d  addi- 
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tional  would  be  a  direct  personal  tax,  and  some  of  the 
objections  which  have  already  been  urged  against  the 
adoption  of  a  direct  personal  tax  in  place  of  the  system  of 
collection  at  the  source  apply  to  this  proposal.  They  are 
modified,  however,  to  the  extent  that  the  tax  which  is  now 
collected  at  tbe  source  would  continue  to  be  so  collected, 
and  conseqaeotly  there  would  be  no*loss  of  revenue  there 
as  the  result  of  failoie  to  obtain  full  disclosure  for  the 
direct  personal  tax. 

9.  — This  proposal,  in  common  with  all  proposals  for 
direct  personal  assessment  of  the  whole  income,  requires 
that  a  full  statanent  of  individual  net  income  should  be 
obtained  from  all  persons  upon  whom  the  super-tax  would 
be  levied.  It  is  true  that,  at  the  present  time,  ^bout 
700,000  persons  do  make  a  declaration  of  the  amount  of 
their  net  annual  income.  They  are  people  with  a  total  net 
income  not  exceeding  ^^700  a  year,  and  they  make  the 
declaration  in  order  to  obtain  the  abatement  which  the 
law  allows  upon  such  incomes.  But  it  does  not  follow 
that  ottier  people  with  much,  lai^er  and  more  complicated 
incomea  would  be  equally  willing  to  declare  their  actual 
iacomOi  when  the  object  for  which  the  declaration  was 
required  was  that  an  additional  tax  should  be  levied  upon 
them.  It  is  one  thing  to  require  that  information  must  be 
given  before  taxation  can  be  reduced.  To  demand  the 
information  with  a  view  to  increasing  the  taxation  of 
those  who  supply  it  is  totally  different. 

10.  — ^The  difficulty  of  discovering  who  had  an  income  of 
5,000  a  year  or  more  and  ought  to  make  a  return  has  been 

insuted  upon  by  several  of  the  official  witnesses.  But  we 
think  tha,t  the  difficulties  have  been  exaggerated.  In  most 
parts  of  the  country  the  surveyors  of  taxes  would  probably 
know  who  are  likely  to  be  enjoying  large  incomes.  There 
would  also,  no  doubt,  be  difficult  in  checking  the 
accuracy  of  the  declarations.  Here  again,  time  would  be 
required.  But  it  would  be  seldom  necessary  to  take 
action  a  second  time  against  any  taxpayer  whose  return 
had  once  been  found  incorrect.  When  a  certain  amount 
of  trouble  bad  been  expended  on  a  limited  number  of 
cases,  and  penalties  imposed  for  attempts  at  evasion,  the 
incentive  to  correct  returns  would,  in  our  opinion,  be 
sufficient.  If,  moreover,  the  penalties  for  attempting 
fraudulently  to  evade  the  tax  w«re  made  heavier  and 
especially  if  publid^  were  given  to  such  cases,  there 
would  be  strong  reasons  for  avoiding  exposure.  The 
Departmental  Committee  of  1904  reported  in  1905  that  the 
powers  given  by  the  law  are  inadequate.  They  wished 
that  it  should  be  made  obligatory  on  every  "individual 
'who  receives  an  income-tax  form  to  fill  it  up  and  to 
"return  it  {even  though  tbe  entry  required  be  no  more  than 
'Nil)."  Your  Committee  endorse  tills  view. 


11.  — Your  Committee  are,  therefore,  of  opinion  that  a 
super-tax  upon  tbe  lai^er  incomes  is  practicable.  But  it 
offers  some  disadvantages  and  difficnities  which  have  been 

pointed  out. 

12.  — ^The  third  method  of  graduation  to  which  your 
Committee  have  directed  considerable  attention  is  that  of 
graduation  by  degression,  which  might  take  the  form  of 
extending  the  existing  system  of  abatements,  or  of  charging 
a  lower  rate  of  tax.  Obviously  degression  by  abatement 
is  practicable,  because  it  is  now  in  operation  and  has 
worked  smoothly  for  a  long  time.  The  point  to  be  con- 
sidered is — How  far  could  it  be  extended,  if  it  were 
desired  to  do  so,  without  introducing  serious  difficulties 
and  objections? 

13.  — Your  Committee  assume  that  whatever  alteraticms 
may  be  made  in  the  incidence  of  the  income-tax  as  regards 
individuals,  it  is  not  desirable  that  the  total  revenue  to  be 
derived  from  that  tax  should  be  less  than  it  would  be 
under  existii^  conditions.  Indeed,  it  is  well  known  that 
many  people  advocate  a  graduation  of  the  tax  quite  as 
much  as  a  means  of  increasing  its  total  yield  as  of  easing 
the  burden  of  iit  upon  the  smaller  incomes ;  and  we  have 
taken  evidence  in  exposition  of  that  view.  It  is  clear  then 
that,  even  if  there  is  to  be  no  increase  in  the  total  yield 
of  the  tax,  the  tax  on  the  incomes  in  the  higher  portions  of 
the  graduated  scale  must  be  raised  to  a  rate  which  would 
compensate  for  all  loss  of  revenue  resulting  from  the  reduc- 
tion of  the  late  on  incomes  in  the  lower  portions  of  the 
scale ;  and  tiie  further  graduation  is  extended,  the  h^her 
must  the  rate  of  tax  be  made  on  the  incomes  above  the 
limit  to  which  it  is  carried.  Moreover,  the  further 
graduation  is  carried,  and  the  higher  the  normal  or  founda- 
tion rate  of  tax  is  thereby  made,  4he  larger  will  be  the 
amount  of  money  that  will  be  collected  and  then  returned 
to  those  who  are  entitled  to  an  abatement. 

14.  — ^Theoretically,  graduation  by  abatement  from  all 
incomes  below  the  largest  is  possible.  It  would,  however, 
in  practice  involve  direct  personal  declarations  of  net 
income  from  every  income  taxpayer,  and  would,  therefore, 
be  open  to  some  of  the  objections  already  described.  The 
task  of  dealing  with  such  an  additional  mass  of  claims  for 
abatement  as  would  result  from  a  practically  universal 
application  of  the  system  would  be  very  heavy,  especially 
as  th^  would  be  far  more  complicated  than  those  which 
now  arise  on  the  smaller  incomes.  A  corresponding 
amount  of  trouble  would  be  thrown  upon  those  who 
claimed  abatement ;  and  the  loss  of  time  and  the  irritation 
caused  in  coimection  with  tbe  preparation  and  justifica- 
tion of  those  claims,  combined  with  the  very  much  higher 
rate  of  tax  levied  on  the  incomes  in  the  higher  portions  of 
the  scale,  would  arouse  a  feeling  of  ies«ataient  against 
the  tax  which  it  is  vMy  desi^^eeMb^vVidiOOQrC 
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■  S.—FinaUy,  tdiere  are  obvious  objectioiu  to  collecting 
from  the  public  an  enormous  sum  of  money  wluch  must 
subaequeatly  be  returned  to  them.  In.  every  case  where  the 
tax  is  collected  at  (the  source,  the  maximum  tax  would 
have  to  be  paid.  If,  then,  ;^4o,ooo  a  year  were  taken  as  the 
maximum  income  beyond  ivhicfa  graduation  should  not  be 
carried,  it  would  be  necessary,  in  order  to  get  the 
maximum  tax  out  of  some  250  persons,  to  collect  the 
maximum  rate  on  ;f45o,ooo,ooo  of  income  and  then  to 
return  part  of  the  tax  wtuch  had  been,  collected  on  all  but 
about  j^ao,ooo,ooo  of  that  amount.  The  collection  of  so 
large  an  amount  in  excess  of  what  was  really  required 
would  be  a  serious  inconvenience  and  a  genuine  ground 
of  grievance  to  the  large  number  of  people  who  would  have 
to  provide  it,  aod  Ibe  unnecessary  withdrawal  of  a  vast 
sum  of  moiMy  bom  profitable  emplosnnent  in  all  parts  of 
the  country  coold  not  fail  to  InterferB  injuriously  with  the 
ordinary  operationi  of  commerce. 

16.  — Your  CommilCee  are  aware  that  out  of  a  total  of 
about  1,100,000  people  with  an  income  of  nearly 
jf700,ooo,ooo  abatements  are  now  allowed  on  the  incomes 
of  some  700,000  people  with  a  total  income  of  about 
^^250,000.000.  But  these  cases,  w©  understand,  present 
comparatively  few  difficulties.  In  man;r  instances  the  tax 
is  collected  direct  aod  the  abatement  is  allowed  at  the 
time  of  collection.  We  are  informed  that  the  amount  at 
present  coUectod  for  iocome-taz  and  subsequently  returned 
on  account  of  exemptions  and  abaitemenft  by  reason  of  the 
amount  of  income  does  not  exceed  ;^i,6oo,ooo  a  year. 

17.  — ^Vour  Committee  are  of  opinion  that  further  gradaa- 
tion  by  means  of  degression  on  the  lines  of  the  present 
abatements  is  practicable.  But  there  are  limits  beyond 
which  it  cannot  ccxiventently  and  usefully  be  ^tended. 
Those  limits  will  be  neached  when  the  total  amount  of 
the  abatements  become  such  as  to  require  a  large  increase 
in  the  normal  or  foundation  rate  of  tax,  and  the  amount 
of  the  income  to  which  the  system  of  abatement  is  extended 
reaches  a  figure  which  would  iovolve  the  serious  incon- 
venience to  the  taxpayers  themselves  and  to  commerce 
generally  of  collecting  large  sums  of  returnable  money. 
We  have  not  sufficient  information  before  us  to  enable  us 
to  fix  tb«  precise  aonount  at  which  extension  of  the  present 
system  of  abatements  would  cease  to  be  prudent  and  con- 
venient. Nor  is  it  necessary  that  we  should  do  so.  It  will 
probably  suffice  if  we  express  the  opinion  that  no  serious 
difficulty  would  arise  if  the  limit  of  abatement  were 
extended  from  the  present  figure  of  £700  a  year  to  one  of 
;f  1,000  or  even  more. 

Differentiation. 

18.  — BefcHe  yoiu  Committee  considered  the  practicability 
nf  difiereatiating  between  peimanent  and  precarious 


incomes  they  felt  it  desirable  to  define  clearly  tiia  mean- 
ing of  iBoK  terms  "permanent"  and  "precarious."  Other 
terms  which  have  been  used  are  "  industrial "  and 
"spontaneous,"  "earned  "  and  "unearned,"  and  incomes 
resulting  from  "investment  "  and  "personal  effort."  It  is 
obvious  that  there  are  incomes  from  investments  whicfa 
are  not  "permanent."  There  are  also  incomes  which  are 
"earned "  by  "personal  effort "  which  are  less  "pre- 
carious "  than  many  which  are  derived  from  investments. 
Probably  the  words  "earned  and  unearned"  most 
accun^y  represent  the  distinction  we  have  in  out  minds. 

19. — Your  Committee  are  not  able  to  provide  a  com- 
pletely logical  and  satisfactory  definition  of  what  consti- 
tutes an  earned  as  distinguished  from  an  unearned  income. 
There  is  a  large  number  of  cases  which  for  practical  pur- 
poses must  be  placed  under  the  heading  "earned,"  into 
which  the  elements  of  investment  and  return  upon  capital 
distinctly  enter.  Privaite  traders  and  mamufacturerB  earn 
their  income  by  perscuial  effort  and  supervision  combined 
with  the  investment  of  coital  in  their  business.  The 
profits  oi  public  comfianies  will  usually  be  regarded  as 
"nnefimed  "  and  as  bedng  derived  from  'investment.**  But 
a  private  trader  may  turn  his  business  into  a  company  and 
devote  as  much  personal  attmtion  to  its  supervision  as  he 
did  before.  The  lioe  of  demarcatioa  is  not  strictly  logical 
or  accurate,  but  if  the  profits  of  private  traders  be 
r^arded  as  earned  and  Chose  of  public  companies  and 
similar  undertakings  as  arising  from  investment,  a  rough 
working  distinction  would  be  established  which  would 
prob^ly  meet  with,  general  acceptance.  The  oMre  super- 
vision of  invested  capital  should  not  be  sufficient  to 
entitle  the  income  to  be  regarded  as  earned.  According  to 
our  view  of  the  question  the  owner  of  land  who  cultivated 
it  himsdf  would  be  r^arded  as  eamong  the  income  which 
he  dwived  from  it  j  but  the  owner  of  an  estate  who  let  it 
to  otfwrs  to  cultivate  wotdd  not  be  r^axded  as  eamiog  the 
net  income  which  he  derived  from  the  rents  of  tiiat  estate, 
although  he  might  act  as  his  own  steward  and  devote  much 
time  to  its  supervision. 

30.— It  appears  to  us  that  the  existing  feeUng  in  favour 
of  some  differentiatBon  in  the  amount  of  the  tax  levied 
upon  earned  incomes  does  not  require  that  all  incomes 
irrespective  of  sixe  should  receive  privileged  treatment. 
If  some  limit  were  imposed  the  difiiculty  vronld  be  much 
reduced  of  doing  substantial  justice  to  those  cases  which 
are  on  the  border  line,  that  is,  where  the  trader's  capital 
is  in  his  bnsiness  and  has  income  may  be  regarded  as 
partly  earned  and  partly  unearned.  Speaking  generally, 
the  smaller  tiie  business  and  ^  smaller  the  profit 
derived  from  it,  the  larger  will  be  the  proportion 
of  that  profit  which  is,  in  the  strictest  seose  of 
the  term,  earned.  The  more  extensive  and  remunera- 
tive  Hie  buriness  is,  ^^I«^,(g0(3^(is  the 
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paxi  which  ci^ital  plays  in  it,  and  the  more  practicable 
and  equitable  it  will  be  to  regard  the  profit  deriTcd 

from  it  as  an  income  derived  from  an  investment  wiiich 
is  personally  supervised  as  distinguished  from  an  iacotne 
earned  by  personal  effort. 

2t. — Other  difficulties  and  objections  would  be  avoided 
by  limiting  differentiation  betmen  earned  and  uneamed 
incomes  to  incomes  not  exceeding,  say.  ^^3.000  a  year. 
Your  Committee  are  of  c^ioion  that  such  differentiation  is 
practicable  and  can  most  conveooenitly  be  carried  into 
effect  by  charging  on  such  incomes  a  rate  of  tax  lower  than 
the  normal  or  lonndatioa  rate.  This  class  of  income  is 
almost  invairiably  directly  assessed  and  collected.  It 
would,  therefore,  be  pcssiUe  to  chai^  the  tax  directly  at 
the  reduced  raite.  Indeed,  it  mogbt  be  made  a  condition  of 
the  allowance  the  reduction  in  the  rate  of  the  tax  that 
the  assessment  and  payment  were  directly  made.  In 
support  of  Ae  limat  we  hare  suggested,  it  may  be  pointed 
out  that  Mr.  Mallet  has  shown  that  the  differentiation 
effected  by  the  deaAh  duties,  to  which  we  refer  later  in  our 
Report,  in  favour  of  incomes  derived  from  personal 
exertion,  is  least  marked  in  the  case  of  incomes  between 
£600  and  ;^3,ooo  a  year. 

32.  — The  practical  wtnUng  oat  ot  our  suggestions,  so  far 
35  both  graduation  and  differentiation  are  concerned, 
would  be  that — 

(t)  Tliere  would  be  an  extniaion  of  the  present  system 
of  abatement  to  incomes  of  ;f  1,000  a  year  and  possibly 
more. 

\2)  In  the  case  of  the  earned  portion  of  tncomes 
below  the  limit  of  abatement  there  would  be  a  lower 
rate  of  tax  in  addition  to  the  reduction  in  the  amount 
of  incomes  on  which  the  tax  would  be  charged. 

(3)  In  the  case  of  earned  incomes  between  the  raised 
limit  of  abatement  and  the  limit  of  differentiation  the 
rate  of  tax  would  be  lower  than  the  normal  rate. 

(4)  The  normal  rate  of  tax  would  be  levied  upon 
incomes  from  property  and  investments  above  the  limit 
of  abatement  and  on  earned  incomes  above  the  limit  of 
differentiation. 

33.  — ^We  desire  to  repeat  that  through  our  inquiry  we 
have  paid  chief  regard  to  the  practicabili^  of  any  syston 
that  may  be  devised  bom  the  point  of  view  of  raising 
revenue  in  a  simple  and  effective  manner,  and  of  securing 
elastici^  in  times  of  national  exigency.  We  would  point 
out  thaA  mider  such  graduation  and  differentiation  as  we 
ham  sa0gatted  it  would  be  easy  to  effect  a  substantial 
increase  in  the  higbest  rate  of  tax  without  equall]i 
increasing  tiie  rate  on  earned  incomes  not  exceeding 
£3^000  a  year;  and  as,  owing  to  Um  extension  of  the 


limit  to  which  abatement  would  i^ly,  only  persons  ot 
substantial  means  would  pay  the  full  rate  of  tax,  that  rate 

could  the  more  readily  be  increased.  That  is  to  say,  the 
additional  burden  could  be  placed  upon  those  who  would 
be  most  able  to  bear  it. 

34. — ^YooT  Committee  are  of  opinion  that  a  personal 
declaration  of  total  net  income  in  respect  of  whtdi  tax  is 
payable  by  everyone  who  may  be  called  upon  to  make  it 
should  be  compulsory,  and  would  be  of  great  value  in 
preventing  evasion  and  avoidance  of  full  assessment,  and 
in  suppljdng  information  on  which  a  system  of  graduation 
and  differentiation  could  be  based. 

Tkt  Staring  of  ike  Death  Duties  oh  Graduation  and 
Differentia/im. 

25.  ~TheTe  is  anoAer  phase  of  this  subject  upon  which 
we  have  heard  evidence,  and  to  which  we  think  it 
desirable,  and  respectful  to  ParUament,  to  refer.  It  is  the 
bearing  which  tiie  incidence  of  the  deaOi  duties  has  upon 
the  graduation  and  differentiation  of  the  income-tax.  The 
death  duties  have  always  been  regarded  as  partaking,  to 
some  extent,  of  the  nature  of  deferred  income-tax,  and  it 
has  been  contended  tiiat  the  combined  operation  of  the 
two  taxes  does  in  practice  effect  a  very  considerable 
graduation  and  differentiation.  Sir  Henry  Primrose  and 
Mr.  Mallett  submitted  to  us  various  calculations  \rtiich 
will  be  found  in  the  appendix,  the  object  of  which  is  to 
ahow  what  rates  of  income-tax  are  represented  by  the  death 
duties,  or,  in  other  words*  what  rate  of  income-tax  paid 
annually  during  life  on  the  income  from  the  property 
would  be  equivalent  to  the  death  duties  paid  on  that 
property. 

26.  — Sir  Henry  Primrose  calculates  that  if  the  State  had 
levied  a  special  additional  income-tax  on  the  income  of 
estates  which  are  li^le  to  estate  duty  with  the  object  of 
raising  in  each  year  the  average  amount  of  revenue  uriiich 
has  been  annually  received  from  the  duty  during  the  ten 
years  1896-1905,  and  that  income-tax  had  been  graduated 
as  the  estate  duties  are,  the  tax  so  imposed  would  have 
ranged  from  6d.  in  the  pound  on  estates  yirtding  an 
income  of  from  jQto  to  jQ<^  a  year  to  is.  in  the  pound  on 
estates  yielding  an  income  of  from  £4,000  to  £6,000  a  year, 
and  IS.  3^d.  in  the  pound  on  estates  yielding  an  income 
of  j^4o,ooo  and  upwards  a  year. 

37. — If  the  death  duties  be  regarded  as  a  tax  upon  the 
person  who  succeeds  to  the  estate,  and  a  calculation  be 
made  to  show  what  rate  of  income-tax  payable  by  him 
duiing  his  life  upon  the  interest  of  his  capital  would  be  tiie 
equivalent  of  the  lump  sum  which  is  taken  out  of  the 
estate  before  he  inherits  it,  Sir  Henry  Primrose  considers 
that,  on  estates  yielding  an  income  of 
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a  year,  the  estate  duties  are  eqaivalent  to  an  incoiae-taz  of 
9cl.  in  the  pound   per  aQnum  during  the  life  of  the 

inheritor ;  on  estates  yielding  an  income  of  j£4)000  to 
j^6,ooo  a  year,  of  is.  6d.  in  the  pound ;  and  on  estates 
yielding  an  income  of  ;f  40,000  a  year  and  upwards  of  as. 
in  the  pound. 

28.  — These  calcnlations  are  based  on  the  estate  duties 
alone.  But  the  legacy  and  succession  duties^  which 
together  with  the  estate  duties  make  up  what  are 
usually  known  as  the  death  duties,  yield  a  further 
;f3>SOo,ooo  to  ;f4,ooo,ooo  a  year  in.  addition  to  the 
estate  duties.  As  the  greater  part  of  the  legacy  and  suc- 
cession duties  falls  on  the  larger  estates,  the  total  death 
duties  not  only  represent  a  larger  annual  income-tax  than 
that  which  is  the  equivalent  of  the  estate  duties  alone,  but 
they  also  represent  a  larger  proportionate  income-tax  upon 
the  incomes  from  the  larger  estates. 

29.  — These  conclusicHia  clearly  show  that  if  the  income- 
tax  and  the  death  duties  be  regarded  together  as  a  form 
of  income-tax  there  is  already  a  veiy  substantial  gradua- 
tion of  taxation  on  incomes  derived  from  large  estates,  and 
differentiation  between  large  incomes  derived  from 
personal  exertion  and  those  derived  from  inherited 
property. 

Summary  of  Conelusions. 

30.  — ^The  conclusions  of  your  Committee  may  be  sum- 
marised  as  follows,  the  word  "practicable  "  being  used  in 
the  wide  sense  already  indicated  in  our  Report : — 

(i)  Graduation  of  the  income-tax  by  an  extension  ol 
the  existing  system  of  abatements  is  practicable.  But 
it  could  not  be  applied  to  all  incomes  from  the  highest 
to  the  lowest,  with  satisfactory  results.  The  limits  of 
prudent  extension  would  be  reached  when  a  large 
increase  in  the  rate  of  tax  to  be  collected  at  the  source 
was  necessitated,  and  the  total  amount  which  was 
collected  in  excess  of  what  was  ultimately  retained 
became  so  large  as  to  cause  serious  inconvenience  to 
trade  and  commerce  and  to  individual  taxpayers. 
Those  limits  would  not  be  exceeded  by  raising  the 
amount  of  income  on  which  an  abatement  would  be 
allowed  to  ;£i,ooo  or  even  more. 

(a)  Graduation  by  a  super-tax  is  practicable.  If  it  be 
desired  to  levy  a  much  higher  rate  of  tax  upon  large 
incomes  (say  of  £SiOoo,  and  upwards)  than  has 
hitherto  been  charged,  a  super-tax  based  on  personal 
declaraition  would  be  a  practicable  method. 

(3)  Abandonment  of  the  system  of  "collection  at  the 
source"  and  adoption  of  the  principle  of  direct 
personal  assessment  of  the  whole  of  each  person's 
income  would  be  inexpedient. 


(4)  Differentiation  between  earned  and  unearned 

incomes  is  practicable,  especially  if  it  be  limited  to 
earned  incomes  not  exceeding  ^^3,000  a  year,  and 
effect  be  given  to  it  by  charging  a  lower  rate  of  tax 
upon  them. 

(5)  A  compulsory  personal  declaration  from  each 
individual  of  total  net  income  in  respect  of  which  tax 
is  payable  is  expedient  and  would  do  much  to  prevent 
the  evasion  and  avoidance  of  income-tax  which  at 

present  prevail. 


^nstitnte  of  SHrectora 


Memben  Celebrate  the  Qraot  of  the 
HfnytX  Charter. 


The  Duke  of  Argyll,  K.T.,  {ffesided  on  the  aSth 
Novembn  at  a  dinner  given  by  the  Institute  of  Directors, 
at  the  Hotel  Cecil,  to  celebrate  the  grant  of  the  Royal 
Charter  of  Incorporation.  His  Grace,  who  is  Presideot- 
Elect  of  the  Institute,  was  supported  at  the  head 
table  by  the  Right  Hon.  Lord  Avebury,  Judge  Bompas, 
ICC,  Sir  William  Holland,  M.P.,  Sir  James  Woodhotue, 
Lord  Teynham,  Sir  Clifton  Robinson,  Sir  Thomas  Brooke- 
Hitching,  Sir  James  Bailey,  J.P.,  D.L.,  Sir  Henry  Randal, 
Sir  Wroth  Lethbridge,  Sic  Robert  A.  Hampson,  Sir  Joseph 
Lrigh,  Sir  George  Hayter  Chubb,  Sir  Ralph  Littler,  C.B., 
Colonel  Sir  Thomas  H.  Holdich,  K.C.M.G..  Sir  Owen  R. 
Slacke,  C.B.,  Mr.  Frank  Crisp,  Mr.  T.  Neville  Stack,  Mr. 
Edward  Spicer,  J.P.,  D.L..  Mr.  Walter  Knox,  Colonel 
St.  Quintin,  Mr.  Robert  Balfour,  M.P.,  Mr.  P.  Williams, 
Mr.  W.  B.  Peat,  Mr.  Clifford  J.  Coiy.  M.P„  Mr.  W.  A. 
Lindsay,  K.C.,  D.L.,  Mr.  G.  S.  Barnes,  Mr.  Harold 
Brown,  Mr.  William  Plender,  Mr.  John  Waddington, 
Colonel  W.  D.  Burrad,  Mr.  C.  Rube,  Mr.  G.  D.  Kemp- 
Welch,  D.L.,  Major-Gen«:al  R.  Owen  Jones,  Captain 
Arthur  Campbell,  and  Mr.  Walter  Bird.  Among  the  rest 
of  the  cnmpany  were  Mr.  Cuthbert  Hall,  Mr.  W.  M.  Borro- 
daile,  Mr.  W.  Arthur  Addinsdl,  F.C.A.,  Mr.  T.  Ritchie, 
Mr.  Joseph  Hood,  Mr.  H.  W.  Maynafd,  Mr.  J.  P.  Easton, 
Professor  W:  Galloway,  Major  I.^gett,  D.S.O.,  R.A.,  Sir 
Ralph  Moor,  K.C.M.G.,  the  Hon.  A.  C.  Crichton,  Six 
Raymond  West,  Major  Pringle,  Mr.  R.  Tetley,  Mr.  George 
Cawston,  Mr.  Montague  Gluckstein,  Mr.  Alfred  Salmon, 
Mr.  A.  M.  Marks,  Mr.  Robert  Warner,  Mr.  Philqt  Bright, 
Mr.  Frank  Debenham,  Mr.  H.  J.  Falk,  Dr.  Addins^  Mr. 
S.  L.  Dore,  Captain  Golding,  and  Mr.  Sinclair  Macleay. 

The  loyal  toasts  having  been  honoured. 

Lord  Avebnty  submi^i^i^J^y 
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"PiDsperi^  to  tb«  Itutitnte  of  Direotors."  He  said  that  ' 
when  be  looked  round  and  saw  several  hundreds  of  those 
who  were  the  leaders  in  our  commerce  and  manufactures, 
and  when  he  thought  of  how  much  the  prosperity  of  the 
countiy  and  the  happiness  of  onr  conntxymea  depended  | 
upon  the  wise  conduct  of  our  commercial  and  manu- 
facturing instatutions,  he  could  not  help  asking  himself 
how  was  it  that  there  was  no  Institute  of  Directors  down  to 
a  few  yeairs  ago?  There  were  Institntes  of  Bankets, 
Actuaries,  Secietaiies,  &c.,  all  performing  valuable  and 
useful  work  in  the  community ;  bat  he  ventured  to  think 
that  the  Institute  of  Directors  would  hold  an  even  more 
important  place  than  any  of  these  sister  and  kindred  insti- 
tutions. It  would  be  the  function  of  this  association  to 
protect  and  to  assist  the  interests  of  all  the  difierent 
brandies  of  our  great  commercial  institutions — banking, 
insurance,  shipping,  railways,  gas,  electricity,  and  many 
others.  In  a  great  many  cases  he  had  no  doubt  that  they 
might  be  able  to  assist  the  Government  by  advice  as  to  the 
measures  which  they  might  be  passing,  aod  posably  there 
might  be  some  cases  in  which  it  might  be  desirable  that 
the  influence  of  an  institution  like  this  should  be  devoted 
to  preventing  haMy  l^islation.  The  success  of  the 
Institute  had  been  all  that  the  members  could  possibly 
have  hoped  for,  and  more,  perhaps,  than  they  could  have 
ventured  to  expect.  Tlieir  oamibers  were  already  very 
large,  and  were  continually  increasing.  His  Majesty's 
Government  had  been  good  enough  to  confer  upon  them  a 
Charter,  and  tiiey  hod  therefore  already  achieved  a  very 
great  measure  of  success,  greatly  through  the  wise  and 
energetic  counsel  of  the  Chairman  of  the  Council,  Judge 
Bompas,  and  of  their  excellent  and  indefatigable  Secre- 
tary, Mr,  Addinsell.  (Applause.)  They  had  that  day  to 
congratulate  themselves  on  having  secured  his  Grace  the 
Duke  of  A^ll  aa  their  President.  (Loud  applause.)  It 
was  most  ui^>ortant  that  our  commercial  legislation  and 
commercial  policy  should  be  wisely  considered  and  wisely 
carried  out.  We  had  very  important  competitors  all  over 
the  world ;  but  he,  for  one,  did  not  despair  of  the  future 
of  Englirii  ccanmerce.  He  believed  that  as  long  as  we 
maintained  tiiat  character  for  int^;rity  and  perseverance 
which  had  characterised  English  commerce  and  manu- 
facturers in  the  past,  we  might  hope  to  see  oui  commerce 
flourishing  as  it  had  done  ia  the  past.  It  was  because  he 
believed  that  an  Institution  sucb  as  this  might  fulfil  a 
useful  and  valuable  purpose  in  the  history  of  the  nation 
that  he  ventured  to  propose  "Prosperity  to  the  Institute  of 
Directors,"  coupled  with  the  health  of  their  excellent 
President.  (Applause.) 

The  President,  in  acknowledging  the  toast,  said  he  con- 
fessed that  on  this  occasion  he  felt  what  was  called  "very 
shy."    He  remembered  an  American  friend  of  his,  who 


heard  that  expression  "shy,"  asked  what  was  meant  by  the 

word— did  it  mean  "dividend  "?  He  (the  President)  ftit 
that  he  was  among  those  who,  were  mruch  better  ptmdits 
in  commercial  knowledge  than  he  was  himself;  but  he 
had,  at  all  events,  one  claim  for  their  consideration,  and 
that  was  that  he  himself  had  been  a  director  for  some  few 
years.  Indeed,  he  was  not  quite  sure,  inasmuch  as  he 
belonged  to  two  navigation  companies,  that  he  might  not 
come  under  their  very  gentle  censure— -as  he  hoped  it 
would  be— of  being  a  pluralist  director.  (Laughter.)  He 
believed  that  the  beau  ideal  of  a  director  was  c«ie  who  did 
not  direct  more  than  one  company.  He  could  only  plead 
that  in  his  case  the  two  companies  had  an.  almost 
analogous  object.  Lord  Avebury  had  mentioned  that  he 
had  many  titles;  he  had,  perhaps,  more  than  he  was 
entitled  to;  but  be  would  only  plead  guilty  in  &is  one 
matter  of  being,  to  some  extent,  a  pluralist  director. 
(Laughter.)  He  hoped  that  for  the  twelve  months  during 
which  he  occupied  the  position  of  mayor  in  that  Institute 
the  members  would  have  no  cause  to  regret  the  choice  they 
had  made.  Lord  Avebuiy  was  a  gentleman  who  had  been 
able  to  devote  himself  to  many  branches  of  study,  and 
amongst  the  foremost  of  these  was  that  of  natural  history, 
and  he  bad  very  rightly  come  to  the  conclusion  that  there 
was  one  great  gap,  and  that  was  that  there  was  no  Institute 
of  Directors.  (Laughter.)  He  entirely  agreed  with  him, 
and  hoped  Lord  Avebury  would  take  his  place  as  a  great 
investigator  and  a  great  creator  to  lill  up  that  gap.  which 
was  maiufestly  one  that  ought  to  be  filled,  in  our  com- 
mercial well-being.  He  understood  that  this  Institute  had 
been  in  existence  oMy  two  years  and  a-half,  and  they 
already  saw  the  result  of  Lord  Avebuiy's  forethought  in 
regard  to  it  in  the  gathering  he  was  addressing  that  night. 
It  was,  perhaps,  as  weU  that  those  who  were  put  at  the 
head  of  that  Institute— nominal  head,  at  all  events— should 
be  retired  by  rotation,  and  he  did  not  know  what  the  wotd 
rotation  meant  unless  it  was  the  matter  of  rotation  in 
coming  back  to  the  same  spot,  and,  taking  it  in  that  sense, 
he  hoped  they  would  see  I..ord  Avebury  in  his  i^d  position 
again.  Lord  Avebuiy  had  shown  that  it  was  very 
desirable  that  this  Institute  should  come  into  being,  and 
had  mentioned  the  necessity  of  watching  the  proceedings 
in  Parldament  with  r^ard  to  tbe  fwtion  of  those  who 
seemed  apt  to  think  that  any  government  must  necessarily 
be  a  mistake,  and  that  the  government  by  directors  was 
probably  full  of  mistakes.  There  was  too  great  a  tendency 
nowadays  to  question  aU  government,  and  certfunly  the 
government  of  directors  was  always  being  questioned ;  but 
they  were  accustomed  to  take  their  places  as  those 
appointed  to  answer  all  questions  and  meet  all  objections 
that  might  be  urged.  This  Institute  had  already  proved 
itself  to  be  able  to  get  men  together  who  would  put 
forward  any  defence  or  explanation  necessary ^n  thei' 
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b«hall  on  a  secure  basis,  and  to  ^read  true  knovledge 
amongst  tiie  masses  as  to  wbaX  was  intended  by  those  vbo 
vere  working  in  commercial  ventores.   After  two  Tears' 

existence  tbe  Institute  possessed  over  1,300  members,  and 
he  believed  they  would  &n.d  their  ranks  would  swell  more 
and  more,  and  that  it  would  be  considered  more  and  more 
a  matter  of  im{>oirtance  in  London  commercial  life  to  be  a 
member  of  the  Inatilate  of  Directors.  He  hoped  their 
ranks  would  not  only  be  open  to  directors  who  lived  in 
London,  but  to  those  of  provincial  cities  and  of  oux  great 
Imperial  cities  ovwsea.  In  the  meantime,  he  thought  they 
mi^t  congratulate  themselves  on  the  fact  that  the  men 
engaged  in  commercial  pnrsuiits  in  our  dominions  had  the 
same  good  reputation  amongst  the  nations  of  the  world 
that  we  had  always  flattered  ourselves  w.e  possessed,  and 
he  believed  they  were  all  keenly  jealous  of  that  honourable 
positson.  (Applause.) 

At  this  stage  of  the  proceedings  Jw^e  Bompas,  on 
behalf  of  the  Council  and  members  of  the  Institute,  pre- 
sented Lord  Avebuiy  with  an  illuminated  address,  express- 
ing their  profound  thanks  to  his  Ix>rdship  for  the  many 
services  he  had  rendered  to  tihe  Institute  as  its  first  Presi- 
dent. During  his  term  of  office  the  membership  had 
increased  from  412  to  1,355,  largely  owing  to  his 

influence  that  liis  Majesty  King  Edward  VII.  was 
graciously  pleased  to  grant  them  a  Royal  Charter  in  July 
last. 

Sir  Ralph  Littlra^  proposed  "  Finance,  Trade,  and  Com- 
merce." He  remarked  that  a  good  deal  of  the  legislation 
which  was  directed  to  joint-stock  companies  had  only  the 
effect  of  creating  marvellous  pitfalls.  The  finance,  the 
trad^  and  the  commerce  of  this  country  had  made  it  what 
it  is,  and  he  trusted  that  the  commercial  morality  which 
would  be  taught  by  such  an  Institute  as  he  was  now 
addressing  would  keep  our  finance,  trade,  and  commerce  at 
the  high  level  which  it  had  attained  in  the  esteem  of  the 
world.  (Applause.) 

Sir  William  Holland  responded  to  the  toast. 

The  other  toasts  were  "  Our  Guests,"  proposed  by  Judge 
Bompas  and  responded  to  by  Mr.  Frank  Crisp  (in  the 
absence  of  Lord  Strathcona  and  Mount  Royal) ;  and 
"Our  President,"  given  by  Sir  James  Woodhouse  and 
reloaded  to  by  the  J>uke  of  Argyll. 


^HB  City  DIary— now  in  its  forty-fDorth  year  of  publication 
— has  just  been  issued  at  tbe  offices  of  the  City  Prtss, 
148-9  AMersgate  Street.  Tbe  annual  is,  as  usual,  a  handbook  to 
the  City  as  well  M  a  diary  proper,  and  Issued  at  tbe  popular 
price  of  one  ruling. 


Bfiainst  tbe  Aetre. 


Important  ReMlutloas  from  Muafactnren. 


At  a  meetii^  of  the  Committee  of  Control  of  the  Brituh 
Weights  and  Measores  Association  (25  Victoria  Street, 
London,  S.W.),  held  recently,  Mr.  ].  Hartley  Wicksteed, 
Ex-President  Inst.  Mach.  Eng.  (Joshua  Bocktcm  ft  Co., 
tool  and  testing  machine  makers),  Leeds,  propoaed  the 
following  resolation : — 

■ 

That  while  tbe  British  Weights  and  Measures  Asso- 
ciation has  no  desire  to  impose  upon  tiie  scientific 
section  of  the  community  a  systraa  of  weights  and 
measures  other  than  that  they  already  use,  yet  it 
declares  that  with  a  view  of  bringing  the  physical 
science  units  into  harmony  with  the  BritiA  industrial 
and  commercial  units,  it  is  desirable  that  they  be  based 
upon  tbe  inch  at  a  standard  temperature,  the  square 
inch,  cubic  inch  and  the  weight  of  a  cubic  inch  of 
pure  water  at  the  standard  t^nperature  under  a  baro- 
metric pressure  of  30  inches  of  pure  mercury  instead 
of  derivatives  of  the  metre  units,  which  are: — The 
metre  at  the  temperature  of  freezii^  pmnt,  the  axe  or 
square  decametre,  the  litre  or  cubic  decimetre,  the  steie 
or  cubic  metre,  and  tbe  gramme  or  weight  of  a  cubic 
centimetre  of  pure  water  at  4  d^.  C.  or  39.3  d^.  F. 
at  a  barometric  pressure  of  760  millimetres  or  39.9x2 
inches. 

It  regrets  that  the  merits  of  the  inch  units  have  been 
so  long  neglected  by  scientists,  for  these  units  (a)  serve 
the  requirements  of  science,  {b)  theii  co-relation  is 
simpler  than  the  metre  units,  [c]  they  may  be 
operated  decimally  by  those  who  find  decimals  an 
advantage,  and  this  without  compdling  others  to  use 
decimals  who  find  them  a  hindrance,  and  [d)  they  have 
the  valuable  property  of  being  commensnzable  with 
tbe  manufacturing  and  trade  units  wholly  in  use  in 
every  English-speaking  country,  and  laigdy  in  use  in 
every  other  country  in  the  world,  thus  providing  a  base 
to  which  these  can  be  easily  and  ecoaomically 
adjusted. 

(a)  Science  requires  weight  units  to  be  co-related 
through  tbe  medium  of  pure  water  with  the  cube  <^ 
linear  units.  Tbe.inch  units  are  so  co-xeIated> 

[b)  It  only  requires  a  glance  at  the  following  com- 
parisons to  see  how  much  more  simply  the  io^h  units 
are  co-related  than  are  those  based  on  th^jMtre. 
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Inch  Units  (s  equals  Standard  Inch). 


S  B 

i>  weighl  of  mter  * 


Linear  Standard. 

Square  Standard. 

Capadtr  and  Volume  Standard. 

WelRht  Suodard. 


Metric  Units  (m  equals  Metre). 


ID*  X  100 
ID* 

+  1(000,000 


Linear  Standard. 

—  Square  Standard. 

—  Capacity  Standard. 

—  Volume  Standard. 


ivtight  of  inter  -  Weight  Standard. 

(()  All  the  inch  standards  being  on  a  common  base 
and  not  on  the  standard  unit  its^i  and  on  decimal 
maltiplea,  'and  sub-multiples  of  this  unit,  as  in  the 
metric  system,  are  available  for  binary  and  duo- 
decimal multiples  and  submulttples  equally  with 
decimal  multiples  and  submultiples.  Thus,  whilst 
scientists  and  those  interested  primarily  in  computa- 
tion will  use  decimal  multiples  and  submultiples,  the 
foot  is  retained  by  a  multiple  of  12,  the  yard  by  a 
farther  multiple  of  3,  the  cbain  by  a  multiple  of  66, 
and  so  on.  The  engineer  theieby  retains  his  inch  and 
foot,  the  shipowner  his  existing  draught  and  measure- 
ment tonnage,  the  textile  manufacturer  his  yard,  and 
the  surveyor  his  chain  and  his  acre.  Each  of  these 
derivatives  may  be  used  as  a  trade  unit,  and 
decimalised  exactly  as  they  are  now,  iar  convenience 
of  cakuloticm. 

{d)  We  see  in  the  foregoing  that  whilst  provision  is 
made  for  scientific  umts  which  are  easier  of  applica- 
tion than  the  metre  units,  this  provision  is  based  on  a 
normal  which  brings  those  units  into  harmony  with  the 
existing  ioduatiial  units,  and  whilst  none  of  the,  latter 
are  disturbed  a  simple  scientific  base  is  provided  to 
which  they  may  be  adjtisted  as  and  when  manu- 
factunrs  and  traders  find  such  a  course  desirable.  For 
instance,  one  cubic  inch  of  water  weighs  grains. 
A  very  slight  increase  of  less  than  i  per  cent  to  out 
weights  would  give  350  grains  to  an  inch  and  aS  inch 
weights  to  a  lb.  The  gallon,  as  a  vessel  coiutaining 
10  lbs.  weight  of  water,  woold  then  contain  280  inches, 
whence  if  a  decimal  pint  was  deemed  desirable,  this 
pint  would  weigh  i  lb.,  10  lbs.  i  gallon,  and  10  gallons 
too  lbs. 

Mr.  Robert  Kaye  Gray,  Ez-Ptesident  Inst.  Elec.  Eng. 
(India  Rubber,  Gutta  Percha,  and  Electrical  Worlb, 
Silvartown).  London,  seconded  ^  resolution,  and  it  was 
onaiiimouly  carriad. 


Mr.  Thomas  Roberts,  cotton  manufacturer,  of  Darwen, 
representing  the    Cotton    Employers'    Federations  of 

Lancashire,  proposed :  — 

That  it  is  desirable  to  present  the  views  of  this  Asso- 
ciation hy  a  deputation  to  the  Prime  Minister,  the 
Secretary  of  State  for  the  Colonies,  and  the  President 
of  the  Board  of  Trjule,  with  a  view  to  the  Govemment 
legalising  the  weight  of  a  cubic  inch  of  pure  water  at 
a  given  temperature  and  pressure,  either  by  order  in 
Council  or  by  special  Act  of  Parliament 

Mr.  James  Paxman  (Davey,  Pazman  &  Co.,  engiiteerfl, 
Colchester),  of  Stisted  Hall,  Braintree,  seconded,  and  it 

was  carried  unanimously. 

The  Secretary  reported  that  following  on  the  appoint- 

:nent  of  Mr.  H.  Suplee,  engineering  expert,  of  New  York, 
to  act  as  the  Corresponding  Secretary  for  U.S.A.,  and 
Mr.  De  Grane  Sells,  engineer  and  naval  architect,  of 
Genoa,  to  aa  as  Corresponding  Secretary  for  Italy,  there 
^ere  two  other  gentlemen  nomsnated  to  act  in  that  capacity 
.'or  India.  Messrs.  C.  L.  T.  GrifHth,  municipal  engineer 
to  the  Corporation  of  Madras,  and  A.  M.  Close,  C.T.,  of 
UuJanshah,  U.P.,  were  duly  appointed. 

It  was  also  reported  that  amoi^st  other  members  j<nn> 

ing  during  the  month  were  Professor  Ripper,  head  of  the 
.\pplied  Science  Section  of  Sheffield  University ;  Dr. 
Waddy,  of  Sheffield ;  Messrs.  Wm.  Brookes  &  Son, 
saddlers,  WalsaU ;  and  Messrs.  Jno.  Russell  &  Co.,  Lim., 
tube,  ftc,  manufactnrers,  of  Walsall,  Wednesbury,  and 
BiraungbajD . 

Several  Lancashire  Chambers  of  Commerce  have 
followed  the  example  set  by  the  Manchestec  Chamber  and 
resolved  to  strongly  oppose  the  introduction  of  the  metric 
system,  if  it  is  to  be  applied  to  the  textile  or  engineering 
trades. 

Mr.  Robert  Kaye  Gray  was  elected  pmnanent  Chairman 

of  the  Committee  of  Control,  which  hitherto  has 
appointed  a  chairman  at  each  meeting. 


Thb  Lawyer's  CoupAMioir  and  Diary  for  190^-edited 
by  Edwin  Lajmaa,  B.A.,  of  the  Middle  Temple,  Banister'«t- 
Law  (6ist  year  of  publication) — has  now  been  issued.  Atten- 
tloa  is  drawn  to  the  many  additional  Tables  that  appear  in  this 
issue.  The  publishers  have  spared  no  expense  or  trouble  in 
obtatoiDg,  as  they  hope,  every  Table  that  is  likely  to  be 
of  service  in  a  solicitor's  office.  With  these  improvements, 
they  feel  the  1907  edltk»  wUl  efl^^l^^^j^i^^^^q^y^^ta 
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Aeetin00  for  tbe  ensuing  Meelt. 

WedHtsiay— Sheffield  Chartered  Accodntants  Std- 
DBNTs'  SociBTY.— Joint  Debate  with  the  Nottii^hain 
Chartered  Accountants  Students'  Society,  "That it  is 
both  desirable  and  necessary  for  the  existing  Income- 
Tay  Procedure  to  be  amended,"  at  the  Library, 
Hoole's  Chambers,  Bank  Street ;  6.45  p.m. 

TkKrsduy— Leeds  and  District  Chartered  Accodntantr 

Students'  Association,— Lecture,  "  Some  Notes  on 
Table  A,"  by  Dr.  D.  F.  De  L'Hoste  Ranking,  at  the 
Law  Institution,  Albion  Place  :  6.30  p.m. 

Glasgow  Chartered  Accountants  Students'  Societ  v. 
— Annual  Dinner. 


personal. 


Mr.  W.  S.  Aston,  F.C.A.,  Birmingham,  has  been 
appointed  to  the  Commission  of  the  Peace  for  tbe  city  of 
Birmingham. 

Mr.  Herbert  T.  Rosbvbar,  Chartered  Accountant,  has 
removed  his  offices  from  25  Westgate  Road  to  13  Moseley 
Street,  Newcastle-upon-Tyne. 

Mr.  H.  J.  WiNKLBV,  Chartered  Accountant,  announces 
that  after  twelve  yearsi'  service  with  Messrs.  Derbyshire 
Bros,  and  Messrs.  Hubbart  &  Durose,  Chartered  Accoun- 
tants, of  Nottingham,  he  has  commenced  to  practise  on  his 
own  account  at  Rasbell  Chambers,  King  Street,  Nottingham, 
and  at  Wisbech. 

Messrs.  Jonbs,  Cxsar,  Dickinson,  Wilmot  &  Co., 
Certified  Public  Accountants  (111.),  Price,  Watbrhoosb  & 
Co.,  Chartered  Accountuits,  of  54  William  Street,  New 
York,  announce  that  they  have  established  a  branch  in  the 
City  of  Mexico. 

The  partnership  heretofore  sobsisting  between  T.  J. 

Watkins  and  G.  E.  Barnes  as  Incorporated  Accountants 
and  Auditors  has  been  dissolved  by  mutual  consent.  Mr, 
T.  J.  Watkins  will  continue  to  carry  on  business  as  an 
Incorporated  Accountant  and  Auditor  at  Bank  Chambers, 
Stockton-on-Tees,  and  8  Scarborough  Street,  West  Hartle- 
pool, under  the  style  of  T.  J.  Watkins  &  Co.  Mr.  G.  E. 
Barnes  will  continue  to  carry  on  business  as  an  Incor- 
porated Accountant  and  Auditor  at  The  Literary  Institute, 
Stockton-on-Tees. 


failures  an&  JStlls  ot  Sale  in  Bnalart) 
an&  Males. 


According  to  Kemp's  Mncantik  Cautte.  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday.  Nov.  30th,  was  172,  viz.:— 
New  Bankruptcy  Proceedings  published  in  the  London  Gauttt, 
96  ;  Deeds  of  Arrangement  registered,  76.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were : 
Bankruptcies,  116;  Deeds  of  Anangemeot.  75— total,  191: 
being  a  decrease  of  ig.  The  total  number  of  commercial 
failures  recorded  during  the  48  weeks  of  the  preset  year  is 
7,770:  tbe  total  number  recorded  in  tbe  correspondiag 
weeks  of  last  year  was  8,331,  showing  a  decrease  of  561. 

The  number  of  Bills  of  Sale,  including  Re-registratioi&, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Nov.  30th,  was  174.  The  number  in  tbe  corresponding  wttk 
of  last  year  was  186,  showing  a  decrease  of  12.  The  total 
number  filed  during  the  48  weeks  of  the  present  year  is 
7,048  ;  the  total  number  filed  in  the  corresponding  48  wecls 
of  last  year  was  7,773,  showing  a  decrease  of  725.  . 


DebentorM. 


The  Mortgages  and  Charges  r^stered  by  limittd 
companies  in  England  and  Wales  during  tlie  week  esdirf: 
Friday.  Nov.  30tb,  amounted  to  ;^i,488.o22,  by  way  of 
addition  to  ;^47i,235,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  correspondirg 
week  of  last  year  was  jfz,93ii356,  showing  a  decrease  cl 
;f443,334.  The  total  amount  r^stned  during  the 
weeks  ot  the  present  year  was  ^72,893,888  (in  addition  lu 
the  issues  in  previous  years  by  the  same  companies), 
compared  with  ^^74,451,242  for  the  corresponding  48  weeks 
in  1905,  showing  a  decrease  of  ;^i,557,354' 


Bmertcan  S)?stems  of  finance. 


The  power  of  a  country's  system  of  finance  in  sbajHn;.: 
tlie  course  of  its  commerce  and  industry  is  one  of  the  thin  .i 
comfortably  forgotten  after  a  certain  level  of  prosperih 
has  been  reached.  Our  own  people  take  for  granted  t>.t 
system  by  which  men  of  ability  in  this  country  are  say 
plied  with  means,  and  without  pausing  to  admire  it.  Only 
ill  adversity  do  they  realise  how  much  it  matters  to  tra<'< 
that  capital  should  be  forthcoming  when  it  is  wanted,  a< 
turn  their  eyes  to  survey  the  wo^  done  und^fome  otl:it 
system  of  finance.  ^^e^Suii^e  of  l$|i!^y  is  the 
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Favourite  instance,  and,  indeed,  we  may  commend  the 
methods  tiiat  have  made  practicable  the  vast  expansion  of 
its  indnstries  during  the  past  thirty  years.  Whether  wa 
Approve  wholly  of  the  actitm  of  German  banks  in  talting 
large  holdings  in  industrial  concerns  or  not  is  another 
matter.  But  we  may  see  that  the  German  system  has 
admirably  served  the  German  turn,  although  it  may  need 
adjusbaent  to  changing  conditions  or  may  display  marked 
weakness  at  a  great  crisis.  In  any  case,  a  less  elastic 
system  of  banking  is  likely  to  have  been  less  successful  in 
the  past,  and  Germany  affords  a  good  example  of  the 
jiower  of  finance  in  promoting  commerce.  Instances  of  the 
lack  of  money  hindering  business  are  not  at  all  far  to  seek. 

The  American  system  of  finance,  when  it  is  heard  of  at 
.1.11,  is  known  as  a  great  chaos.  Its  lack  of  co-ordination 
in  the  prime  disturbdi^  factor  in  our  own  money  maricet. 
The  absence  of  a  cheque  ^ston  comparable  to  our  own, 
the  isolation  of  the  National  Banks,  the  stringencies 
induced  by  speculation  in  Wall  Street,  and  the  periodical 
relief  afforded  to  the  market  from  Washington  are  the 
commonplaces  of  the  daily  papers.  The  defiscts  of  the 
system  or  want  of  system  are  borne  in  upon  us  to  our  dis- 
rottafort,  and  London  awaits  the  financial  reformation  in 
the  United  States  with  hardly  less  eagerness  than  does 
New  York.  America  has  progressed  more  rapidly  than  her 
methods  of  financing  trade.  In  ten  years  crops  and  rail- 
way eamint^  have  doubled,  iron  production  has  multiplied 
itself  by  four,  immigration  proceeds  at  three  times  the 
former  rate,  and  bank  clearings  at  New  York  are 
appreciably  more  than  three  tames  as  much.  The  stoiy  is 
(■ne  of  amaging  prosperity,  and  it  is  not  to  be  wondered  at 
that  the  need  of  gold  has  occasionally  been  acutely  keen. 
At  this  point— upon  a  picture  of  speculator  and  business 
man  alike  paying  dear  for  their  money — ^the  chapter 
ordinarily  ends.  How  the  manufacturer  obtains  the 
capital  he  requires  is  not  told. 

Obviously,  there  has  been  in  the  United  States  since  the 
passage  of  the  Dingley  Act  an  enormous  demand  for 
money  for  iodustiial  concerns.  The  demand  has  been  met 
in  part  through  the  facilities  offered  by  limited  liability 
organisation.  Even  so,  there  has  been  a  shortage  due  to 
the  active  employment  for  capital  in  all  directions.  It  has 
been  easier  to  equip  a  concern  with  plant  than  to  provide 
for  it  an  adequate  working  capital  also.  The  temptation  to 
embark  in  industry  has  been  strong,  and  the  American  does 
not  feel  hunaeU  fettered  to  the  business  in  i^ch  he  has 
hitherto  been  engaged.  As  a  consequence,  great  numbers 
of  new  businesses  have  sprung  into  being,  many  of  them 
with  the  most  slender  resources  at  the  outset,  which 
depend  for  their  continuance  on  a  strong  market  for  goods. 
These  have  prospeced  fairly  well,  fox  commeicial  failures 
in  America  are  now  at  the  rate  of  sight  per  thousand, 
instead  of  the  twelve  per  million  of  1896.   But  they  have 


needed,  and  do  still  need,  financing  from  the  outside.  The 
sellimg  agents  in  the  Atlantic  cities  bore  a  share  in  feeding 
the  concerns  for  which  they  acted.  They,  however,  have 
given  over  that  function  gen«ally  to  the  banks.  The 
banker  is  intermediary  between  the  two,  making  advances 
to  the  manufacturer  on  the  value  of  goods  sent  into  the 
commission  house,  and  receiving  the  proceeds  of  the  sates 
effected  by  the  latter. 

In  effect,  numbers  of  these  producing  establishments 
hare  mortgaged  everything  they  produced,  and  as  quickly 
as  it  was  manufactured.  The  arrangement  has  been  an 
undoubted  convenience,  but  it  differs  so  much  from 
English  practice  as  to  call  for  attention.  Nor  is  it  only 
with  the  banker  proper  that  these  ^sterns  of  prompt 
accommodation  have  been  made.  The  financial  agent  is 
at  hand  to  deal  with  those  who  will  make  legal  assignment 
of  cflstomers'  debts  to  him.  He  makes  an  immediate 
advance  upon  the  invoice,  charging  interest  at  6  per  cent, 
per  annum^  and  -a  monthly  commission  at  the  same  rate. 
If  the  terms  seem  usurious,  they  are  still  such  as  necessify 
dictates,  and  such  as  some  Americans  have  found  it 
expedient  to  pay.  To  the  English  mind  there  is  something 
deplorable  in  the  sight  of  this  hurty  to  hypothecate  every 
obligation.  It  is  impossible  not  to  wondn  what 
customers  in  this  country  would  say  to  actions  which 
inform  a  third  party  of  all  the  essential  particulars  of  busi- 
ness that  takes  place  between  two.  It  is  quite  plain  to  see 
that  at  some  point  the  charges  of  tiie  financial  agent  will 
become  too  onerous  to  be  supported.  Xo  leas  plain  is  it 
that  the  banks  must,  of  necessi^,  restrict  their  advances 
severely  whenever  trade  shows  a  disposition  to  contract. 
The  fair  weather  business — trading  up  to  the  utmost  limit 
of  its  resources — must  be  compulsorily  retired  at  the  first 
hint  of  a  st(»m.  The  order  to  stop  operations  may  be 
unwelcome  enough  to  proi»ietors  or  stockholders,  but 
there  is  no  setting  the  command  at  d^ance. 

If  it  has  been  made  easy  for  Americans  to  launch  into 
industry,  it  bas  at  the  same  time  been  made  difficult  for 
them  to  continue  when  markets  are  failing.  That, 
perbaps,  is  one  reason  why  "dumping"  has  scarcely 
reached  the  juoportions  that  had  been  fsared.  A  second 
reason  is  the  sustained  vitality  of  America's  internal  trade, 
which  has  made  possible  many  developments  that  could 
hardly  be  repeated  in  our  islands.  Memories  are  short  and 
recoveries  sharp  in  America,  or  thwe  might  be  more  cause 
to  fear  a  condition  which  conduces  to  panics  in  finance 
and  panics  in  trade.  The  nations  do  not  live  to  th«nselves 
alone,  and  London  has  some  interest  in  hoping  that 
catastrophe  will  not  overtake  America  before  she  has 
smoothed  her  channels  of  finance. 

tA.  HUNTES. 
roogle 
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Thk  Cornhill  HAGAZlNB  fer  Decjamber  contain*  llm  eoBr 
eluding  chapters  of  "  Chipploge,"  bj  Hr.  Stanley  }.  Weynan. 
and  the  ciutoinaiy  instalment  of  "  Frauleio  Schmidt  and 
If  r.  Atutratber,"  by  the  author  of  "  Elinbetb  and  her  Gennan 
Gardm."  Of  Mpadal  Intereit  to  the  magazine  wUch  the  author 
of  "  Vanity  Pair  "  flnt  edited  it  the  complete  hiMory  and  tttt  of 
"  Tbaokeray's  Mahogany  Tree,"  with  the  air  to  which  it  was 
sunn,  contributed  by  Sir  Francii  Cowley  Bumand.  By  a  happy 
coincidence  the  next  place  is  held  by  Thackeray'^  daughter, 
Mrs.  Richmond  Ritchie,  who  in  her  "  Biacirstick  Paper,  No.  ii." 
ftimishes  peraooal  and  literary  remiolscences  of  Mrs.  Gaskell. 
Canon  Seedling  oontrlbntes  his  second  and  ooneluding  lecture  cm 
Shake^aaia,  and,  amongst  other  intmsting  matter,  Mr.  Hartley 
Wltben  write*  u  an  nxpKt  for  the  oninitiated  "CMtcandng 
Bank  Rate." 
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The  December  issue  of  the  Finamnal  Rnitw  of  Rivmn 
maintains  the  high-class  character  of  Its  articles  on  invest- 
ment lobjects.  Mr.  George  Jamieson,  C.M.G.,  who  was 
for  many  yaan  Actii^  Chief  Jnstitx  of  th«  Sqnwie 
Tribanal  of  Chiiw  and  Japui,  and  also  British  Coosol* 
General  in  China,  writes  interestingly  on  Chinese  invest- 
ments and  finance.  His  contribution  to  the  totricate 
qnestioB  of  Chinese  finance  is  particularly  valuable  at  the 
present  time,  when  diacnssion  is  rife  respecting  the  attitude 
of  the  Chinese  Government  towards  the  adalolstration  of 
the  Customs,  which  provide  security  for  the  Imperial  loans 
of  the  country. 
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XeaMng  Hrttcleg. 

The  Uverpoo!  Society  of  Chartered 

Accountants*  Dinner. 

/^UR  readers  will  have  gathered  from  the 
^  very  full  account  which  appeared  in  our 
issue  of  the  24th  ult.  that  the  annual  dinner 
of  the  Liverpool  Society  of  Chartered  Accoun- 
tants on  the  15th  ult.,  under  the  Presidency 
of  Mr.  Edmund  D.  White,  F.C.A.,  was  a 
great  success.   There  was  a  large  atten^apce 
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of  members,  and  many  visitors  were  present, 
including  the  President  and  Vice-President  of 
the  Institute. 

It  is  unnecessary  for  us  to  deal  at  length 
with  all  the  somewhat  numerous  and  highly 
effective  speeches,  the  more  so  in  that  the 
interest  attaching  to  several  of  these  is  dis- 
tinctly local.  Two  points  were  raised,  how- 
ever, in  the  course  of  the  evening  which  appear 
to  be  of  very  special  importance  at  the  present 
time,  and  we  propose,  therefore,  to  concentrate 
attention  upon  these.  Mr.  W.  B.  Peat, 
F.C.A.,  in  responding  to  the  toast  of  "The 
Institute  of  Chartered  Accountants,"  sub- 
mitted by  the  Lord  Mayor  of  Liverpool,  stated 
in  clear  and  unmistakable  terms  that  he 
thought  the  time  had  arrived  when  they  should 
seek  to  have  some  form  of  registration  which 
would  prohibit  from  practising  those  with  no 
qualifications  to  practise,  and  which  would 
close  the  door  to  all  save  those  qualified  to 
discharge  the  duties  which  they  were  called 
upon  to  fulfil  At  the  present  time,  and 
espedally  during  the  last  twelve  months  or 
so,  societies  ot  self-styled  accountants  have 
been  multiplying,  and  if  all  of  these  were  to  be 
admitted  to  registration,  the  immediate  effect 

that  registration  would  certainly  not  be  to 
prohibit  from  practising  those  who  have  no 
qualifications  to  practise. 

We  mention  the  point  at  this  stage  because 
it  strikes  us  as  being  a  somewhat  vital  ques- 
tion of  principle  whether  any  scheme  that  may 
be  formulated  is  to  provide  for  the  registra- 
tion in  the  first  instance  of  aU  claimants,  or 
whether  from  the  first  some  attempt  is  to  be 
made  to  protect  the  public — which  is,  of  course, 
the  strongest  argument  in  &.vour  of  registra- 
tion— by  some  sort  of  a  weeding-out  process. 
Questions  of  detail  can,  of  course,  be  properly 


postponed  for  consideration  at  a  later  stage, 
but  the  question  that  we  have  just  alluded  to 
is  fundamental  and  vital,  and,  however  decided, 
will  doubtless  produce  some  oppoMtion.  It  is 
thus,  we  think,  of  the  greatest  importance  that 
there  should  be  a  clear  understanding  among 
bond  fide  members  of  the  profession  which 
plan  they  think  upon  the  whole  the  best  th 
adopt  as  a  starting  point. 

It  is  very  satisfactory  to  observe  that  the 
Liverpool,  Manchester,  and  Birmingham 
Societies  are — so  Mr.  Peat  informs  us — taking 
their  places  in  the  forward  movement,  and  that 
they  have  brought  the  Council  of  the  Institute 
to  see  that  a  step  in  this  direction  would  be  a 
wise  and  prudent  step. 


Solicitors*  Accounts. 

TN  pursuance  of  a  requisition  signed  by 
^    upwards  of  one  hundred  well-known  solid- 
tors,  a  special  general  meeting  of  the  Law 
Society  was  held  yesterday  to  consider  the 
advisability  of  appointing  a  Committee  to 
inquire  into  the  subject  of  the  custody  of  1 
clients'  moneys.  1 
Our  readers  will  hardly  require  to  be  reminded  ' 
that  this  is  no  new  subject  to  engage  the  atten-  | 
tion  of  solicitors.   On  the  contrary,  it  is  one  | 
which  firom  time  to  time  has  cropped  up  during  | 
the  past  six  years  or  so,  having  probably  first 
been  brought  into  prominence  at  the  time  when  1 
a  receiving  order  was  made  against  an  ex- 1 
President  of  the  Law  Society  under  somewhat ' 
disastrous  circumstances.   That  being  so,  the 
first  impression  that  occurs  to  one  is  perhaps 
that  of  wonder  as  to  whether  the  time  for  con- 
sideration has  not  now  gone  by,  and  the  time 
for  action  arrive*^,  J^^|^5J@^5if|te(€0'»sider. 
ation  will,  we  think,  suffice  to  show  that  this 
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impression  is  not  altogether  justified  by  the 
facts.  Some  action  has  already  been  taken  by 
the  Law  Society;  its  statutory  rights  in  the 
matter  are  very  strictly  limited ;  and  further 
discussion  would  appear  to  be  desirable,  if  only 
with  a  view  to  promoting  legislation  in  order  to 
obtain  an  extension  of  those  rights. 

Shortly  stated,  the  history  of  the  matter  may 
be  said  to  be  as  follows: — In  April  X900  a 
special  Committee  of  the  Incorporated  Law 
Society  was  appointed  to  inquire  into  the  best 
means  of  protecting  solicitors  and  the  public 
against  certain  malpractices  which  had  then 
been  recently  disclosed.  This  Committee, 
of  which  Mr.  Henry  Manisty  was  Chair- 
man, recommended  that  all  solicitors  should 
have  their  accounts  periodically  audited,  and 
keep  separate  Banking  Accounts  for  their 
clients'  moneys.  The  Committee  was  divided 
in  opinion  as  to  the  expediency  of  forming  a 
guarantee  fund,  partly  no  doubt  on  account  of 
the  fact  that  all  solicitors  are  not  members  of 
the  Law  Society,  and  that,  therefore,  a  safe- 
guard of  this  kind  which  had  only  partial  appli- 
cation might  well  prove  so  misleading  as  to  be 
actually  injurious.  However  that  may  be,  no 
recommendation  was  put  forward  upon  that 
subject.  Doubtless  some  of  our  readers  will  be 
able  to  tell  us  whether  there  has,  during  the 
past  six  years,  been  any  material  increase  in  the 
number  of  solicitors  submitting  their  accounts 
for  audit,  and  in  the  number  who  systematically 
separate  clients*  moneys  from  their  own  and 
pay  them  into  a  separate  banking  account. 
Our  own  impression  is  that,  so  far,  neither  of 
these  recommendations  has  found  very  many 
new  adherents ;  but  we  may,  of  course,  be 
mistaken.  No  doubt  many  solicitors  do  adopt 
the  Dual  Banking  Account  System,  but  the 
system  was  by,  no  means  unknown  prior  to 


igoo.  Again,  many  solicitors  have  their 
accounts  systematically  audited  by  Chartered 
Accountants,  but  this  again  is  not  an  innovation 
of  the  past  half-dozen  years.  However  deplor- 
able the  admission  may  be,  we  thiik  it  must  be 
conceded  that  the  recommendations  of  this 
very  influential  Committee  of  1900  have — to  a 
very  large  extent,  at  least — fallen  upon  deaf 
ears. 

The  next  step  in  the  somewhat  deliberate 

movements  of  the  reform  party  appears 
to  have  been  taken  on  the  occasion  of  the 
provincial  meeting  at  Leeds  in  1905,  when  the 
Council  promised  to  further  consider  the 
subject,  an  undertaking  which  it  was  accused 
in  somewhat  round  terms  of  disregarding  at 
the  provincial  gathering  held  in  the  summer 
of  the  present  year.  But  in  the  meanwhile 
at  least  one  step  forward  has  been  made, 
in  that  (commencing  with  the  Society's 
examination  in  January  1906)  Accounts  and 
Bookkeeping  had  been  restored  as  one 
of  the  subjects  for  the  Intermediate  Examina- 
tion. 

It  is  only  fair  to  the  Law  Society,  however, 
to  point  out  that,  if  without  undue  haste,  it  has 
at  least  now  decided  to  give  practical  effect  to 
the  recommendations  of  the  special  Committee 
on  the  subject  of  the  Dual  Banking  Account 
System,  by  educating  the  future  generation  of 
solicitors  upon  the  right  lines,  and  although 
the  education  appears  to  be  a  somewhat  super- 
ficial affair,  it  is  no  doubt  in  the  right  direction, 
and  (if  we  may  use  the  expression)  beginning 
at  the  right  end.  Naturally,  however,  if  the 
public  is  to  wait  for  the  general  adoption  of 
the  Dual  Banking  Account  System  and  a  pro- 
fessional audit  until  those  articled  clerks  now 
presenting  themselves  for  their  Intermediate 
Examination  are  "  fuli^||^^J'G®^^^i«fes, 


724 


THE    ACCOUNTANT        December  15.  1906. 


some  further  and  very  considerable  delay  must 
ensue  before  any  really  effective  step  has  been 
made  towards  the  better  protection  of  the 
public  and  towards  the  better  protection  of 
the  weak-minded  among  solicitors  against 
themselves.  It  is  thus  anything  but  sur- 
prising that  those  members  of  the  profession 
who  are  sufficiently  far-seeing  to  appreciate 
the  damage  caused  to  its  prestige  by  the 
backslidings  of  an  altogether  insignificant 
majority  should  become  impatient,  and  should 
be  pressing  for  more  immediate  and  more 
drastic  reform ;  and  this  doubtless  is  the 
explanation  of  the  special  general  meeting 
that  was  convened  for  the  14th  inst. 

Whether  (and,  if  so,  when)  the  results  of 
that  meeting's  deliberations  will  be  made 
public  remains  yet  to  be  seen.  So  far,  we 
only  know  that  it  has  been  arranged  that 
representatives  of  the  press  should  not  be 
admitted  to  the  meeting;  but  however  that 
may  be,  there  is  clearly  a  movement  being 
made,  and  that  in  the  right  direction,  and  its 
logical  outcome  would  appear  to  be  the 
promotion  at  the  earliest  possible  moment  of 
a  Bill  in  Parliament  enabling  the  Law  Society 
to  enact  regulations — within,  of  course,  suitable 
limits — for  the  proper  conduct  of  their  busi- 
ness on  the  part  of  all  enrolled  solicitors, 
whether  or  not  members  of  the  Law  Society. 
To  the  average  layman  the  most  convenient 
means  of  accomplishing  this  end  would  appear 
to  be  by  making  membership  of  the  Law 
Society  compulsory  in  all  cases,  but  this  is,  of 
course,  a  purely  domestic  matter,  with  which 
outsiders  need  not  concern  themselves.  The 
point  that  is  of  essential  importance  to  them 
is  that  those  who  occupy  the  exceptional 
position  of  responsibility  and  trust  enjoyed  by 
solicitors  should  in  some  effective  way  be 


required  to  discharge  their  duties  so  as  to 
protect  the  public  against  all  possibility  of  loss 
by  fraud  or  insolvency.  Moneys  paid  into 
Court  are,  of  course,  at  present  so  protected, 
and  it  seems  only  reasonable  that  moneys  duly 
paid  to  an  officer  of  the  Court  should  in  some 
way  or  another  be  equally  protected. 


The  Income-Tax  Report. — II. 

pASSING  on  to  the  question  of  the 
*-  difference  between  permanent  and  pre- 
carious incomes,  we  think  that  it  is  beyond 
human  ingenuity  to  devise  any  practicable 
test  as  to  what  is  earned  and  what  is 
unearned  income.  There  are,  it  is  true,  a 
few  investments  of  so  safe  a  character  that  in 
normal  times  they  may  be  reasonably  expected 
to  produce  a  fair  return  without  much  watch- 
ing —  that  is  to  say,  automatically ;  but 
probably  the  majority  of  those  who  rely  for 
their  income  mainly  upon  their  invested 
capital  know  that  a  satisfactory  return  is  only 
obtainable  by  very  constant  watching,  judicious 
changes  of  investment,  and  frequently  by  actual 
work  performed  in  the  management  of  their 
estates.  It  will  probably  be  admitted  by 
radical  politicians  that  the  retired  tradesman 
who  derives  an  income  from  weekly  property, 
the  rents  of  which  he  himself  collects,  is  work- 
ing for  his  living;  but  as  likely  as  not  they 
would  say  that  a  country  squire  similarly 
situated  was  not — even  although  his  rent-roll 
was  not  sufficient  to  enable  him  to  employ  a 
steward,  and  he  was  therefore  compelled  to 
look  after  his  affairs  himself.  But  even  suppos- 
ing they  granted  that  a  landlord  managing  his 
own  estates  was  earning  bis  living,  by  what 
process  of  reasoning  would  they  draw  the  line 
at  a  man  who  enl^l^^^d  others  tcDWOrk  for 
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him  ?  Why  should  the  landlord  employing  one 
or  more  agents  be  regarded  as  receiving 
"  unearned "  income  when  the  manufacturer 
employing  thousands  to  work  for  him  is  placed 
in  a  different  category  ?  From  whatever  point 
of  view  the  matter  be  regarded,  it  must,  we 
think,  be  obvious  that  any  such  distinction 
between  earned  and  unearned  income  can  only 
be  arbitrary  ;  and,  like  all  arbitrary  definitions, 
is  likely  to  aggravate  rather  than  remedy 
abuses. 

If,  on  the  other  hand,  it  be  sought  to  draw 
the  line  between  income  derived  from  the  invest- 
ment of  one's  own  unspent  earnings,  and 
income  derived  from  property  inherited,  it  may 
be  pointed  out  that  the  operation  of  the  death 
duties  is  always  to  differentiate  to  a  very 
material  extent  between  these  two  classes  of 
income ;  and,  if  it  be  thought  desirable  to  make 
the  difference  still  greater,  obviously  the  death 
duties  provide  a  far  more  convenient  and 
effective  means  than  the  income-tax. 

Coming  back,  however,  to  the  terms  of  the 
Committee's  reference,  which  directed  them  to 
inquire  into  differences  between  permanent  and 
precarious  incomes,  it  may  be  pointed  out  that 
so-called  precarious  incomes  are  not  necessarily 
entitled  to  special  consideration  at  the  expense 
of  permanent  incomes.  A  precarious  income 
is  only  a  disadvantage  in  cases  where  there  is 
a  risk  of  its  yielding,  in  a  bad  year,  less  than  a 
reasonable  expenditure  upon  living  expenses; 
and  even  then  that  risk  may  be  cheerfully  borne 
by  those  who  are  possessed  of  sufficient  capital 
to  tide  them  over  "  lean  "  years,  and  who  are 
satisfied  that  upon  the  average  their  income 
will  be  larger  if  derived  from  such  sources  than 
from  something  more  steady.  Most  large 
incomes  are,  by  their  nature,  extremely  pre- 
carious, but  there  seems  no  reason  on  that 


account  why  they  should  be  taxed  at  a  lower 
rate  than  a  more  moderate  income  derived  from, 
say,  a  salaried  appointment. 

To  sum  up,  we  can  only  say  that  this  Com- 
mittee has  thrown  no  light,  and  appears  to 
have  hardly  attempted  to  throw  any  light,  upon 
the  real  problem  that  faces  the  Treasury. 
That  problem  is  how  to  meet  the  financial 
situation  which  requires,  in  times  of  peace,  a 
reliance  upon  the  income-tax  for  a  yield  of 
upwards  of  fifteen  millions  per  annum,  which 
can  only  be  exacted  under  conditions  which 
tempt  evasion  of  every  possible  desa4ption. 
The  tax  has  now  grown  to  such  proportions 
that,  even  were  there  a  surplus  available 
for  its  reduction,  it  would  require  about 
2i  millions  to  reduce  the  tax  a  single 
penny,  while  the  votes  to  be  acquired  by 
such  reduction  would  be  altogether  incon- 
siderable. On  the  other  hand,  2^  millions 
devoted  towards  reducing  any  form  of  indirect 
taxation  would  be  extremely  popular,  and  could 
hardly  fail  to  attract  adherers  to  those  respon- 
sible for  the  reduction. 

Thus  the  tendency  of  the  times  appears  to  be 
dangerously  in  favour  of  a  reduction  of  every 
form  of  taxation  in  preference  to  the  income- 
tax — a  procedure  which,  in  spite  of  all  Parlia- 
mentary inquiries,  and  of  all  attempts  at  pacifica- 
tion by  taking  something  off  small  incomes  and 
putting  it  on  to  large  incomes,  cannot  fail  to 
produce  extremely  unsatis&ctory  results.  With 
regard  to  the  very  largest  incomes,  which,  of 
course,  contribute  most  largely  to  the  Revenue, 
there  seems  every  probability  that  unreasonable 
rapacity  will  have  the  effect  of  driving  capital 
out  of  the  country  altogether,  and  thus  reducing 
the  aggregate  amount  available  for  assessment. 
This  course  has  already  been  j>^^:|e^^^^^e 
cases,  and  it  seems  not^  uidikely  th«  the 
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decision  of  the  Court  of  Appeal  in  De  Beers 
Consolidated  Mines  will  cause  the  directors  of 
that  company  to  come  to  the  conclusion  that  a 
sum  of  ;^ioo,ooo  per  annum  is  too  much  to 
pay  for  the  luxury  of  a  London  office,  which  h 
really  quite  unnecessary  for  the  successful 
administration  of  their  undertaking.  Until  at 
all  ei  ents  some  serious  attempt  has  been  made 
to  deal  with  the  matter  comprehensively,  and 
reasonably,  we  hope  that  the  ill-digested  recom- 
mendations of  Sir  Chas.  Dilke's  Committee 
will  be  shelved  in  the  same  way  as  those  of 
the  Income-Tax  Committee  appointed  in 
April  1904. 

Notes  on  the  Report  of  the  Select  Committee 
on  Income  Tax. 

By  Mr.  Roger  N.  Carter,  F.C.A. 

TT  will  be  remembered  that  the  terms  of  the 
reference  were  to  "  inquire  into  and  report 
"  upon  the  practicability  of  graduating  the  income- 
"  tax,  and  of  differentiating,  for  the  purpose  of  tax, 
"  between  permanent  and  precarious  incomes." 

In  studying  the  report,  it  is  interesting  to  notice 
the  evolution  of  it. 

Three  reports  were  originally  submitted— one  by 
the  Chairman  (Sir  Charles  Dilke),  one  by  Sir 
Thomas  Whittaker,  and  one  by  Mr.  McCrae. 

When  it  came  to  the  question  of  which  one 
should  be  considered  in  detail,  as  between  the 
Chairman's  and  Sir  Thomas  Whittaker's,  the 
former  received  five  votes  and  the  latter  nine ;  then, 
as  between  Sir  Thomas  Whittaker's  and  Mr. 
McCrae's,  those  who  had  voted  for  Sir  Charles 
Dilke's  voted  for  Mr.  McCrae's,  and  the  nine  again 
voted  for  Sir  Thomas  Whittaker's.  It  was  there- 
fore his  report  which  came  to  be  considered,  and 
was  ultimately  adopted  after  amendment. 

It  may  be  noted,  in  the  first  place,  that  Sir 
Charles  Dilke's  report  was  three  times  as  long  as 
Sir  T.  Whittaker's,  while  his  was  five  times  the 
length  of  Mr.  McCrae's, 


The  value  of  the  report  is  to  some  extent  dis- 
counted, inasmuch  as  the  Committee  have  con- 
sidered it  beyond  the  scope  of  their  reference  to 
say  whether  any  of  the  proposed  changes  are 
desirable  or  equitable. 

Further,  they  have  refrained  from  recommending 
anything  which  they  considered  impracticable,  even 
though  they  may  have  been  of  the  opinion  that  it 
was  "  possible."  This  commends  itself  as  a 
reasonable  attitude,  as  it  is  obviously  ridiculous  to 
suggest  anything  which  it  is  not  tboi^ht  can  be 
carried  out  as  a  practical  measure. 

It  may  then  be  taken  that  the  Committee  recom- 
mend as  practicable : — 

(1)  An  extension  of  the  existing  scheme  of 

graduation  by  abatement. 

(2)  Further  graduation  by  a  super  tax. 

{3)  The  retention  of  the  present  system  of  taxa- 
tion at  the  source. 

(4)  Differentiation  between  earned  and  unearned 

incomes. 

(5)  A  compulsory  personal  declaration  of  total 

net  income. 

We  will,  then,  take  each  head  and  discuss  it  on 
its  merits,  though  inteUigent  criticism  becomes 
more  difficult  as  the  evidence  is  not  obtainable,  and 
one  therefore  offers  criticism,  so  as  to  speak,  ex 
parte.  Sir  Charles  Dilke's  report,  however,  is  of 
considerable  utility  in  this  respect,  as  it  quotes 
evidence  somewhat  fully. 

(i)  Graduation,  ^c,  and  (3)  Taxation  at  the  Source. 

There  are  probably  few  people  of  any  practical 
experience  who  would  not  admit  that  the  objection 
to  the  payment  of  tax  by  way  of  deduction  in  the 
case  of  persons  entitled  to  exemption  and  abate- 
ment is  far  and  away  outweighed  by  the  extreme 
convenience  caused,  not  only  to  the  revenue  but 

1  also  to  the  vast  bulk  of  taxpayers,  by  the  present 

I  system  of  taxation  at  the  source,  two-thirds  of  the 
tax  being  collected  before  it  reaches  the  person  to 
whom  it  belongs,  and  as  much  as  four-fifths  either 
by  deduction  or  satisfactorily  verified.    It  might, 

.  therefore,  have  been  taken  as  a  forgone  con- 
clusion that  there  would  not  b^^^ix  surarfstion  for 

I         .      ...        .       Digitized  byXjOCWIC 

I  altering  this  system.   ^  o 
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ing  greater  relief  to  small  income-tax  payers  would 
be  useful,  and  would  be  appreciated. 

(2)  The  Super  Tax. 

It  is,  of  course,  already  recognised  that  a  man 
with  ;^6oo  per  annum  can  (in  general)  ^tter  afford 
to  pay  tax  than  one  earning  ;^200,  and  this  point 
becomes  more  and  more  apparent  as  one  rises  in 
the  scale— certainly,  at  any  rate,  till  an  amount  is 
reached  far  above  any  normal  living  requirement, 
when  the  question  of  "  affording  "  disappears,  and 
the  only  point  is  how  many  hundreds  or  thousands 
a  man  can  save,  and  whether  10,000  of  income 
should  pay  the  same/w  rata  tax  as  ;^ioo,ooo. 

If  it  may  be  assumed,  as  I  suppose  it  may,  that 
a  tax  should  fall  as  fairly  as  possible  on  all,  the 
justice  of  the  super  tax  is  scarcely  deniable. 
The  Committee,  we  see,  consider  it  practicable, 
and  they  suggest  a  super  tax  on  all  incomes  of 
;^5,ooo  and  upwards,  based  on  a  personal  declara- 
tion of  income.  They  point  out  that  700,000 
persons  now  make  a  full  statement  of  their  income 
from  all  sources,  but  that  this  is  done  to  obtain  an 
advantage  (abatement),  and  that  it  by  no  means 
follows  that  returns  will  be  obtained  with  the  same 
facility  when  they  are  required  for  the  purpose  of 
compelling  payme&t  of  further  tax. 

In  the  report  as  originally  drawn  it  was  sug- 
gested that  there  would  be  far  more  evasion  under 
this  system,  and  that  the  evasion  would  extend, 
not  only  to  the  new  tax,  but  also  to  the  old,  so 
far  as  collected  on  returns. 

Amending  (by  11  votes  to  5)  their  original 


Under  these  circumstances  it  is  somewhat 
difficult  to  understand  what  can  have  been  in  mind 
when  it  was  originally  suggested  that  graduation 
could  be  effected  by  a  "  corresponding  reduction  in 
the  rate  of  tax." 

The  Committee  state  that  they  start  from  the 
hypothesis  that  (each  penny  of)  the  tax  is  to  yield 
as  much  as  at  present.  Whatever  may  be  one's 
own  view  upon  that  point,  it  is  apparently  useless 
to  deal  with  the  matter  on  any  other  basis. 

Obviously,  then,  the  further  graduation  involves 
a  higher  rate  of  tax  in  the  first  place.  The  Com- 
mittee recommended  that  the  present  system  be 
extended  to  incomes  of  ;^i,ooo,  or  even  more,  and 
they  only  stop  there  because  of  the  fear  of  amounts 
collected,  and  which  will  ultimately  have  to  be 
repaid,  becoming  so  large  as  to  cause  incon- 
venience to  trade  and  commerce  and  individual 
taxpayers.  Sir  Felix  Schuster  thought  it  would, 
but  Mr.  Algernon  Mills  (Glyn,  Mills  &  Co.) 
differed. 

For  the  sake  of  argument  we  may  suggest  a 
scheme,  say — 

lacome  DOt  exceeding  /400  abated  £yKt  and  pays  on  £100 

II  ,1  600       „  2DO  {400 

.1  ■>  800     ,,        150         „  650 

,.  M         i.ooo     „       ICO         „  900 

I  have  purposely  made  fairly  large  divisions,  as 

I  hold  that  the  present  system  of  allowing  (at  the 

present  rate)  los.  for  the  difference  between  an 

income  of  £\oo  and  ;^5oo  is  trifling. 

I  do  not  see  any  material  gain  by  extending  the 
abatements  on  the  lines  indicated ;  and  the  only 
other  method  would  appear  to  be  exemption  up  to 
a  much  higher  limit,  which  would  cut  out  the  great 
bulk  of  the  taxpayers.  I  cannot  help  thinking 
that  at  present  to  a  man  with  ^700  per  annum  the 
los.  is  not  appreciated  so  much  for  itself  as 
from  the  fact  that  it  is  regarded  as  obtained  out  of 
the  relentless  maw  of  the  income-tax  collector,  and 
this  would  be  emphasised  if  we  came,  as  I  suggest, 
to  repay  on  j^ioo  to  a  man  with  ;^i,ooo. 

It  seems  to  me,  therefore,  that  though  there  does 
not  appear  to  be  much  gained  by  extending  the 
limit  of  abatement,  a  readjustment  in  detail  afford- 


suggestion,  which  was  distinctly  opposed  to  the 
super  tax  on  the  ground  of  difficulty  in  obtaining 
the  return  (it  was  suggested  that  returns  would  be 
required  from  zoo,ooo  i»ople  in  order  to  reach  the 
12,000  who,  it  is  estimated,  had  ;^5,ooo  per  annum 
or  upwards),  the  Committee  think  this  difficulty 
exaggerated,  and  that  public  penalties  for  evasion 
would  soon  bring  things  into  line. 

There  is  not 'the  least  doubt  that  the  proposal 
would  meet  with  strenuous  opposition,  but  the 
justice  of  it  is  apparent,  and  when  once  in  op»a- 
tion  things  would  settle  down,  as  was  the  case 
when  the  Finance  Actri894,  was  passed.^  iC 
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(4)  DiferentiatioH. 
This  is  one  of  the  thorniest  problems  which  is 
likely  to  arise.  In  broad  principle  probably  most 
people  will  acknowledge  that  (subject  to  allowance 
for  small  incomes)  anyone  having  an  unearned  " 
income  should  pay  more  proportionately  than  one 
who  "  earns "  his  income  by  the  (greater  or  less) 
sweat  of  his  brow.  The  Committee  have  adopted 
the  expression  "earned"  and  "tmeamed"  in 
preference  to  "permanent "  and  *'  precarious," 
*'  industrial "  and  "  spontaneous,"  or  "  investment " 
and  "  personal  effort." 

The  difficulty  of  a  logical  definition  of  the  diifer- 
ence  is  thought  to  be  got  over  by  suggesting  that 
the  profits  of  private  traders  and  companies  may  be 
considered  as  "  earned,"  and  those  of  public  com- 
panies as  "  mieamed  "  ;  and  as  it  is  suggested  that 
the  larger  the  business  the  more  it  partakes  of  the 
nature  of  "  unearned"  income,  it  is  proposed  that 
differentiation  should  only  be  allowed  where  the 
profits  do  not  exceed  ;^3,ooo,  and  that  a  lower  rate 
than  the  normal  or  foundation  rate  should  be 
charged. 

One  difficulty  which  occurs  to  me  here  is  as  to 
what  rate  of  tax  should  be  deducted  on  interest 
paid — presumably  the  higher  rate,  and  the  trader  to 
account  for  the  difference. 

Again,  what  is  a  "  private "  company  ?  If  I 
have  ;^5oo  invested  in  a  company  with  only  a  few 
shareholders,  will  the  dividend  on  it  be  taxed  as 
"  earned  "  ? 

Also,  to  secure  full  justice,  every  business  would 
require  to  be  considered  on  its  merits  in  order  to 
say  whether  (or  to  what  extent)  the  profit  was  really 
earned.  One  man  may  have  to  put  in  full  pem>nal 
time  to  receive  his  profit,  whereas  another  busine^ 
yielding  the  same  profit  may  not  need  any  special 
personal  attention.  Indeed,  to  use  the  words  of 
Mr.  Lowe,  which  were  supported  by  Mr.  Gladstone 
and  Sir  Wm.  Harcourt,  "  If  the  State  undertook 
**  to  ask  only  an  actually  just  equality  of  sacrifice 
"  it  would  '  be  compelled  to  yield  to  ever-increasing 
"  *  demands  for  fresh  sub-divisions,  until  at  last 
"  *  every  man's  case  has  to  be  considered  apart.'  " 


Another  point  is  that,  difficult  as  is  now  the 
question  of  Depreciation,  &c.,  it  would  be  infinitely 
more  so  if  on  it  depended  the  question  whether  the 
trader  was  to  pay  an  additional  tax  on  all  kts  inconu. 

The  Committee  (apparently)  favour  this  system 
of  graduation  and  differentiation  somewhat  strongly 
on  the  ground  that  it  would  be  easy  to  effect  a 
substantial  increase  in  the  highest  rate  of  tax  with- 
out equally  increasing  the  rate  on  earned  income 
not  exceeding  £^fioo  per  annum. 

For  the  reason  stated,  however,  the  question  of 
differentiation  seems  to  me  to  be  so  complicated 
that  I  doubt  whether  it  can  be  introduced  without 
raising  inequalities  as  great  as  exist  at  present. 

(5)  Compulsory  Personal  Declaration  of  Total 
Net  Income. 

The  Committee  recommended  a  personal  declar- 
ation of  all  income,  but  it  is  not  clear  whether  this 
refers  only  to  those  eaUed  upon  (par.  24)  or  to  all 
(par.  30  (5)  ). 

If  the  latter  is  meant  it  would  simply  cause 
trouble  and  annoyance  to  hundreds  of  thousands  of 
people  with  very  little  corresponding  benefit.  The 
former  would  naturally  be  necessary  to  carry  out 
the  scheme  for  the  super  tax. 

The  Bearing  of  the  Death  Duties  on  CraduatioH 
and  Differentiation 

It  is  pointed  out  that  the  death  duties  have 
always  been  regarded  as  deferred  income-tax,  and 
evidence  was  adduced  that  the  death  duties  were 
equivalent  to  an  income-tax  of  6d.  in  the  £  on 
estates  of  j^40  to  ^400  per  annum,  rising  to  is.  on 
£^,000  to  ;^6,ooo,  and  is.  3^d.  on  ;^40,ooo  and 
upwards. 

The  original  report  suggested  that  the  death 
duties  appeared  to  afford  the  simplest  and  most 
practical  means  of  achieving  graduation  and 
differentiation,  but  this  was  rejected  (apparently 
without  dividing  the  Committee). 

On  the  whole,  the  report  is  not  of  a  very 
illuminating  character,  and  any  Bill  introduced 
with  the  object  of  l^at^m^  JiQ^(|e^f^  upon 
the  statute  book  will  require  the  closestfecrutiny. 
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Meeftl^  notes. 


The  Lon^  It  is  satisfactory  to  learn  that  the  Lord 
tmmiod.  Chancellor  has  announced  his  intention 
of  causing  an  Order  in  Council  to  be  prepared  which  will 
have  the  effect  of  making  the  Long  Vacation  begin 
on  the  ist  August,  and  to  terminate  on  the  lath  October 
in  tiie  future.  This  change,  which  there  is  every  reason 
to  expect  will  come  into  operation  next  year,  is  in 
accordance  with  a  resolution  passed  at  the  recent 
annual  meeting  of  the  Bar.  It  difiiars.  however,  from 
the  resolution  unanimously  passed  at  the  recent  Con- 
ference of  the  Law  Society  at  Manchester,  in  that  the 
actual  length  of  the  Long  Vacation  Is  in  no  way  altered. 
Solicitors  were  in  favour  of  its  being  reduced  to  two 
months  from  the  isi  August.  The  more  essential  point 
is,  however,  now  apparently  to  be  conceded,  namely, 
that  inasmuch  as  practically  the  whole  of  the  business 
world  commences  its  vacation  with  the  beginning  of 
August,  it  is  extremely  inconvenient  to  litigants  and 
witnesses  that  the  Courts  should  sit  for  a  further 
twelve  days. 


0tl«-]lut 
C«mpuilu. 


The  current  issue  of  the  Law  Journal 
has  a  good  word  to  say  for  one-man 
companies,  which,  it  is  pointed  out,  provide  a  very 
effective  means  of  arrangement  between  debtor  and 
creditors  where  the  former  is  insolvent  but  is  possessed 
of  a  profitable  business.  So  far  as  our  experience  goes, 
we  do  not  tldnk  that  it  is  often  that  creditors  are 
content  to  accept  fully-paid  shares  in  a  one-man  com- 
pany in  satisfaction  of  their  respective  claims;  but 
cases  are  by  no  means  uncommon  in  which  they  have 
accepted  debentures  payable  over  a  very  extended 
period,  and  certainly  such  debentures  afi<»:d  as  good  a 
security  as  that  ordinarily  obtainable  under  a  composi- 
tion. The  trouble  with  debentures  is,  of  course,  that 
lutnre  creditors  will  come  off  badly  if  the  business  does 
not  continue  to  pay  after  being  turned  into  a  limited 
company  and  subjected  to  the  additional  charges  tliat 
usually  obtain  under  such  circumstances. 


iDsemsta  1°  reply  to  a  question  aslced  in  the 
MdSMMay.   House  of  Commons  last  week,  tbe 

Chancellor  of  the  Exchequer  stated  that  the  Board  of 
Inland  Revenue  did  not  consider  that  any  use  made  of 
Income-tax  returns  within  its  own  department,  and  for 
its  own  official  use,  constituted  a  disclosure  of  such 
returns  within  the  meaning  of  the  provisions  of  the  law 
relating  to  secrecy  in  income-tax  matters.   He  added. 


however,  that  care  was  taken  that  only  responsible 
ofBcers  should  have  cognisance  of  such  matters.  .  Any 
request  for  information  coming  from  another  depart- 
ment would  only  be  considered  in  the  event  of  its  being 
prefierred  through  him,  and  that  up  to  the  present  he 
had  not  had  occasion  to  consider  in  what  circumstances 
(if  any)  such  a  request  would  be  complied  with. 

Tiw  OoloBlal  It  is  announced  that  South  Australia 
steok  Aec  uoo.  3J  per  cent  Inscribed  Stock  (1986-1936) 
has  been  placed  among  the  trust  investments  autho- 
rised by  the  Trustee  Act,  1893,  subject  to  the  restric- 
tions contained  in  Section  a  (3)  of  that  Act.  This  is  no 
doubt  a  good  thing  horn  the  point  of  view  of  tbe  Stock 
in  question,  but  under  existing  conditions  there  would 
appear  to  be  no  very  pressing  necessity  to  extend  the 
area  of  investments  at  present  open  to  trustees. 


Form  In  loeeuits. 


In  reply  to  our  correspondent  "  Incor- 
porated Accountant,"  whose  letter 
under  the  above  heading  appeared  in  these  columns 
last  week,  we  think  that  the  usual  practice  is  to  debit 
the  Appropriation  Account  with  tbe  gross  amount  ot 
all  dividends  declared,  whether  or  not  such  dividends 
are  paid  subject  to  deduction  of  income-tax,  income- 
tax,  where  deducted,  being  debited  to  the  Dividend 
Acconnt 


Dapartmental  '^^^  question  asked  by  our  correspon- 
;AoMuita.  dent  "  Departmental "  last  week  is  one 
that  cannot  be  very  helpfully  dealt  with  in  the  space 
now  at  our  disposal.  We  propose,  however,  to  devote 
a  short  article  to  it  at  an  early  date  as  the  problem  is 
one  wbich  appears  to  be  not  very  generally  understood, 
doubtless  owing  in  part  to  the  fact  that  it  lies  a  little 
outside  the  scope  of  an  accountant's  ordinary  duties. 
As  a  purely  academical  question  it  would,  of  course, 
be  quite  easy  of  solution.  The  difficulty,  however,  lies 
in  the  fact  that  accounts  do  not  exist  for  their 
own  sake,  but  as  a  help  in  practical  business ;  and  in 
connection  with  Departmental  Accounts,  if  one  is  too 
theoretical,  it  is  quite  easy  to  make  them  the  very 
reverab  of  helpful. 

BMnt  "^^^  Prevention  of  Corruption  Act, 
CommiufoBi.  which  takes  effect  as  from  the 
ist  prox.,  gives  a  special  importance  to  the  query 
of  our  correspondent  '*  Z.  A."  wliich  we  reproduced 
last  week.  The  question  as  to  what  is,  and 
what  is  not,  a  corrupt  xepeipt  pr  ^payment^  within 
the  meaning  of  that  Act  is  one  which  has,  ofcourse, 
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yet  to  be  determined ;  but  there  can,  we  think, 
be  little  doubt  that  payments  which  are  per  se  an 
infringement  of  the  provisions  of  that  Act  are  payments 
uUva  vires  a  company,  and,  as  such,  payments  which — 
after  the  close  of  the  present  year,  at  all  events — cannot 
be  passed  by  an  auditor  as  being  proper  payments  to 
be  made  ont  of  either  the  capital  or  revenue  moneys  of 
a  company.  The  best  method  of  dealing  with  such 
payments  would,  we  consider,  .be  through  the  medium 
of  the  auditor's  report,  which,  our  readers  will  be 
aware,  we  have  always  held  should  be  a  document  quite 
distinct  from  the  certificate  appended  to  the  foot  of 
the  Balance  Sheet. 


nuirjm  afalBit  issue  of  the  ist  inst.  a  corre- 

■•Mm  rood,  spondent,  signing  himself  "  Auditor," 
raiEted  a  question  as  to  the  power  of  directors  to  debit 
charges  directly  to  Reserve  Fund,  instead  of  chai^ng 
them  to  Profit  and  Loss  Account  in  the  usual  way. 
The  question  cannot,  of  course,  be  answered  in  any 
concrete  case,  save  after  reference  to  the  company's 
articles  of  association ;  but,  whatever  the  actual  duty 
of  the  auditor  may  be  in  the  matter,  our  own  view  has 
always  been  that  the  auditor's  report  should  be  some- 
thing more  than  an  empty  formality.  It  should 
be  a  short  and  clearly  worded  statement  as  to  the 
position  and  progress  of  the  undertaking.  If  this 
practice  be  consistently  adopted,  there  can  obviously 
be  no  difficulty  in  continuing  the  practice  of  previous 
years ;  and  thus,  without  undue  emphasis,  drawing  the 
attention  of  the  shareholders  to  the  ^t  that  the 
directors,  presumably  in  pursuance  of  a  power  conferred 
upon  them  by  the  articles,  have  applied  part  of  the 
Reserve  Fund  in  the  manner  indicated. 


debenture-holders,  who  as  a  matter  of  fact  have  really 
nothing  to  complain  of  in  this  instance,  having  agreed 
to  take  as  security  for  their  advances  a  floating  charge, 
which  left  the  directors  of  the  company  with  full  powers 

of  conversion. 


fUwUBtfOhutfM  ^®  think  that  our  correspondent 
•Bd  iqvitabi«  '*  R.  A.,"  whose  letter  appeared  last 
■wtMM.  week,  exaggerates  the  importance  of 
the  decision  in  Re  Standard  Rotary  Machine  Company, 
Lim.,  which  although  interesting  in  itself,  raised  no  new 
point.  It  merely  afiirmed  a  principle  already  laid 
down,  that  a  specific  mortgage  comes  in  front  of  a 
floating  charge,  even  if  created  later — provided,  of 
course,  that  both  are  valid  in  themselves.  Our  corre- 
spondrat  seems  to  think  that  this  is  an  injustice  to 
debenture-holders,  and  the  law  should  be  altered  to 
grant  them  more  protection.  Our  own  view  is,  how- 
ever, that  any  alteration  that  is  likely  to  be  eifected  in 
connection  with  debentures  will  have  the  eflect  of 
restricting,  rather  than   enhancing,  the   rights  of 


BsMBionUp    ^he  letter  signed  "T.  H.  J.,"  which 
Aeooaati.      appeared    in    our  Correspondeace 

column  last  week,  asks  a  somewhat  elementary  ques- 
tion ;  but  as  the  point — in  spite  of  its  simplicity — is  one 
upon  which  there  appears  to  be  a  good  deal  of  mis- 
understanding, it  is,  perhaps,  worth  dealing  with  at  some 
length.  Estate  duty  is,  speaking  in  non-legal  language, 
payable  on  all  property  of  a  deceased  person  accord- 
ing  to  its  value  on  the  date  of  death.  If  that  property 
includes  quoted  stocks  or  shares,  the  Board  of  Inland 
Revenue  base  the  valuation  of  these  assets  for  estate 
duty  purposes  on  the  quotation.  Unless  the  contrary 
be  stated,  all  market  quotations  are  mm-  that  is 
to  say,  the  purchaser  at  that  price  acquires  the  beneBt 
of  all  dividends  not  actually  paid  on  the  date  of  sale. 
If,  therefore,  shares  have  been  valued  for  estate  duty 
purposes  at  a  cum.  div.  quotation,  the  effect  of  including 
in  the  account  a  dividend  unpaid  at  death  would  be  to 
pay  estate  duty  on  that  dividend  twice  over.  Where 
the  valuation  for  estate  duty  purposes  is  based  on  a 
market  quotation,  unless  that  quotation  be  ex  div.^  all 
accruing  dividends  must  be  ignored. 


inooiM  tax.  ud  regard  to  the  point  raised  by  our 

Llfk  iBwraaea  correspondent  "  Enquirer  "  in  our  issue 
iMnoUMs.  of  the  ist  iost.,  it  is  a  somewhat 
unprofitable  task  to  laboriously  consider  what  is  the  true 
effect  of  any  section  of  the  Income  Tax  Acts,  as  in 
practice  the  law  is  administered  according  to  the  views 
and  interpretations  of  the  Board  of  Inland  Revenue. 
Apart  from  that,  however,  we  think  that  the  plain 
effect  of  Section  54  is  that  the  right  of  a  person  assessed 
to  claim  deduction  in  respect  of  life  insurance 
premiums  shall  not  operate  so  as  to  entitle  him  to  a 
larger  abatement  than  he  would  have  been  entiUed  to 
had  he  not  effected  an  insurance  on  his  life.  The 
wording  of  the  section  is  quite  consistent  with  this 
interpretation — which  is,  of  coorBe,the  one  that  has 
always  been  put  upon  it  by  income-tax  officials. 


■bmMhftidcn  ud  We  consider  that  we  are  as  keen  as  it 
tb«lr  Aodlton—    .  .  , 

rroftMlMwi     ^  practicable  for  anyone  to  be  upon 
Kitunt.      questions  of  professional  etiquette,  but 

we  do  not  think  that  in  the  long  run  much  is  gained  by 
confusing  regulations  that  are  capable  of  be^  enforced 
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with  questions  of  etiquette  or  couductthat  most  be  left 
to  the  good  faith  of  those  immediately  concerned.  We 
have  always  expressed  the  view  that  when  the  auditor 
of  a  ccHnpony  is  not  re-elected,  solely  because  in  the 
due  discharge  of  his  duties  he  has  found  it  necessary  to 
disagree  with  the  views  of  the  board,  it  ought  to  be 
difBcuIt  for  that  company  to  find  any  accountant 
who  will  accept  the  post;  bat  with  regard  to  the 
question  raised  by  Mr.  Williams,  we  may  point  out  that 
when  one  comes  to  talk  about  fees  one  must  of 
necessity  stand  upon  a  less  exalted  plane.  It  is  quite 
conceivable  that  a  company,  or  the  directors  of  a  com- 
pany, may  come  to  the  conclusion  in  all  good  faith  that 
they  are  paying  too  large  an  audit  fee.  It  is  not  a  very 
common  experience,  but  it  is  at  all  events  conceivable, 
and  in  such  cases,  if  the  existing  auditor  declines  to 
reduce  bis  fee,  we  must  admit  that  we  do  not  altogether 
see  why  the  remainder  of  the  profesdon  should  be 
expected  to  boycott  that  company.  The  question  here, 
it  seems  to  us,  is  not  ooe  of  principle,  but  one  of  degree, 
and  we  may  add  that  (so  far  as  we  are  aware)  there  is 
no  rule  of  the  Institute  dealing  with  it  one  way  or  the 
other. 


"Aftw-Acqiilnd**  1°  deciding  the  case  of  The  Official 
Receiver  v.  Cooke,  Mr.  Justice  Neville 
expressed  the  hope  that  at  no  distant  date  the  point 
with  regard  to  real  property,  which  is  excluded  from  the 
general  rule  with  regard  to  transactions  by  a  bankrupt 
after  his  bankruptcy,  might  come  before  the  Court  of 
Appeal  in  order  that  it  might  be  put  on  a  more  satis- 
factory footing.  Our  readers  will  doubtless  remember 
that,  until  the  trustee  intervenes,  all  transactions  by  a 
bankrupt  after  his  bankruptcy  with  any  person  dealing 
with  him  bond  fide  and  for  value  in  respect  of  his  after- 
acquired  property,  whether  with  or  without  knowledge 
of  the  bankruptcy,  are  valid  against  the  trustee.  To 
this,  as  we  have  said,  an  exception  is  made  in  the  case 
of  real  property,  and  as  a  result  a  bankrupt  may  acquire 
land  or  sell  it,  or  raise  money  on  it,  without  giving  any 
title  to  the  purchaser  or  the  mortgagee,  from  whom,  of 
course,  the  land  can  be  claimed  by  the  trustee  for  the 
benefit  of  the  bankrupt's  creditors  on  his  finding  out 
the  &cts. 


SeUeiters  aad    ^*         ^'^'^  some  hesitation  that  we 
Um  iBtaniti  of   inserted  the  letter  which  appeared  in 
Ailr  CI  tan  u.         {ast  issue  under  the  above  beading, 
for  we  cannot  but  feel  that,  however  good  grounds 
there  may  be  for  complaint  in  individual  cases,  experi- 


ences of  this  description  stated  in  general  terms  are 
apt  to  engender  an  unnecessary  and  particularly 
undesirable  amount  of  bad  feeling  between  the  legal 
and  the  accountancy  professions.  For  our  own  part, 
we  do  not  think  it  at  all  surprising  that  solicitors,  when 
they  are  called  upon  to  accept  responsibility,  should 
prefer  to  employ  firms  of  accountants  with  whom  they 
are  acquainted,  &nd  per  contra  we  think  that  accountants 
similarly  placed  are  entirely  justified  in  employing 
solicitors  upon  whom  they  personally  feel  that  they  can 
rely.  It  is,  we  think,  easily  possible  to  over-do  the 
doctrine  of  vested  interests,  and  a  death  or  other  event 
effecting  a  change  of  ownership  may,  we  consider,  well 
be  expected  to  atford  an  opportunity  for  reccmsidering 
existing  conditions.  At  the  same  time,  we  do  not 
think  that  anyone  can  reasonably  expect  to  change 
either  his  solicitor  or  bis  accountant  without  first 
paying  what  he  may  owe  for  legal  or  accountancy 
services,  as  the  case  may  be.  We  may  differ  from  our 
correspondents  as  to  tbeir  groond  for  complaint  at 
being  superseded,  but  we  quite  agree  that,  having  been 
superseded,  they  are  reasonably  entitled  to  ask  for  an 
immediate  payment  of  whatever  may  be  dne  to  them. 
At  the  same  time  we  may  add  that  in  the  long  run  it 
seldom  pays  to  be  vindictive 


,   . .  .       In  these  days  it  seems  strange  to  read 
iDdnitrlal 

VutaM*  on  Looal  of  a  case  where  a  well-known  industrial 
company  is  reported  to  have  lent  an 

Urban  District  Council  the  sum  of  ^20,000  for  a 
period  of  thirty  years  at  the  very  cheap  rate  of 
3  per  cent.  There  are,  no  doubt,  many  circumstances 
connected  with  the  transaction  which  are  mutually 
advantageous  to  both  parties,  but  the  Incident  in 
itself  may  perhaps  remove  from  the  minds  ot  the  nltra- 
municipalists  some  of  the  unreasonable  bitterness 
which  they  exhibit  towards  limited  liability  ccmcems. 


The  Groulatf  «t  ^  bank  manager  writes  to  The  Financial 
GhtqiiM.     Ntjffs  to  point  out  that  the  difficulty 

which  has  always  arisen  with  regard  to  the  question  as 
to  what  constitutes  a  qtecial  crossing  was  illustrated 
recently  in  Scotland  where  a  cheque  crossed  "  account 
payee  only  "  was  negotiated  and  paid  into  the  account 
of  a  firm  other  than  the  payee,  and  the  proceeds  paid 
by  the  negotiating  bank  to  the  transferee's  account. 
When  the  attention  of  the  paying  bank  was  called  to 
the  matter,  it  is  said  that  they  argued  that  the  words 
"  account  payee  only  "  or  "  not  transferable  "  were  not 
a  compliance  with  the  BiUs  of  ExehAnge  Abtc^ihHhat 
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no  other  words  save  "  not  negotiable  "  constitated  a 
special  crossing,  all  this  Dotwitbstanding  the  fact,  of 
course,  that  the  crossing  "accoont  payee  only"  has 
been  in^general  use  for  many  years  past.  Our  con- 
temporary's correspondent  says  that  as  the  matter  now 
stands  the  words  "  account  payee  only  "  are  merely  the 
directions  to  the  receiving  bank  as  to  how  the  money 
is  to  be  dealt  with  after  receipt.  This  is  the  utmost 
significance  which  they  bear  in  the  present  state  of 
the  law. 


k  uttta  ttody  At  the  Guildhall  recently  a  director  of 
In  Ilaoranoe.  ^  certain  limited  liability  company  was 
summoned  for  failing  to  forward  the  list  of  members 
and  summary  for  1903,  and  also  in  respect  of  1905. 
The  defendant  actually  stated  in  the  box  that  be  did 
not  know  that  the  holding  of  an  annual  general  meet- 
ing was  obligatory,  although  he  was  aware  it  was  a 
custom ;  he  also  stated  that  he  was  a  member  of  the 
Stock  Exchange!  This  case  might  well  engage  the 
attention  of  the  Institute  of  Directors. 


_  In  the  House  of  Commons  last  week 

Ths  Hmim  of 

OommoBsaBd  Jowett  a&ked  the  President  of 

itaBisiyai  the  Board  of  Trade  whether  he  had 
observed  that  there  was  not  one 
muoicipal  trading  concern  among  the  8,593  cases  of 
bankruptcy  reported  by  the  Inspector-General  In 
Bankruptcy  during  the  year  1905,  and  whether,  in  view 
of  that  and  other  conditions  connected  with  the  system 
of  municipal  trading,  he  would  consider  the  question  of 
the  promotion  of  a  Bill  empoweriag  municipalities  to 
undertake  the  control  of  all  such  industries  as  a  poll  of 
the  ratepayers  might  decide  upon.  Mr.  Lloyd-George 
in  reply  was  understood  to  say  that  bankruptcy  pro- 
ceedings did  not  apply  in  the  case  of  municipal  trading 
concerns,  and  their  entire  absence  from  the  statistics 
of  bankruptcy  was,  therefore,  no  indication  of  their 
prosperity  or  otherwise.  We  should  have  thought  that 
this  fact  would  have  been  pretty  obvious  to  any  person 
with  any  budness  experience.  Mr.  Jowett,  however, 
may  desire  to  go  down  to  posterity  as  a  humorist. 


A  Delwntare- 
hoMw  who  wi 
Innojwl. 


The  following  amusing  letter  has 
been  addressed  to  the  editor  of  Thi 

Financial  News : — 
"Sir, — Yesterday  I  received  from  Guinness  &  Co., 
Lim.,  of  which  I  am  a  debeoture-holder,  a  notification 
that  the  company  required  me  to  forward,  by  post,  to  its 
bankers  my  certificate  of  debenture  stock,  stating  also 
that,  if  received  by  Decemlwr  21,  a  cheque  will  be 


posted  on  the  31st  inst.   '  If  rec^ved  after  December 

21,  a  cheque  will  be  sent  as  soon  as  possible.' 

"  What  I  want  to  ask  you  is  this  :  Is  it  ^r  to  hold  out 
this  threat,  and,  secondly,  is  it  in  accordance  with 
ordinary  business  practice  to  demand  that  one  shall  part 
with  the  evidence  of  one's  security— t.e.,  the  written 
document— before  the  money  thereby  secured  be  paid  ? 
Would  any  mortgagee  so  consent  to  part  with  his 
mortg^e  tiefore  the  Imrrower  had  paid  ?  In  my  legal 
experience  I  have  not  so  found  it ;  nor  would  I  or  any 
counsel  advise  such  a  course.  Surely,  the  debenture 
security  is  a  mortgage,  or  a  very  analogous  one ! 

"  If  you,  sir,  will  give  publicity  to  this  letter,  I  think 
some  useful  correspondence  on  the  matter  might  result, 
as  it  is  a  matter  of  public  interest ;  because  companies 
first  obtain  money  from  the  public,  and  then  elect  to  do 
as  they  choose.  The  subscriber  parts  with  bis  money, 
and  then  the  directors  use  it  almost  as  they  wish.  In 
any  case,  the  shareholder  loses  all  control  of  his  funds, 
and,  in  the  case  of  a  company  such  as  Guinness,  so  soon 
as  it  is  in  a  flouri^ing  condition  it  reduces  the  interest 
on  its  debentures,  or  pays  them  off  with  scant  courtesy. 

"  It  seems  to  me  that  investing  in  a  company  is  like 
playing  at '  heads  I  win  and  tails  you  lose.* 

"  I  beg  to  remain,  yours  futhfully, 

*'  DBBBHTtlRE-HOLDBK." 

We  fail  to  see  any  threat  in  the  first  paragraph; 
the  time  limit  seems  to  have  been  fized  for  the  purpose 
of  preparing  the  cheques,  and  it  is  therefore  merely 
a  matter  of  clerical  convenience ;  in  the  second  place 
it  is  not  usual  "to  part  wdtb  the  evidence  of  one's 
security,"  but  as  the  ideal  method  of  personally 
exchanging  would  probably  be  objected  to  by  the 
debenture-holder,  this  is  the  least  that  the  company 
can  do.  The  statemeut  with  regard  to  public  companies 
is,  of  course,  mere  idle  twaddle.  When  debentures  are 
subscribed  for  the  terms  of  their  issue  are,  of  course, 
well-known,  or  should  be  so,  therefore  their  repayment 
is  merely  a  question  of  previous  contract,  or  the  exercis- 
ing of  an  option  which  the  company  took  in  the  original 
instance.  With  regard  to  the  reduction  of  interest,  this 
is  again  a  question  of  contract,  and  if  the  debenture- 
holder  does  not  like  it,  he  can  place  his  money  elsewhere. 
The  main  feature  of  the  letterseems  to  beagrowl  to  the 
effect  that  having  once  Invested  in  Guinness'  deben- 
tures one  ought  not  to  be  called  upon  to  surrender  them 
for  the  payment  of  principal  and  interest  to  date ;  but 
since  our  contemporary's  correspondent  dra^  in  his 
legal  experience,  what  does  be  think  about  the  docrtrine 
of  no  clog  on  the  equity  of  redemption  ? 
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ttMk  ■wffhiint  Referring  to  the  letter  over  the  signa- 
tore  of  DubioDS,"  which  appeared  hi 
the  issue  of  this  journal  dated  the  ist  iost.,  it  may  be 
pointed  oot  that  where  a  Slock  Exchange  deftiulter 
banded  over  to  the  official  ass^ee  certain  of  his 
private  assets  it  was  held  that  tbis  amounted  to  a 
eessio  bonorum,  and  constitnted  an  act  of  bankruptcy. 
We  cannot  find  at  tbe  moment  any  distinct  case 
where  the  mere  hammmttg  of  tbe  defaulter  bas  been 
held  to  be  an  act  of  bankruptcy,  bat  the  regulations 
regarding  acts  of  bankruptcy  are  so  wide  that  there 
does  not  seem  to  be  much  difficulty  io  Including  tbis 
among  them.  Of  course,  tbe  reason  why  so  few  cases 
arise  is  because  where  creditors  outside  the  Stock 
Exchange  are  not  prejudiced  they  have  no  need  to 
inquire  as  to  their  rights  and  remedies.  For  various 
cases  and  interesting  particulars  regarding  this  point, 
we  might  refer  our  correspondent  to  **  Wace  on  Bank- 
ruptcy," 1904  edition,  p.  30. 

Tiw  incooQ*  Tax  Oar  weekly  contemporary  Commercial 
BtporL  Intelligtnce,  in  critidsbag  the  report 
of  tbe  Select  Committee,  mentions  one  good  point 
that  might  well  receive  some  consideration.  It  is  to 
tbe  effect  that  income-tax  might  be  levied  on  all  voters, 
even  if  it  were  but  the  slightest  impwt  on  small 
incomes ;  it  Is  well  said  that  muiy  vote  the  distribution 
of  sums  wbtcb  they  do  not  help  to  raise. 


Current  Xaw. 


Bankruptcies  and  Insolvencies, 
In  rt  HaU  ;  Ex  parU  Official  Receiver.  K.B.  Div. 
Held,  that  when  a  County  Court  Judge,  in  the 
exercise  of  bis  discretion,  bas  stated  what,  in  bis 
opinion,  a  trnstes  ought  to  do  as  an  officer  of  tbe  Court, 
the  Divisional  Court  will  not  lightly  interfere.  (Tbe 
full  report  of  this  case  should  be  studied.)— (rimfs, 
Dec.  e.) 


Corresponbence  anD  Bnquirie^. 

All  comfflunlcatioas  to  the  Editor  ahonld  be 
by  lottor  oaly. 

Qoodwlll  In  Accounts. 
[We  must  apologise  for  the  mistake  that  appeared 
in  our  Correspondence  column  on  p.  635.  The  case 
cited  by  Mr.  D.  W.  Sinclair  is  quite  correctly  treated 
in  Dicksee's  "Goodwill"  (pp.  loa-ixo),  but  a  more 


careful  study  of  the  two  problems  shows  that  they  are 
not  "  analogous."  In  tbe  one  case  the  value  set  upon 
the  Goodwill  is  determined  by  the  price  asked  for  a 
fixed  share  thereof ;  in  the  other  case  it  is  clearly  stated 
to  be  ^800— a  figure  that  cannot  be  subsequently 
altered  at  pleasure  as  the  number  of  partners  is 
increased. — Ed.  Acct.^ 

{Te  tJU  Editor  of  The  AetMmiMMl.) 
Sir, — I  have  been  much  interested  to  note  that 

several  other  of  your  correspondents  are,  like  myself, 
piujcled  At  tbe  solution  by  Mr.  Sinclair  of  the  examlna* 
tion  question  cited  by  him. 

I  gather  from  his  letters  that  in  his  opinion  the 
examiner  intends  tbe  value  of  the  Goodwill  remaining 
with  A.  and  B.  i^Ctfr  C.  has  come  m  to  be  £400  each. 

I  confess  I  am  unable  to  read  this  interpretation 
into  tbe  question  as  stated.  If  Mr.  Sinclair  is  correct 
it  appears  to  be  very  loosely  worded.  In  practice  no 
such  vagueness  as  to  the  intentions  of  partners  would 
arise. 

It  would  be  very  interesting  to  hear  at  first  hand 
from  the  examiner  what  exactly  be  did  mean  by  the 
question,  and  what  proportion  of  marks  he  awarded 
the  candidates — possibly  many — who  "  missed  tbe 
whole  point "  and  gave  the  answer  in  the  form  given 
by  the  "  Students'  Telephone." 

Yours  faitbfnlly, 
December  8tk  1906.  GWENT. 


[To  Ihe  Editor  of  The  Accountant.) 

Sir, — Your  correspondent,  Mr.  D.  W.  Sinclair,  in 
your  issue  of  8th  December  makes  a  courageous  effort 
to  vanquish  his  critics,  but  fails  to  do  so  because  he 
ignores  the  facts  of  tbe  question  as  originally  propounded 
by  himself  on  p.  634  of  your  issue  of  24th  November. 
He  informs  us  there  that  A.  and  B.  paid  £8^000  in 
equal  proportions  for  tbe  business,  and  subsequently 
admitted  C.  into  partnership  on  the  terms  "  that  they 
"  first  added  to  tbe  price  p^d  ;£'Boo  for  goodwill,  and 
"  that  C.  brought  in  a  sum  in  cash  sufficient  to  make 
"  him  an  equal  partner."  Manifestly  what  is  meant  by 
the  '*  price  paid  "  Is  the  /8,ooo,  which,  it  seems  super- 
fluous to  point  out,  stands  for  the  whole  price  paid. 
Why,  then,  should  Mr.  Sinclair  assume  that  the  sum 
added  to  the  whole  price  paid  was  not  the  whole  value 
of  the  goodwill,  but  only  two-thirds  of  that  value  ?  If 
tbe  question,  Instead  of  mentioning  goodwill,  had  stated 
that  A.  and  B.  added  to  the  price  paid  ;^8oo  in  cash, 
would  Mr.  Sinclair  nev^el^^l^^^^[;g,aoo, 
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instead  of  £800,  to  the  sum  in  cash  brought  in  by  C. 
in  order  to  arrive  at  the  figure  to  be  set  against  the 
item  of  Cash  on  the  creditor  ^do  of  the  Balance  Sheet  ? 
Clearly  he  would  not  have  done  so.  According  to  what 
principle,  then,  should  he  treat  goodwill  differently 
from  cash  in  the  Balance  Sheet,  if  goodwill  be  some- 
thing that  is  real — viz.,  something  which  is  convertible 
into  cash  at  the  figure  at  which  it  is  valued  ? 

Mr.  Sinclair's  view  is  that  A.  and  B.  in  any  case 
^oald  receive  "more  as  their  proportion  of  the  asset  of 
goodwill  than  the  incoming  partner."  But  if  A.  and  H. 
can  claim  a  preference  in  respect  of  the  goodwill,  why 
cannot  they  also  claim  one  in  respect  of  the  other 
assets;  and  why,  above  all,  if  C.  alone  has  contributed 
cash,  should  not  he  receive  "more  as  his  proportion  of 
the  asset  of  cash"?  In  fact,  if  goodwill  be  properly 
valued,  it  is  impossible  to  treat  it  differently  from  any 
other  asset. 

Yours  faithfully, 
T.  KERR  ANDERSON,  LL.B. 
December  lotk  1906. 


{To  tie  Editor  of  The  Aeeountant.) 

Sir, — ^Tbe  extent  and  nature  of  the  correspondence 
on  the  above  matter  in  this  week's  issue  of  your  journal 
leads  me  to  ask  yon  for  your  clemency  in  again  ' 
trespassing  on  your  space  at  some  length.  | 

In  spite  of  its  apparent  egotism,  I  am  forced  to  make  | 
the  remark  that  without  exception  the  comments  of  ' 
the  five  subscribers  to  your  journal  only  exemplify  and 
give  force  to  the  remarks  of  Lord  Justice  Cotton  on  a 
case  upon  this  subject  a  few  years  t^o,  viz.,  *'  But, 
"  really,  goodwill  is  a  word  of  which  few  people  under- 
"  stand  the  meaning." 

I  will  deal  with  the  points  raised  seriatim. 

Mr.  J.  Kerr  Anderson. — This  gentleman,  while  pro- 
fessedly dealing  with  the  matter  from  the  point  of  view 
of  law  and  fact,  unfortunately  does  neither  the  one  nor 
the  other.  He  states  that  A.  and  B. "  valne  the  goodwill 
at  £%oo  " ;  they  do  not,  they  only  value  their  share  of  it 
at  that  sum,  otherwise  how  could  they,  iu  his  own 
words,  '*  demand  £4,^00  from  C.  for  the  privilege  of 
"  joining  the  business  as  partner  on  equal  terms  with 
"themselves"!  Would  a  person  be  stupid  enough  to 
pay  400  for  a  third-share  of  a  thing  worth  ^800?  Here, 
^ain,  he  makes  a  "  fallacious  assumption  "  by  saying 
that  A.  and  B.  contribute  "  ;f8,8oo  in  the  form  of  good- 
will  and  other  assets,"  what  they  do  contribute  is  ^9,200 
in  the  form  0/  goodwill  and  other  assets,  but  their  agreed 
proportion  of  that  is  only  £&,8oo ;  thus  A.  and  B.  acquire 


a  two  thirds  interest  in  ;f  9,200,  plus  £'i,ooo  in  cash, 
upon  payment  by  C,  leaving  ,^400  as  premium  paid  to 
them  for  his  share  of  goodwill— or,  in  other  words,  for 
beiag  allowed  to  entez  the  bunness  and  obtain  a  iaiger 
interest  on  his  capital  invested,  through  the  goodwill, 
than  be  would  do  elsewhere.  In  the  same  way  as  a 
person  buying  the  shares,  on  the  open  market,  of  a 
prosperous  company  has  to  pay  a  premium  for  them. 

Once  again,  this  gentleman  makes  another  mistake 
by  deliberately  mibquoting  my  remarks  and  saying  that 
[  state,  *'  A.  and  B.  obtain  nothing  by  this  arrange- 
ment"; what  I  do  say  is  that  A.  and  B.  "obtain 
"  nothing  as  their  share  of  the  amount  introduced  by 
"C.  in  respect  of  goodwill"— a  very  different  thing. 
Of  course,  each  partner  is  credited  with  the  extent  of 
bis  interest  in  the  assets— viz.,  bis  capital. 

But  what  I  wish  to  enforce  is  that,  legally— and  here 
I  meet  Mr.  Anderson  on  his  own  ground— A.  and 
B.  are  "justly  entitled  "  to  a  half  each  of  £400,  the 
amount  paid  by  C.  as  shown  above,  in  respect  of  a 
premium  for  entering  the  business.  Upon  this  pc^t 
(it  is  already  res  judicata)  I  would  refer  him  to  Reynolds 
V.  Bullock  (47  L.J.  Ch.  773)  and  Pawsey  v.  Armstrong 
(18  Cb.D.  69S),  in  which  it  was  stated  by  the  Vioe- 
Chancellor  that  it  is  now  settled  that  goodwill  is 
ordinarily  a  distinct  part  of  the  property  of  a  trading 
partnership. 

I  would  further  refer  him  to  Allan  upon  **  The  Lav 
of  Goodwill,"  in  which  he  states:  "Where  one  of  the 
"partners  on  paying  a  sum  of  money  has  been 
"admitted  to  the  budness,  this  sum  of  money  is 
**  usually  called  a  premium,  and  it  goes  not  to  the  capiial 
"  of  the  firm,  but  to  the  private  estate  of  the  person  to 
"  whom  it  is  paid"  so  that  he  cannot  argue  that,  "  ubi 
jus  incertum,  ibi  jus  nuUnm." 

With  regard  to  the  remarks  of  Mr.  H.  Norman,  a 
prospective  candidate  for  the  Intermediate,  and  Mr. 
L.  A.  Reddall,  I  shall  have  to  content  myself  with 
saying,  "  Valeat  quantum  valere  potest " — viz.,  "  Let  it 
pass  for  what  it  is  worth,"  as  space  will  not  permit  of 
any  further  digression. 

As  to  those  of  "  Discipnlus,"  I  append  the  Balance 
Sheet  in  the  three  stages  which  he  mentions,  which  I 
hope  will  elucidate  the  matter  for  htm. 

Finally,  I  would  say,  "  Tempori  parendum  "  ("  We 
must  move  with  the  times "),  but  that  also,  profes- 
sionally, our  watchword  should  not  only  be  en  evant^ 
but  we  should  be  en  rapport  as  amongst  ourselves. 

I  am,  yours  faithfully, 

December  10th  igo6.  D.  SINCLAIR. 
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(1) 

^r.  A.  AND  B. — Balance  Sheet  as  at  date  op  Purchase  of  Business.  Cr. 


Partners'  Capital  Acconnts :—  1 
A.,  Cub                                                 4i00o  o  o 

£     i  d 

l.ea  Reserve  on  Book  Debts 

8,000  0  0  1 

£     .  d 
10,934  0  0 
aSf  0  0 

£    .  d 

10,6)0  0  0 

CvtfiSa  0  0  1^ 

£10.630  0  0 

Dr.                     A.  AND  B. — Balance  Sheet  as  at  date  of  Inclusion  op  Goodwill.  Cr. 

£     m  A 

Partnm'  CaptMl  Accounts : — 

il<MH>lf«h««  Goodwin   '60000 

C     8  d 

Lttt  RoervB  on  Book  Debts 

4.600  0  0  1 
4,600  0  0  1 

£     s  d 

10,934  0  0 
184  0  0 

f     >  d 

1,300  e  0 

10,63a  0  0 

1 

fiiiSjo  0  0  1 

£11,830  0  0 

(3) 

N.B.— The  Balance  Sheet  of  A.,  B.,  and  C,  when  C.  has  paid  in  stiffiGient  cash  to  make  him  an  equal  partner, 
is  shown  in  yoor  issue  of  November  24th  igo6,  p.  635. 


(r^  iht  Editor  of  Tht  Aecountant.)  | 
SiK. — Referring  to  my  letter  which  appeared  in  your  i 
issue  of  the  8th  lost.,  there  is  a  slight  mistake  on  m; 
part.  When  I  commenced  my  letter  I  had  not  Tht ; 
Accountant  to  refer  to,  and  was  under  the  impresdoo 
that  the  capital  of  each  of  the  two  original  partners  j 
(exclodiog  goodwill)  was  j^SiOoo ;  it  was,  I  And,  j£'4,ooo.  i 
I  delayed  the  completion  of  my  letter  for  several  days  '• 
until  I  could  get  at  the  figures  to  enable  me  to  insert 
the  sum  showing  the  division  of  assets  between  the  five 
imaginary  partners  (and  there  yon  will  see  I  have  the  ; 
correct  figures),  but  did  not  revise  the  other  portion.  i 
Apologising  for  any  trouble  I  may  have  caused  your  ' 
readers, 

Believe  me,  yours  faithfully,  ' 
Dtvixes,  xUh  Deeembtr  1906.  H.  NORMAN.  | 

{To  tht  Editor  of  Tht  Actounttrnt.)  j 
Sir, — Mfty  I  again  trespass  on  your  valuable  space  | 
for  the  purpose  of  refuting  Mr.  Sinclair's  criticisms  on  ' 
my  letter  of  the  27th  of  November  1906.  | 

Mr.  Sinclair  quotes  me  as  having  stated  that  "  I  would 
show  "  that  the  amended  Balance  Sheet  as  drawn  up  | 
by  biro  and  approved  by  yon  was  incorrect.  ^ 
If  he  will  read  my  opening  remarks  in  my  previous  ; 
letter  be  will  see  that  I  only  expressed  the  hopt  to  be  ^ 
able  to  sbow  him  and  yon  that  the  Balance  Sheet  was 
incorrect  (a  statement  since  suppOTted  by  so  many  of 
yonr  correspondents).  ' 


Mr.  Sinclair  states  emphatically  that  I  have  missed 
the  point.  I  contend  that  it  is  he  who  has  done  this, 
not  me. 

I  am  afraid  the  task  of  convincing  anyone  who,  tor 
instance,  reiterates  the  statement  that  the  goodwill  is 
;f  1,200  when  the  question  distinctly  states  it  to  be  £800, 
to  be  beyond  my  powers. 

Mr.  Sinclair  has  apparently  looked  at  the  question 
as  if  it  was  labelled  Cave  canem,  the  dog  in  this  case  being 
some  subtle  trap  laid  for  the  unwary  student  1^  the 
examiner. 

Even  after  Mr.  Sinclair's  "  lucid  "  explanation  of  his 
views  I  have  failed  to  discover  the  pitfall.  The  question 
appears  to  me  to  be  qiute  a  straightforward  one. 

Mr.  Sinclair  further  charges  me  with  contradicting 
myself,  but  1  take  this  opportunity  of  den3ring  the  soft 
impeachment.  Mr.  Sinclair  should  take  the  motto 
quoted  by  himself  (namely,  Festina  lente)  more  to  heart, 
as,  if  be  had  gone  a  little  more  slowly  and  carefully,  he 
would  have  noticed  that,  for  bom  "  ignoring  the  very 
existence  of  the  asset  of  ;^8oo,"  I  included  it  among  my 
figures  in  the  correct  proportion  of  one-third  to  each 
partner,  and  so  arrived  at  the  fignre  of  £4,400^  r^ire- 
senting  each  partner's  Capital  Account  (see  p.  665). 

I  utterly  fail  to  understand  Mr.  Sinclair  in  the  state* 
ment  he  makes  "  that  whatever  the  agreed  amooot  of 
"goodwill,  it  has  the  effect  of  making  the  original 
**  partners'  interest  in  the  assets  unequal,  nnlus  they 
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"  are  paid  out  their  proportion  of  the  premium  paid  by 
"  the  incomiog  partner," 

This  is  the  first  time  the  word  "preminm"  has  been 
mentioned  in  this  discassion,  and  It  certainly  does  not 
appear  in  the  question. 

I  think  Mr.  Sinclair  must  be  confudng  Goodwill  and 
Premium. 

That  any  amount  of  cash  brought  in  by  C.  should 
be  treated  as  premium  is  news  to  me,  and  is  evidently 
not  intended  by  the  question. 

I  think  the  extraordinary  statement  (see  p.  697)  com- 
piled by  Mr.  Sinclair,  and,  as  be  says,  **  derived  from  my 
figures,"  speaks  for  itself  as  a  pretty  good  example  of 
'jogging  with  figures,"  a  &iult  of  which  he  accuses 
Yours  faithfully, 

BASIL  D.  G.  BALL. 

London,  zafA  December  igo6. 


(Te  tJu  Editor  of  The  Aeentmtamt.) 
SiRy— It  was  with  interest  I  read  the  various  replies 
to  Mr.  Sinclair's  letter  in  your  issue  of  the  24tb  ult.  and 
I  am  sure  to  any  student  the  replies  are  very  confusing 
owing  to  the  great  diversity  of  opinion  expressed,  and 
I  think  the  different  treatment  of  the  accounts  is  owing 
to  the  way  the  question  is  put  and  also  the  standpoint 
from  which  it  is  viewed.  Before  proceeding  further  it 
is  well  to  understand  the  question,  and  I  think  this  is 
where  the  chief  difficulty  has  arisen.  The  first  point  is 
that  they  are  to  be  equal  partners,  but  they  may  be  so 
by  agreement,  irrespective  of  the  amount  standing  to 
the  credit  of  then:  Capital  Accounts,  hence  cleariy  what 
is  meant  is  that  they  shall  have  the  same  amount 
standing  to  their  Capital  Accounts,  or,  in  other  words, 
on  an  immediate  dissolution  they  would  each  receive 
the  same  sum  of  money,  and  so  be  equal  partners  in 
this  sense.  On  this  reading  of  the  question  it  is 
evident  that  any  answer  in  which  the  Capital  Accounts 
of  A.,  B.,  and  C.  are  unequal  is  wrong.  The  next 
pdnt  to  consider  is,  What  is  to  become  of  C's  money  ? 
And  this  entirely  depends  on  the  stipulations  A.  and  B. 
make  with  C.  on  admitting  him— ».«.,  whether  all  his 
money  shall  be  placed  to  the  credit  of  the  firm  and  not 
be  paid  partly  into  the  firm's  account  and  partly  to 
A.  and  B.*8  private  accounts ;  and  from  the  form  of  the 
qnesticm  I  do  not  see  uiy  reason  why  all  the  money 
should  not  be  paid  to  the  firm's  account,  but  am 
inclined  to  think  that  if  it  had  been  meant  otherwise  it 
would  have  been  stated  in  the  question,  as  against  this 
argument  Mr.  Sinclair  suggests  that  by  adopting  this 
course  A.  and  B.  do  not  derive  any  benefit  by 


admitting  C.  May  I  submit  that  they  do  get  a  benefit, 
and  a  benefit  which  is  usually  in  practice  sought  on 
admittance  of  a  partner— viz.  the  introduction  of  cash 
into  the  business,  hence  I  do  not  see  why  A.  and  B. 
should  pocket  any  of  the  money  paid  in  by  C.  unless 
there  is  an  agreement  (which  we  are  not  informed  oO 
thai  they  should  do  so.  Another  point  that  occurs  is  the 
question  of  the  Goodwill  Account,  and  I  should  like  to 
know  what  need  there  is  to  alter  the  Goodwrill 
Account  firom  £800  to  ifi.aoo,  as  per  Mr.  Adair's 
amended  Balance  Sheet,  when  the  question  clearly 
states  that  the  partners  first  add  iBoo  to  the  price  for 
goodwill.  Why  not  increase  the  Goodwill  Account  to 
ifi.Soo  or  any  other  sum.  if  it  is  to  be  altered  at  all,  and 
so  alter  all  the  Capital  Accounts— viz.,  £^,^0^  or 
leave  the  Capital  Accounts  at  i^fioo  and  pay  out  of 
the  cash  provided  by  C.  jC^SO  each  to  A.  and  B.  for 
their  own  private  accounts  ?  I  think  the  question  of 
the  inflation  of  goodwill  is  not  required,  as  it  could  be 
done  to  any  ortent,  and  why  should  it  stop  at  'j£'i,zoo 
simply  because  A.  and  B.  each  paid  ^^4'^  ^  If  it  is 
ioilated  beyond  £^00  it  only  means  more  money  bdng 
put  in  the  business  by  C.  Another  point  against  Mr. 
Sinclair's  amended  Balance  Sheet  is  that  C  is  paying 
;^400  for  the  raised  paper  asset  of  goodwill,  whereas 
the  method  adopted  by  The  Students'  Telephone  shows 
that  the  assets  have  l>een  increased  by  good  assets — 
i^.,  cash — to  a  corresponding  amount  of  liaUtity  to  C. 
Mr.  Sinclair  has  practically  treated  the  question  as 
though  Ai  and  B.  were  selling  the  business  to  A.,  B.,  and 
C,  and  charging  ;f 400  for  goodwill*  and  I  fail  to  see  in 
the  question  any  warranty  for  this  supposition.  I 
certainly  think  the  treatment  of  the  accounts  as  shown 
on  p.  634  correct,  but  owing  to  the  amb^uous  way  the 
question  is  set,  which  is  often  the  case  with  examination 
questions,  the  amended  Balance  Sheet  as  on  p.  635 
is  also  feasible,  but  that  too  much  has  been  taken  for 
granted  which  is  not  set  forth  in  the  question. 

Yours  faithfully, 

CHAS.  LEIGH,  A.S.JUL. 


Income  Tax. 
[Te  the  Editor  of  The  Aeeomrniamt,) 
Sir, — Referring  to  "  Enquirer's  "  letter  in  your  issue 
of  December  ist  1906,  it  appears  to  me  that  the  con. 
elusion  of  the  fourth  paragraph  should  read  as  follows ; 
"  Thus,  if  a  man's  income  Is  £165  and  he  pays  £4  in 
"  life  premiums  he  only  bears  tax  on  ^i,  but  if  he  p*y9 
"  £6  he  will  not  be  entitled  to  deduct  It,  but  can  clum 


December  15,  1906.         THE  ACCOUNTANT 


737 


**  allowance  od  prodactlon  of  receipt,  and  will  not  have 
"  to  pay  any  tax." 

The  deduction  of  life  insurance  does  not  enable  the 
taxpayer  to  claim  a  higher  rate  of  abatement,  as  per 
iollowiDg  example: — 

A  man  is  in  receipt  of  a  salary  of  ^^410,  and  pays 
life  insurance  £30.   He  would  be  assessed  as  follows : 


Salary   /410 

1ms  Ahatemoit   150 

260 

Ltu  Iniarance   30 

To  pay  on  £230 

Not  as  Salary   1^410 

Lits  Inanranoe   30 

380 

Lns  Abatement   160 

/aao 


I  think  "Enquirer"  will  find  that  the  man  who 
pays  £6  life  insurance  premiums  out  of  an  income 
of  £16$  will  be  exonerated  from  tax,  as  I  know 
dmilar  cases  have  been  aUowed. 

Yours  faithfully, 

R.  CRAMPTON. 

HuddersJUtdt  Decmbtr  4th  1906. 


{Tfi  tJu  Editor  of  Tk«  AcetuntantA 
Sir, — I  should  like  your  opinion,  or  that  of  your 
readers,  ou  the  followiog  point : — 

In  May  1904  a  client  of  mine  purchased  a  public- 
house  and  a  small  brewery  business.  It  afterwards 
transpired  that  the  proprietors  of  these  businesses  had 
in  the  past  paid  very  ransiderable  sums  nnder 
Schedule  D,  and  unquestionably  very  much  more  than 
they  ought  to  have  paid.  No  proper  books  of  account 
were  kept  by  them,  and  they  seem  to  have  calmly  paid 
anything  the  Revenue  authorities  thought  fit  to 
demand.  My  client  received  an  assessment  for  1904-5 
under  Schedule  D  for  an  amount  very  considerably  in 
excess  of  what  he  was  earning.  I  submitted  a  first 
year's  aocomits  to  May  1905  to  the  Surveyor,  who 
fully  recognised  the  injustice  to  my  client  of  treating 
the  businesses  as  successions  when  no  accounts  for  the 
two  previous  years'  trading  were  available;  he  pro- 
mised me  that  if  I  would  let  my  client  pay  the  tax  for 
igo4'5,  according  to  the  assessment  made,  be  would 
consider  the  matter  with  the  view  to  making  an  adjust- 
ment when  the  next  year's  accounts  were  available. 
This  I  agreed  to^  and  my  client  paid  the  amoout 


assessed  on  him  for  1904-5  under  protest.  No  assess- 
ment whatever  was  made  on  my  client  for  1905-6.  A 
change  of  Surveyors  has  now  taken  ^ace,  and  the  new 
Surveyor  writes  me,  after  I  have  explained  the  situation 
to  him,  "  that  he  has  endeavoured  without  success  to 
**  arrive  at  a  basis  on  which  he  can  submit  to  the  Com- 
"missioners  a  recommendation  for  a  repayment  for 
"  1904-5  and  reduction  of  assessment  for  1905-6.  The 
*'  Act  prescribes  that  in  the  case  of  a  succession 
« accounts  for  three  full  years  are  required,  notwith- 
"  standing  the  change,  and  such  accounts  are  not 
"forthcoming.  He  regrets,  therefore,  that  In  the 
"  absence  of  accounts  for  three  consecutive  years  he 
"  can  do  nothiug  in  the  matter.  Hie  assessments  for 
*'  1905-6  must  stand,  and  the  duty  in  arrear  paid.  The 
**  assessments  for  1906-7  and  1907-8  must  be  made  on 
"  estimate,  leaving  me  to  my  remedy  nuder  the  133rd 
"  Section  in  the  case  of  the  latter  year." 

Yours  faithfully, 
Dtcmber  iith -Lqalb.  C.  C. 

Licensing  Act,  1904,  and  Income  Tax. 
{Tc  tht  Editor  of  TJu  Aecoumtant.) 
SiB, — Referring  again  to  the  above  subject,  and  to 
Mr.  Daniel  Hill's  letter  in  the  last  issue  of  your  paper, 
we  cannot  see  that  brewers  or  brewery  companies  have 
any  chance  of  getting  the  compensation  fond  charges 
allowed  as  a  deduction  from  profits  for  income-fax 
purposes  as  the  law  now  stands,  although,  as  stated  in 
our  earlier  letter,  it  appears  to  us  a  very  considerable 
hardship.  As  we  understand  the  matter,  the  only 
method  of  obtaining  such  an  allowance  would  be  by  an 
increase,  by  Act  of  Parliament,  of  the  statutory  one- 
sixth  at  present  allowed  for  repairs  and  insurance,  &c., 
under  Schedule  A,  such  increase  to  approximate  to  this 
new  charge,  and,  of  course,  to  apply  to  licensed 
property  only.  The  trade  referred  to  in  the  fourth 
clause  of  Mr.  Hill's  letter  must  mean  (as  is  shown  by 
his  quotation  from  the  Act)  the  trade  of  the  publican, 
as  distinct  &om  that  of  the  brewer,  and  where  the 
brewer  carries  on  the  former,  as  in  the  case  of  houses 
under  management,  he  is  now  allowed  to  charge  the 
compeosation  levy.  As  owner  of  tied  houses,  however, 
we  do  not  see  how  he  can  get  an  allowance  except  by 
an  alteration  oi  the  present  statutory  "one-sizth." 
Otherwise,  to  mention  one  difficulty,  a  private  owner 
would  be  in  a  worse  position  than  a  brewer  owner,  in 
that  the  former  might  have  nothing  against  which  to 
diarge  the  levy,  if  allowed.  It  is  in  a  great  measure 
owing  to  the  terms  of  the  tenancy  agreements  which 
usually  obtain  between  Iicewers  and  their  ^-tiuuuits, 
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taken  in  conjunction  with  the  Scale  of  Deductions  in 
Schedule  II.  (Section  3)  of  the  Licensing  Act,  1904, 
that  the  present  hardship  arises,  and  it  seems  to  us 
only  equitable  that  there  should  be  a  revision  of  the 
allowance  of  "  one-sixth  "  to  meet  an  entirely  fresh 
charge  imposed  by  the  recent  legislation. 

We  remain,  yours  faithfully, 

RAWLINGS  &  WILKINSON. 
Sundsrlandt  nth  Decembtr  1906. 


ToutliiK. 

(7*0  tkt  Editor  of  The  Aeeountant.) 

Sir,— Refnring  to  your  remarks  in  T/m  Accountant 
dated  xst  December,  on  the  subject  of  "  Touting,"  may 
I  add  to  my  letter  published  in  the  previous  wMk's 
iuae  that  the  trustee  in  possession  courteously 
extended  facilities  to  his  opponents  for  Invest^ting  the 
books  of  the  estate  in  question,  with  the  result  that 
they  extracted  an  identical  statement  of  aflairs,  and 
satisfied  themselves  that  everything  was  above-board. 
One  would  have  thought  an  eminent  firm  of  accoun- 
tants would  have  ^acefnlly  retired  after  having  taken 
these  steps,  for  !if  they  had  their  clients'  interests  at 
heart  they  would  certainly  not  have  advised  the 
replacing  of  the  trustee  already  appointed,  or  taking 
the  estate  into  bankruptcy,  as  both  these  courses  would 
entail  expense,  which  would  be  to  the  detriment  of  their 
clients'  interests.  However,  the  proceedings  of  the 
firm  in  question  were  as  follow  : — They  communicated 
with  the  trustee  in  terms  approaching  to  intimidation 
stating  he  must  either  retire  in  their  favour  or  share 
the  trusteeship  jointly,  failing  which  the  debtor  must 
expect  bankruptcy  (always  sheltering  themselves,  of 
course,  behind  **  clients*  histructions  ").  This  action 
can  only  bear  one  interpretation,  which  is  obvious  to 
any  business  man. 

It  is  quite  time  that  steps  were  taken  to  convey  to 
these  firms  in  unmistakable  langui^e  that  the  trans- 
gression of  the  unwritten  laws  of  the  profession  would 
be  taken  serious  notice  of. 

Yours  truly, 

December  Uh  igo6.  ALPHA. 

Stock  Exchange  Abuses. 
{To  the  Editor  of  Tin  Accountamt.) 
Sir,— I  understand  that  the  public  have  no  protection 
against  any  inflation  or  slump  in  the  shares  of  a  com- 
pany that  has  obtained  an  ofiicial  quotation  by  fraud,  as 
when  a  quotation  is  once  granted  the  mie  Is  th^  it  is 
not  afterwards  revoked,  not  even  on  facts  which  would 
have  induced  the  Committee  to  refuse 


With  a  view  to  the  protection  of  all  concerned 
against  cornering,  by  laismoters  riding  through  the  rules 
of  the  "  Honae  "  and  secaring  the  public  privilege  of 
making  a  market  for  their  shares  then,  unloading  on 
the  public  at  inflated  prices  through  dummies,  I  have 
submitted  the  under-noted  si^estioiiB  to  Mr.  Hichens, 
the  Chairman  of  the  Stock  Exchange  Committee,  for 
his  consideration,  namely  : — 

(1)  The  appointment  of  an  auditor,  ^o  should  be 
an  experienced  accountant,  to  audit,  in  conjnnc- 
tion  with  the  auditor  of  the  company  applying 
for  the  quotations,  all  the  books  and  docnments 
required  by  the  Committee  before  granting  a 
quotation  for  the  stock  or  shares  of  any  company. 

(2)  That  no  quotation  be  granted  without  the 
auditors'  joint  certificate,  in  addition  to  the 
usual  statutory  declaration,  certifying  that,  ao 
far  as  they  are  able  to  ascertain,  the  public 
unconditionally  hold  two-thirds  of  the  shares  and 
that  the  rules  of  the  "House"  have  been 
complied  with. 

(3)  That  all  transfers  be  made  for  full  consideration 
and  nominal  consideration  prohibited.  At 
present,  promoters  or  directors  can,  by  filling  in 
a  nominal  consideration  transfer  stock,  or  shares 
of  any  value  to  dummies  on  a  los.  stamp,  and  so 
hoodwink  the  public. 

By  riding  through  the  rules  of  the  Stock  Exchange, 
the  directors  of  a  company,  some  time  ago,  were  able  to 
raise  the  market  value  of  their  undertaking  one  miUicm 
at  least,  and  though  it  was  declared  before  a  Com- 
missioner for  Oaths  that  the  public  nnconditionally 
held  two-thirds  of  the  shares,  it  will  be  found  tliat  the 
directors  received  the  bulk  of  the  million.  The  result 
is  that  shareholders  who  purchased  at  the  inflated  price 
received  a  dividend  of  3  per  cent.*  and  those  who 
purchased  at  the  market  price  got  something  over  4 
per  cent.,  while  the  promoters  received  asi  per  coit. 
on  their  invested  capital. 

Yours  truly, 

A.  A.  McDonald, 

Newcastle-upon-Tyne,  nth  December  1906. 


personal, 

Mr.  Fredk.T.  p.  Dbybs,  Chartered  Accountant,  annonnces 
that  he  has  commeoced  practice  as  a  Chartered  Accountant 
at  5  Cook  Street,  Liverpool.  For  nearly  20  years  be  has  been 
with  Messrs.  Simon  Juob  ft  West,  Chartered  Accotintants, 
Liverpool,  and  acted  as  their  managing  clerk  for  the  last 
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12  years. 
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Ube  (Tbartereb  Hcconntants*  Xenevolent 
asBodatton. 

The  Honorary  Secretary  forwards  us  a  second  list  of  new 

subscriptions :  ~ 


Annual  Subscription  Increasbu. 

Ikcrease  or  Two  Guihkas.  £  s  d 


New  York  .. 

3  t 

0 

New  Annual  Subscriptions. 

Beard  &  Ba&hfbnh  .. 

Sheffield 

I  I 

0 

Deyts,  F.  T.  P. 

Liverpool 

I  I 

0 

I  I 

0 

I  1 

0 

Hossell.S.  H  

Birmtngham  . . 

I  t 

0 

I  1 

a 

Lancaster,  M  

London 

I  I 

0 

LcB.  Lean,  F.  W.  .. 

London 

I  I 

0 

Lrman,  F.  .. 

Nottingham  . . 

I  I 

0 

Letnan.  T.  C  

Nottingham  .. 

I  I 

0 

Ogle,  W.  S  

. ,  London 

I  I 

0 

£13  13 

0 

Jibe  CbarteceD  accountant  Students 
Sodttn  ot  Xondon. 

Seventh  Annual  Dinner. 

The  seventh  annual  dinner  of  the  Chartered  Accountant 
Students  Society  of  I^ndon  took  place  on  Thursday  even- 
ing, December  6th,  at  the  Hotel  Cecil.  Mr.  Ernest 
Cooper,  F.C.A.,  presided,  and  there  were  also  present 
Sir  Edgar  Speyer,  Bait,  Sir  John  Denison-Pender, 
K.C.M.G.,  Sir  T.  Skewes-Cox,  Mr.  Wm.  B.  Peat,  F.C.A. 
(President  of  the  Institute  of  Chartered  Accountants), 
lion.  George  Colville,  Messrs.  D.  K.  Basden,  F.C.A., 
C.  Hubert  Cooper,  T.  Croysdale,  J.  S.  Feather,  C.  E. 
Fletcher.  A.C.A.,  E.  H.  Fletcher,  F.C.A..  W.  Fossick, 
W.  H.  Fox,  F.C.A.,'  Alfred  C.  Harper,  F.C.A., 
Daniel  Hill,  F.C.A.,  W.  H.  Hill,  H.  Woodburn  Kirby, 
F.C.A.,  G.  WaHer  Knox,  B.Sc,  F.C.A.,  T.  Maxkby, 
\V.  Plendur,  F.C.A.,  Leonard  Adams,  F.  C.  AUwork,  A.  C. 
Anderson,  J.  G.  Andrew,  W.  Apie,  G.  F.  Barley, 
Edwin  H.  Beazley,  Ernest  E.  Bishop,  A.C.A.,  C.  F.  Bird, 
A.C.A.,  J.  W.  Bothwell,  H.  H.  Bowden,  A.C.A.,  R.  M. 
Browne,  J.  J.  Campbell,  A.C.A.,  H.  Cane,  A.  L.  Chew, 
A.C.A.,  Percy  Child,  A.C.A.,  H.  D.  Christie,  A.C.A.,  J.  F. 
Christie,  A.C.A.,  A.  L.  Cocke,  A.C.A.,  H.  G.  Cocke, 
A.C.A.,  C.  Erling  Collins,  Edward  Davis.  A.C.A.,  C. 
Denny,  C.  K.  Denny,  J.  H.  Dixon,  A.C.A.,  A.  F.  Dodd, 
K.C.A.,  J.  F.  Drake,  F.C^.,  Claud  E,  Ellis,  A.C.A.,  A.  F. 
Fergnson,  A.C.A.,  C.  C.  Fox,  A.C.A.,  G.  F.  Glen,  T.  E. 
(;rK)dyear,  F.C.A.,  P.  Gow,  A.C.A.,  E.  M.  Greene,  J.  S. 
Greene,  W.  J.  Grey,  Herbert  Guedalla.  A.C.A.,  Lawrence 
Hanray,  A.  R.  Henry,  H.  L.  Hill,  H.  G.  Howitt,  Harold 
W.  Humphries,  E.  James,  A.C.A.,  Russell  Kettle,  A.  W. 
King,  A.C.A.,  II.  G.  King,  A.C.A.,  G.  W.  Kingston, 
Herbert  Lanham,  A.C.A.,  H.  A.  Laurence,  C.  A,  Lepper, 
R.  H.  Mackay,  K.  J.  Mackenzie,  Lionel  Maltby,  A.C.A.,  W. 


Marriott,  G.  A.  Masters,  C.  Percival  Maw,  A.C.A.,  E. 
McKeown,  W.  J.  Menztes.  C.A.,  T.  E.  Milwaid,  J. 
Myers,  W.  C.  Northcott,  C.  J.  G.  Palmour,  A.C.A., 
A.  H.  Partridge,  A.C.A.,  Alfred  G.  Pearson,  A.C.A., 
—  Porter,  A.  M.  Powell,  A.  R.  Powell,  A.C.A.,  E.  E. 
Price,  F.C.A.,  Martin  Price,  G,  H.  Redfern,  A.C.A., 
E.  A.  Redmayne,  A.  L.  Samuell,  H.  L.  Shoveller. 
A.C.A.,  F.  S.  Sloman,  A.C.A.,  A.  C.  Smith,  W.  B. 
Stone,  A.C.A.,  A.  J.  Sturges,  H.  Holton  Sturges, 
A.C.A.,  Sydney  A.  Tansley,  V.  G.  Teale,  W.  L. 
Threlford,  G.  S.  Thompson,  F.  R.  Thornton,  Cecil 
Tompson,  J.  R.  TuUock,  E.  F.  Underwood,  A.  E. 
Veale,  A.  L.  Vellacott.  A.  G.  West,  A.  F.  Wbinoey,  F  C.A., 
E.  T.  Wilkins,  W.  WUkins.  L.  Pascoe  Williams.  A.C.A., 
J.  B.  Woodthorpe.  P.  Woodthorpe,  A.  D.  Wykes,  Tht 
Accountant,  Tht  Tribune,  Tht  Standard,  Morning  Post,  Sydney 
G.  Cole,  F.C.A.  (Secretary),  F.  G.  Bowers  (Chairman  of 
Committee). 

Sir  Frederick  Banbury  and  Mr.  J.  S.  Harmood-Banner, 
M.P,,  F.C.A.,  were  unfortunately  prevented  at  the' last 
moment  from  being  present. 
After  the  usual  loyal  toasts  had  been  honoured, 
Sir  Thomas  Skewes-Cox  gave  "The  Institute  of  Char- 
tered Accountants,"  remarking  that  the  students,  at  any 
:ate,  looked  upon  this  as  the  toast  of  the  evening.  They 
regarded  the  Institute  as  something  to  be  aspired  to }  they 
were  grinding  away  year  after  year  with  the  finn  desire 
of  some  day  becoming  Fellows  of  that  Institute.  They 
became  grey  and  bald-headed  early  in  life — (laughter)— 
but  on  behalf  of  the  Institute  he  might  say  that  those  con- 
nected with  that  body  had  never  met  with  a  more  intel- 
ligent or  better  looking  lot  of  young  gentlemen  than  they 
saw  before  them  at  that  banquet,  and  with  Aat  sentiment 
he  was  sure  the  students  would  agree.  (Laughter.)  The 
students,  he  was  sure  he  might  say,  wished  every  pros- 
perity and  long  life  to  the  Institute.  They  knew  that 
when  they  became  members  of  the  Institute,  or  examiners, 
they  would  make  the  examinations  as  stiff  as  they  possibly 
could — (laughter) — in  order  to  keep  out  as  many  account- 
ants as  tihey  possibly  could,  so  that  they  might  have  a 
selection  of  the  fittest  members  of  the  profession  to  com- 
pose the  Institute.  The  Institute  of  Chartered  Account- 
ants was  becoming  known  throughout  the  world ;  it  was 
held  in  the  highest  esterai,  and  although  rumours  of  regis- 
tration and  so  on  were  heard  from  time  to  time,  he,  as  one 
not  belonging  to  the  Institute,  but  having  the  greatest 
regard  for  its  members,  hoped  it  would  for  ever  cherish  the 
name  of  "  Chartered  Accountant,"  and  see  that  those  two 
words,  which  were  their  own  copyright  and  their  own 
goodwill,  were  never  interfered  with.  (Applause.)  llie 
older  members  of  the  Institute,  like  the  intelligent  young 
gentlemen  of  whom  he  had  been  speaking,  enjoyed  some 
lelaxation  now  and  then,  for  they,  played.gdf^  ^Laughter.) 
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Wbereveo-  people  might  go  they  could  always  find  a  member 
of  the  Institate  who  was  ever  ready  to  play  a  game  of  golf. 
That  was  quite  right,  for  any  exercise  of  that  kind  must 
keep  the  iatelligence  keen,  and  that  waa  what  thSy  ail 
desired  in  an  Institute  of  this  kind.  He  did  not  know 
whether  Mr.  Peat,  the  President  of  the  Institute,  whose 
name  he  associated  with  the  toast,  played  golf,  but  dcubt- 
1«88  be  did,  for  he  was  younger  looking  now  than  he  was 
twenty  years  ago,  and  his  memory  was  as  keen  as  ever. 
Some  years  ago  he  was  permitted  to  join  in  the  congratula- 
tions which  were  offered  to  the  Institute  upon  obtaining 
its  Charter,  and  he  was  pleased  now  to  recognise  the  con- 
tinned  ability  and  intelligence  which  were  displayed  by 
those  who  conducted  its  affairs.  He  proposed  this  toast 
with  all  possible  heartiness  and  sincerity,  in  the  hope  that 
the  students  whom  he  was  addressing  would  some  time 
in  the  future  become  members  of  this  august  body.  He 
understood  there  was  a  grant  made  by  the  Institute  every 
year  to  the  Student  Society  of  some  £250  or  ^^300,  and  he 
was  glad  to  know  the  Institute  had  substantial  invested 
funds.  It  made  the  mouth  of  a  City  man  water  to  know 
that  the  Institute's  noble  building,  which  had  cost  tbem 
some  /5o,oooi  had  been  paid  for.  The  Institute  had  invested 
capital,  too— first-class  gilt-edged  securities,  duly  audited 
by  some  accountant  who  was  already  a  member  of  the 
Institute  and  did  the  work  without  fee  or  reward.  It  was 
nice  to  know  that  within  a  body  like  this  no  fees,  or  very 
few  fees,  were  charged,  though  the  fees  were  very  heavy 
to  anybody  else  who  obtained  the  assistance  of  the 
members.  (Laughter.)  He  was  not  going  to  say  they  did 
not  deserve  those  fees,  for  tfiey  came  in  just  at  the  time 
th^  were  wanted,  and  fiiere  was  no  brighter  moment  in 
the  life  of  a  member  of  a  joint-stock  company  than  when 
tie  foimd  a  Chartered  Accountant's  certificate  at  the  foot  of 
his  accounts,  stating  that  he  had  seen  every  voucher  and 
was  able  to  certify  to  the  correctness  of  those  accounts. 
When  such  a  certificate,  signed  by  a  Chartered  Account- 
ant, could  be  shown,  it  went  without  s&ying  that  nothing 
had  been  concealed.  (Applause.)  In  conclusion,  he  had 
very  much  pleasure  in  asking  those  present  to  join  with 
him  in  wishing  long  life  and  prosp^ity  to  the  Institute  of 
Chartered  Accountants,  and  coupling  with  the  toast  the 
name  of  Mr.  W.  B.  Peat,  its  President.  (Applause.) 

Mr.  W.  B.  Peat,  F.C.A.,  President  of  the  Institate,  in 
acknowledging  the  compliment,  thanked  Sir  Thomas  for 
the  vMy  kind  remarks  he  had  made  in  proposing  the  toast. 
In  addressing  a  company  of  this  character  it  was  almost 
needless  to  remind  tfann  that  th«y  were  the  young  blood 
which  was  to  infuse  and  enrich  the  body  of  the  Institute, 
that  their  lives  in  course  of  time  were  to  take  the  place 
which  he  and  those  sitting  on  his  side  of  the  table 
occupied  at  Ute  pnsent  time,  that  it  was  for  the  younger 
men  in  the  future  ai  it  had  been  for  the  older  ones  in  the 


past  and  in  the  present  to  support  the  dignity  and  honour 
of  their  great  Institute.    He  had  the  greatest  hopes  that 
the  gentlemm  whom  he  was  now  addressing  on  the 
o[^site  side  of  the  table  would  all  be  able  in  course  of 
time  to  receive  their  certificates,  and  that  none  of  them 
might  have  the  regret  of  looking  at  the  door  of  the  Institate 
and  finding  thnr  names  were  amongst  the  missing.  If  they 
were  missing  for  a  while,  let  them  take  heart  of  grace,  and 
their  admission  would  simply  be  a  matter  of  time.  He 
wirfied  to  refer  to  this  important  consideration,  that  while 
they,  as  the  Institute  of  Chartered  Accountants,  were  the 
representatives  and  constituted  the  most  important  body 
of  professional  accountants  in  the  kingdom,  they  were  a1st> 
for  that  very  reason  the  people  who  must  look  after  the 
interests  of  professional  accountancy  in  this  kingdom  and 
abroad.   (Hear,  bear.)    He  reminded  them  that  from  the 
Institute  had  sprung  many  men  who  had  travelled  to  every 
comer  of  the  globe,  who  were  representing  the  Institate  in 
every  civilised  country  ;  and  wherever  commerce  had  been 
carried  by  English-speaking  people,  there  th^  would  find 
representatives  of  the  Institute,  mostly  young  meo  who 
had  become  members  in  comparatively  recent  years.  They 
were  sorrDunding  the  wfacde  world  wiOi  a  living  chain  of 
Chartered  Accountants,  and  he  hoped  that  state  of  things 
might  long  continue.    This  export  of  the  genius  of  the 
country  was  one  of  the  greatest  of  our  exports,  and  he 
hoped  it  mif^  stUl  be  so.  Whatever  might  be  their  views 
upon  fiscal  policy,  he  had  no  doubt  all  present  would 
agree  with  him  ^t  it  was  desirable  that  this  Institute 
should  export  its  members  to  wherever  the  trade  of  this 
great  kingdom  was  carried ;   and  it  was  a  consolation 
to  friends  such  as  he  had  around  him,  representing  the 
great  interests  of  trade,  commerce,  and  finance  in  the  City 
of  London,  to  know  that  there  were  men  of  the  capacity  of 
those  trained  by  the  Institute  who  were  ready  to  go  any. 
where,  to  any  part  of  the  world,  to  look  after  the  accounts 
which  were  submitted  to  them.   (Hear,  hear.)   It  was  a 
pleasure  to  have  such  gmtlemen   with  them  on  that 
occasion,  and  to  have  them  recognising- that  there  was 
such  a  body  as  the  Students'  Society  and  also  such  a  body 
as  the  Institute  of  Chartered  Accountants.    In  their 
capacity  as  an  Institute  of  Chartered  Accountants  they  had 
the  interests  not  only  of  themselves,  but  also  of  every  pro- 
fessional accountant  in  this  country  at  heart.    He  would 
even  go  the  length  of  saying  that  not  only  did  they  repre- 
sent the  professional  accountancy  of  this  country,  but  they 
in  some  measure  represented  the  professional  accountanqr 
of  Canada,  the  United  States,  Australasia,  and  South 
Africa.    In  all,  he  believed,  there  were  something  like 
thirty-eight  separate  Institutes  of  professional  accountants 
in  the  United  States  and  the  Colonial  Empire.  Something 
like  twenty  separate  Societies,  he  believfld,  existed  in  the 
United  States,  and  something  lik*-«tgfateen  in  Canada, 
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AnstraUa,  New  Zealand,  and  South  Africa.  For  all  these 
the  Institate  was  more  oi  less  responsible,  because  he 

believed  they  had  to  a  large  extent  copied  the  principles 
and  practices  of  the  Institute,  and  were  its  offspring ;  and 
while  the  progress  of  the  Institute  had  been  most  lonark- 
able,  he  was  sometimes  reminded  that  even  the  grain  of 
mustard  seed  with  its  great  spreading  branches  was  some- 
thing which  might  be  compared  with  the  Institute,  which 
had  grown  from  small  things  and  spread  out  its  branches  in 
every  comer  of  the  globe.  He  was  inclined  to  think  that 
the  present  vaa  the  time  when  they  ought  to  make  one 
more  forward  move — ^wben  they  should  ask  that  legislative 
recognition  be  given  to  the  profession  of  Chartered 
Accountants.  (Hear,  hear.)  They  had  many  duties  to 
perform,  and  most  important  ones;  great  responsibilities 
rested  upon  them  in  connection  with  those  duties,  and  it 
was  their  duty  and  ought  to  be  tbeir  pleasure — not  alone 
for  themselves,  because  be  did  not  look  upon  the  selfish 
part  of  the  matter  as  of  great  importance — for  the  sake  of 
every  professional  accountant,  for  the  sake  of  their  clients, 
and  for  the  sake  the  trade  and  the  interests  of  this  great 
country  and  of  the  Colonies,  to  endeavour  to  obtain  legal 
recognition  for  the  profession,  not  alone  for  themselves,  as 
he  had  said,  but  for  evMyone  who  had  a  right  to  describe 
huoaself  as  a  professional  accountant.  They  required  legal 
recc^nitiwi  which  would  exclude  a  man  without  the  right 
to  describe  himself  as  an  accountant,  but  which  would 
embrace  every  man  who  had  that  right.  He  meant  that 
everyone  who  by  edacation  or  by  experience  was  a  prac- 
tising and  professional  accountant  should  be  enrolled  in 
the  legal  protection  which  he  hoped  in  time  they  would 
secure.  That  should  be  their  next  move,  and  that  move, 
he  believed,  they  could  only  undertake  in  association  with 
their  friends,  amongst  whom  he  would  name  the  Society  of 
Accotintants.  (Hear,  hear,  and  a  voice:  "No.")  Of 
course,  he  spoke  in  this  respect  for  himself  alone,  if  he 
might  be  permitted  to  do  so ;  but  certainly,  in  his  opinion, 
they  could  only  obtain  that  legal  recognition  by  associating 
themselves  in  the  application  for  it  with  others  who  were 
professional  accountants  practising  in  this  country.  He 
did  not  think  they  could  ever  go  forward  alone  and  get 
that  legal  recognition.  It  was  a  poor,  selfish  policy  which 
would  allow  th^  to  go  by  themselves,  and  possibly  seek, 
a  thing  which  th^  would  not  gain,  and  he  did  not  believe 
that  that  sdfish  policy  would  in  the  end  be  successful. 
He  had  heard  scMne  little  dissent  from  the  observations  he 
had  made,  and  therefore,  so  far  as  what  be  had  said  was 
concerned,  be  asked  them  to  regard  it  as  his  personal 
opinion,  and  not  necessarily  the  opinion  of  anybody  else. 
iHear,  hear.)  The  life  th^  led  was  an  arduous  life  and 
full  of  responsibili^.  They  never  knew  exactly  when 
thoiz  works  and  their  certificates  would  find  them  out. 
They  conld  not,  like  poor  Charles  Lamb,  say — 


"  O,  darling  laziness,  saints'  eternal  rest, 
That  I  could  drink  vast  portions  of  thSA, 
Through  nnmeasnnd  eternity." 

Their's  was  a  case  of  hard  and  continuous  woiIe — prac- 
tically never  ending  from  the  rising  of  the  sim  to  its  setting. 
They  could  never  quite  escape  the  responsibilities  which 
they  undertook  as  Chartered  Accountants.  He  asked  those 
who  in  course  of  time  were  about,  be  hoped,  to  become 
members  of  that  most  important  body,  the  Institute,  to 
keep  in  mind — though  he  did  not  desire  to  deliver  them  a 
moral  lecture — that  it  was  only  by  hard  work,  by  con- 
scientious attention  to  their  duties,  and  by  the  attempt  to 
discharge  to  the  satisfaction  of  their  clients  and  to  their 
own  satisfaction  the  responsibilities  and  the  duties  whitA 
they  were  called  upon  to  perform,  that  they  could  ever 
hope  to  attain  to  that  high  position.  If  they  realised  this 
important  fact,  those  who  in  course  of  time  took  the  places 
of  the  older  men  sitting  around  him  would  not  find  it 
necesfaary  to  admit  that  the  progress  of  the  Institute,  which 
in  the  last  thirty  yeojs  had  been  most  remarkable  and  most 
coatiniu>us,  need  diminish  by  one  jot  or  iota  under  their 
care  as  compared  with  its  present  members.  He  was 
exceedingly  grateful  that  the  toast  had  been  received  in 
such  a  cordial  way.  (Applause.) 

The  Chairman  then  called  upon  Sir  E6gai  Sp^er,  Bart., 
to  propose  the  toast  of  the  evening. 

Sir  Edgar  Speyer,  Bart.,  who  was  very  enthusiastically 
received,  said  that  in  rising  to  propose  the  toast  of 
"Success  to  the  Students'  Society,"  he  was  painfully 
conscious  of  his  shortcomings.  His  feeling  of  MnbarraSa- 
ment  was  increased  by  the  staitement  just  made  by  the 
Chairman  diat  this  was  the  toast  of  the  evening.  He  hoped 
they  would  not  blame  him  for  what,  be  was  afraid,  must 
in  the  nature  of  things  be  a  disappointing  speech.  He  was 
surrounded  by  tiie  leading  members  of  the  accountancy 
profession,  for  whom  he  entertained  the  greatest  respect, 
and  of  whom4)e  stood  in  great  awe.  He  felt  that  to  speak 
there  was  a  hazardous  ondertaking.  He  woold  have  care- 
fully to  keep  out  of  complicated  questions  of  account  and 
remain  on  the  safe  groand  of  accountancy  in  its  broad 
aspects.  If  they  blamed  him  for  that,  their  remonstrances 
should  go  to  bis  friend  Mr.  Kirby,  who  had  enticed  him 
thore  that  night,  and  who  must  take  all  the  responsibility 
for  such  a  rash  step.  (Laughter.)  He  would  be  quite 
frank  with  those  whom  he  was  addressing,  oikd,  even  at 
the  risk  of  hurting  their  feelings,  would  make  free  to 
confess  that  when  Mr.  Kirby  first  came  to  him  and  laid  his 
trap,  and  caught  'him,  he  (the  speaker)  did  not  know  of  the 
existence  of  the  Society.  Thanks  to  Mr.  Kirby,  his 
ne^ected  education  had  been  improved  in  that  respect,  at 
any  rate,  and  a  somewhat  belated  addition  to  his  know- 
ledge bad  taught  him  to  appreciate  the  usefulness  and 

importance  of  the  Students*  Society  and  ^Tui 
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great  scope.  To  know  its  scope  and  its  activity  was  to 
enlist  inunediately  his  warmest  interest  and  sympathy,  and 
to  make  him  appreciate  the  Society  as  a  great  educational 
feeder  to  the  Institute  of  Accountants.  In  order  to  inform 
himselfi  he  had  been  looking  at  some  of  the  examination 
papers,  and  had  tried  to  familiarise  himself  with  some  of 
the  questions  that  were  set — such  as  Partnership  Accounts, 
the  rights  and  duties  ol  liquidators,  bankruptcy  law, 
arbitration,  and  what  not — and  the  insight  inlo  what  the 
students  were  expected  to  master  had,  if  possible, 
increased  his  respect  for  their  profession  and  for  their  pro- 
ficiency, and  at  the  same  time  had  filled  him  with  a  feeling 
of  awe— awe  of  the  unknown.  {Laughter.)  He  would  tell 
tlmn  in  strictest  confidence  that  if  he  were  put  through  his 
paces  in  those  subjects  he  would  feel  most  uncomfortable, 
and  to  climb  the  accomitant's  ladder  as  the  students  had  to 
do  would  be  a  most  perilous  joumey  for  him.  (Laughter.) 
He  would  certainly  require  a  good  deal  of  coaching  if  he 
were  going  to  succeed,  aad  coaching  of  the  most  severe 
kind.  But,  after  all,  what  was  an  accountant?  What  was 
bis  profession?  That  was  a  question  which  he  had  put  to 
himself  before  coming  there  that  night.  He  had  consulted 
Webster's  dictionary,  and  he  found  that  an  accountant  was 
a  man  who  rendered  account,  a  man  who  was  skilled  in 
accounts,  a  man  who  was  a  reckoner ;  but  he  ventured  to 
think  that  nobody  who  took  a  narrow  view  of  his  profes- 
sion would  succeed  in  the  true  sense  of  the  word.  It 
seemed  to  him  that  they  should  all  impart  to  whatever 
work  they  were  called  upon  to  perform  that  element  of 
higher  aim,  that  element  of  imagination,  which  raised  it 
from  its  ordinary  day  to  day  character  to  a  higher  level, 
to  a  larger  aspect.  (Applause.)  And  so  it  was  with  their 
profession.  Their  first  duty,  of  course — he  spoke  to  the 
young  gentlemen  who  were  training  to  be  accountants — 
was  to  strain  every  nerve  to  master  the  art  of  accountancy, 
to  learn  the  machinery  of  their  trade.  But  tttat  was  not 
enough.  They  must  not  foiget  what  the  higher  concep- 
tion of  thetr  profession  demanded  of  them.  In  his 
opinion,  to  be  a  real^ — or  had  he  not  better  say  to  be  an 
ideal- -accountant  was  to  champion  truth — (hear,  hear) — 
to  Uve  and  fight  for  truth,  to  train  themselves  to  be 
accurate  in  all  things,  to  be  honest  to  themselves  and  to 
others.  That  was  something  to  live  for.  That  was  what 
their  vocation  really  meant,  and  it  was  something  to  be 
proud  of.  He  had  recently  had  an  opportunity  to  appre- 
ciate the  great  importance  of  good  accountancy,  having 
been  a  member  of  the  Comanittee  appointed  by  the  Presi- 
dent of  the  Board  of  Trade  to  investigate  the  present  state 
of  company  law.  His  views  as  to  the  state  and  condition 
of  that  law  bad  been  embodied  in  a  minority  report,  and 
he  could  only  hope  that  in  time  the  views  he  had  expressed 
would  find  acceptance  at  the  hands  of  thoiie  who  had 
the  power  to  amend  the  law.   Meanwhile,  one  of  the  few 


safeguards — if  not  the  only  safeguard  and  the  only  check — 
against  abuses  was  the  knowledge  that  good  accountants 
were,  happily,  available  to  probe  and,  when  necessary,  to 
expose  those  facts  and  figures  which  it  fell  within  their 
province  to  examine  and  report  upon.  He  attached  the 
greatest  possible  importance  to  this,  because  it  was  the 
real  and  substantial  protection  which  was  afforded  to  those 
who  had  to  invest  their  money  and  to  trust  to  honesQr  in 
commercial  life.  His  advice,  therefore,  to  the  young  men 
who  w(»re  training  to  be  Chart«ed  Accountants  was  to  be 
proud  of  their  profession,  to  be  keen  about  their  work,  and 
not  to  forget  that  they  were  not  mere  reckoners,  but  that 
they  were  to  be  advisers  even,  and  friends;  to  those  who 
relied  upon  sound  investigation  in  the  best  sense  of  the 
word.  Their  knowledge  could  not  be  too  wide.  Finance, 
business  principles,  and  political  economy  should  not  be 
unknown  to  them,  neither  should  that  knowledge  of  the 
world  which  gave  them  confidence  in  themselves  and 
would  beget  confidence  in  others.  Nor  should  sympathy 
— that  great  quality— be  absent  from  their  work.  If  ii 
were,  both  they  themselves  and  their  clients  would  be  the 
poorer  for  it.  But  above  all,  as  he  began  by  saying,  they 
were  seekers  after  truth ;  they  were  important  elements 
in  the  great  business  fabric  of  the  day ;  they  were  great 
elements  in  the  commercial  life  of  this  nation ;  they  were 
upholders  of  that  straightforward  dealing  upon  which  the 
commercial  life  of  this  country  rested,  and  which  had  made 
this  country  the  great  country  that  it  was.  (Applause. )  It  was 
a  gieat  pleasure  and  satisfaction  to  him  to  know  that  the 
Students'  Society  was  growing,  just  as  the  Institute  itself 
was  growing,  and  it  was  only  by  these  means  that  the 
immense  importance  of  Great  Britain  in  the  destinies  of 
the  world  could  be  maintained.  They  as  a  profession  were 
one  of  the  pillars  of  commercial  morality,  and  he  h<^>ed 
that  might  always  be  the  case.  He  trusted  that  the  young 
men  whom  he  was  addressing  might  be  ornaments  of  their 
profession,  and  uphold  that  high  standard  for  which  those 
who  had  gone  before  them  had  been  renowned  and 
honoured — the  standard  of  thoroughness,  honesty,  and 
truth.  He  had  much  pleasure  in  giving  the  toast  of 
"  Success  to  the  Students'  Society,"  coupled  with  the  name 
of  Mr.  Bowers.  (Applause.) 

Mr.  F.  G.  Bowers  (Chairman  of  Committee),  in  replying, 
said  that  each  year  when  the  Dinnw  Sub-Committee  came 
to  consider  the  toasts,  there  was  a  suggestion  made  by  the 
Chaiiman  of  the  Committee  for  the  time  being  that  he 
would  really  not  mind  if  the  Sub-Committee  would  like  to 
ask  some  person  other  than  the  Chairman  of  Committee 
to  acknowledge  this  toast.  That  suggestion  was  made  this 
year  again,  but  the  Committee  did  not  see  their  way  to 
adopt  it.  It  was  not  made  because  the  Chairman  of  the 
Committee  was  not  aware  of  the  honour  and  privilege 
which  fell  to  him  tu  address  such  a  gathering,  but  rather 
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because  he  felt  that  the  words  of  someone  older  than  him- 
self, and  someone  more  experienced  in  the  world,  would 
better  befit  the  occasion.  As,  however,  he  was  occupying 
this  positioa  he  asked  their  iadulgence,  knowing  it  would 
be  granted,  especially  because  he  had  to  follow  such  an 
eminent  and  distinguished  gentleman  as  Sir  Edgar  Speyer. 
Like  Sir  Edgar,  he  had  recently  been  engaged  in  the  study 
of  Partnership  Accounts,  but  he  imagined  the  anxiety 
which  was  on  his  mind  while  he  was  engaged  in  that  study, 
knowing  that  he  would  have  to  face  a  piece  of  pink  paper 
very  soon  afterwards,  was  not  exactly  the  same  as  that 
which  was  experienced  by  Sir  Edgar.  At  the  same  time, 
h«  could  agree  with  that  gentleman  that  the  problems 
which  the  examiners  set  were  not  too  simple.  The  students 
certainly  did  feel  and  were  quite  conscious  that  they  were 
striving  to  enter  a  very  worthy  and  honourable  profes- 
sion— a  profession  which  in  the  past  had  held  a  great  place 
in  the  public  esteem ;  and  they  were  hopii^  and  striving 
that  when  it  became  tbmi  turn  to  take  their  placet  among 
the  ranks  of  Chartered  Accountants  they  would  be  worthy 
of  the  honour  thus  placed  upon  them.  An  eminent  states- 
man quite  recently,  when  entering  upon  a  very  famous  con- 
troversy, advised  them  that  in  Ae  study  of  any  institution 
it  was  well  to  go  a  good  way  back.  The  time  that  he 
recommended  was  thirty  years.  Well,  if  they  went  back 
thirty  years  in  the  history  of  the  Students'  Society,  they 
would  find  about  the  same  kind  of  records  that  they  would 
find  if  they  went  back  tiiiity  years  in  his  own  life.  The 
records  cotild  be  found  only  in  the  book  of  the  chronicles 
of  th^'not-thought-ofs."  (Laughter.)  At  the  same  time,  he 
would  like  to  submit  some  sketch  of  the  great  progress  the 
!>ocioty  had  made  since  it  was  started  in  1883.  In  1886 
they  had  only  soo  members ;  they  had  now  four  times  that 
number.  The  cash  turnover  in  the  last  twenty  years  had 
increased  by  eight  times.  The  library  possessed  ten  times 
the  value  it  did  at  that  time ;  and  the  circulation  of  their 
books  had  increased  twMity-foId.  He  thought  be  could 
claim  that  Ae  progress  of  the  Society  had  been  nearly  as 
prodigious  as  that  of  the  Institute.  (Applause.)  Then  the 
number  of  those  who  were  still  tiying  to  ent^  the  account- 
.aocy  profession  had  increased  in  an  equal  proportion.  By 
the  kindness  of 'Mr.  Colville  he  found  there  were  now  about 
1,400  articlod  cleiks.  Tw«ity  years  ago  thwe  were  one- 
fourth  of  that  number,  and  ten  years  ago  there  were  less 
than  two-thirds.  If  the  profession  went  on  increasing  at 
that  rate  he  could  fan^  they  would  have  some  weak- 
minded  members  suggesting  that  they  would  not  last 
against  Chinese  immigration,  that  candidates  should  be 
required  to  saitisfy  the  five-pound  test,  or  that  they  should 
have  a  Chinese  cousin  at  Liverpool  ready  to  find  work  for 
them.  But  of  the  1,400  articled  clerks  it  would  be  gratify- 
ing to  this  gathering  to  know  that  1,200  were  members  of 
the  Students'  Society  at  the  present  time.  But  what  should 


they  say  of  the  200?  It  was  to  b©  hoped  they  would  see 
the  error  of  their  ways  at  once  and  proceed  to  join  the 
Society.  (Hear,  hear.)  They  had  present  at  that  banquet 
Mr.  Dodd,  the  Chairman  of  the  Union  of  Student 
Societies,  and  several  representatives  of  that  body.  That 
Union  had,  h«  was  informed,  been  of  very  great  assistance 
to  some  of  the  provincial  Societies.  Quite  recently 
members  of  several  of  those  Societies  had  been  telling  him 
how  useful  they  found  the  lecture  list  which  the  Union  had 
drawn  up,  and  only  in  the  last  few  weeks  a  deputation  of 
the  Union  waited  upon  tbe  Grants  Committee  of  the 
Institute  in  order  to  ask  them  if  th^  could  not  see  their 
way  to  help  fur&er  the  poorer  Students*  Societies,  which 
had  now  hardly  any  libraries  at  all,  and  in  some  cases 
absolutely  none.  In  one  case  where  there  was  one  he 
noticed  that  during  tKe  last  financial  year  they  were 
enabled  to  spend  the  large  sum  of  i6s.  8d.  in  the  purchase 
of  new  hooks.  He  thought  tSiose  present  would  agree  that 
if  the  Institute  had  funds  at  its  disposal  available  for  any 
purposes  of  the  kind  it  could  not  spend  them  better  than  by 
putting  some  of  the  mon^  at  the  disposal  of  these  smaller 
Societies  for  the  purchase  of  standard  books  of  account- 
ancy, which  the  students  sitting  for  thdr  examinations 
could  have  the  opportunity  of  reading,  marking,  learning, 
and  inwardly  digesting.  (Applause.)  Since  he  had  had 
any  share  in  the  management  of  this  Students'  Society  he 
had  been  very  much  struck  with  one  thii^ — ^vix.,  how  great 
was  the  goodwill  which  was  exhibited  by  the  older 
members  of  the  profession  towards  this  SocieQr.  When- 
ever they  called  upon  one  of  the  heads  of  tiie  profession, 
who  very  likely  had  been  engaged  the  moment  before  in 
the  solution  of  some  extremely  difficult  and  anxious 
problem  which  had  been  confronting  him,  they  were 
received  with  really  great  goodwill,  and  readiness  was 
shown  to  help  the  Society  in  any  way  that  lay  in  tbe 
power  of  that  gentleman.  This  was  most  satisfactory,  and 
it  was  a  matter  for  great  congratulation,  so  far  as  the 
Society  was  concerned,  that  it  should  be  so.  But  he  had 
been  speaking  more  particularly  of  the  grandfathers  of 
the  profession,  if  he  mighit  so  call  them.  If,  however — 
regarding  themselves  as  the  younger  brothers — they  con- 
sidered their  fathers  and  elder  brothers,  he  was  sorry  to 
say  the  position  was  not  the  same.  He  might  be 
wrong — and  certainly  there  were  very  many  notable 
exceptions — but  he  did  feel  that  their  fathers  and  elder 
brothers  in  the  profession  did  not  exhibit  towards  the 
Students'  Society  that  warmth  of  interest  and  readiness 
to  help  which  ¥ras  found  among  the  heads  of  the  profes- 
sion. There  were  i  ,300  Chartered  Accountants  in 
London,  and  more,  but  of  these  1,000  were  not  members 
of  the  Society.  Now  if  only  half  of  those  trere  members 
of  the  Society  they  would  be  able  to  doj^ne  thdng  which 
was  greatly  desired  by  theDfgT(f55p^1^^i©(?^l@  a 
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large,  tts^nl,  and  ample  library  of  books  of  r«f«renc« 
which  they  could  lend  out  to  the  members.  This  would  be 
a  real  boon  to  the  honOTary  memberB,  The  Society,  when 
they  went  to  prospective  honorary  members,  would  not  feel 
that  they  were  asking  them  to  give  aomethin^^— that  it  was 
a  donation  that  th^  were  asking  for — but  would  be  able  , 
to  feel  they  were  offering  value  for  money  ;  and  he  urged  j 
it  upon  all  members  present  that  they  should  approach  the 
members  of  the  Institute  in  London  who  were  not  members 
of  the  Societjr,  and  ask  them  to  join,  because  he  felt  that 
if  they  could  only  get  a  fair  proportion  of  those  who  were 
not  already  members  to  join  the  Society,  they  would  be 
able  to  return  those  gentlemen  really  good  value  for  their 
ntoney.  (Applause.)  They  did  feel  as  students  that  th^ 
were  trying  to  enter  an  honoural>le  profession,  and  the 
Committee  felt  that  in  managing  this  Society  they  were 
wielding  one  of  the  most  potent  instruments  in  the  fashion- 
ing of  future  Chartered  Accountants.  The  task  did 
certainly  weigh  rather  heavily  upon  them  sometimes,  to 
make  the  best  use  of  the  resources  and  funds  that  were  at 
their  disposal,  but  he  could  assure  those  present  that  the 
Committee  did  their  utmost,  and  if  they  failed  he  asked 
those  whom  be  was  addressing  to  believe  it  was  not  for 
want  of  a  very  earnest  desire  to  succeed.  Mr.  Cooper, 
speaking  at  the  first  dinner  of  this  Society  seven  years  ago, 
said  he  felt  the  Students*  Societies  were  the  most 
important  organisation  connected  with  the  profession  in 
the  country,  that  they  were  really  doing  good  wotic,  and 
that  if  they  coatmued  to  do  it  the  Institute  would  have  no 
difficult  in  fulfilling  the  fundamental  clause  of  its 
Charter,  which  was  "by  setting  up  and  maintaining  a 
"high  standard  of  professional  and  general  education  and 
"knowledge."  He  hoped  it  had  not  been  the  Chairman's 
misfortune  to  have  to  change  his  opinion  during  those 
seven  years.  Hie  Students'  Society  had  grown  and  had 
become  strengthmwd  daring  that  time,  and  it  would  be  a 
great  pity  if  they  were  not  more  useful  than  they  were  when 
Mr.  Cooper  used  the  words  just  referred  to.  In  further 
remarks,  the  speaker  said  that  as  the  Chairman  of  the 
Committee  for  the  time  being  usually  received  the  credit 
for  the  musical  programme  at  the  dinner,  he  wished  to 
explain  that  on  the  present  occasion  the  thanks  of  those 
present  were  due  entirely  to  Messrs.  Myers  and  James  in 
this  respect.  In  conclusion,  he  thanked  Sir  Edgar  Speyer 
and  the  others  present  for  the  cordial  way  in  which  they 
bad  drunk  the  toast  of  "The  Students'  Society." 
(Applause.) 

Mr.  W.  H.  Foz,  F.C.A.,  {miposed  the  health  of  the 
Chairman,  claiming  that  this  and  no  other  was  the  toast 
of  the  evening.  He  would  not  address  the  company  at 
any  length,  because  he  did  not  believe  in  praising  a  man 
before  his  face ;  but  they  all  knew  Mr.  Cooper's  reputa- 
tion and  the  position  he  held  in  the  profession.   He  was 


a  Past  President  of  the  Institute  of  Chartered  Accountants. 

He  (the  speaker)  claimed  to  be  in  a  special  posdtion  in 
proposing  this  toast,  and  that  was  that  many  years  ago — ^he 
would  not  say  how  many,  for  be  might  be  looked  upon  as 
one  of  the  grandfathers  of  the  profession  to  whom  the 
Chairman  of  the  Committee  had  just  referred — he  was  one 
of  Mr.  Cooper's  staff  of  clerks,  and  it  was  certainly  his 
beHef  at  that  time,  and  was  still,  that  there  was  no  office 
in  the  City  of  London  or  in  England  in  which  a  better 
training  could  be  obtained  than  in  the  office  of  Mr.  Cooper's 
firm.  When  he  said  there  was  no  other  office,  of  course  he 
excepted  one,  which  was  not  the  office  of  Mr.  Knox,  who 
was  sitting  close  to  him.  but  that  of  a  firm  whose  name 
rhymed  with  Knoz.  (Laughter.)  However  that  m^ht  be, 
they  all  had  to  express  their  opinions,  and  did  not  all 
agree  wHh  each  other,  and  perhaps  he  was  the  only  one 
who  agreed  with  himself  on  the  present  occasion. 
(Applause.)  He  m^ht  mention  in  4his  connection  that 
when  Mr.  Cooper  was  made  President  of  the  Institute 
twenty-three  of  his  former  clerks  who  were  old  practising 
accountants  gave  him  a  dinner  at  the  Savoy,  and  he  (the 
speaker)  did  nut  believe  it  would  be  possible  to  find  any 
other  firm  in  connection  with  which  such  a  tlung  as  Uiat 
could  be  done — no  firm  would  have  so  many  cast-offs  as 
that  in  the  City.  (Laughter.)  He  remembered  telling  Mr. 
Cooper's  partner,  when  he  left  the  firm,  that  he  was  going 
to  start  for  himself,  whereupon  tbat  gentleman  looked  at 
him  in  a  v^  pi^ng  manner,  and  was  doubtless  very 
sorry  for  him — as  his  clients  had  since  been.  (Laughter.) 
But  he  was  getting  a  little  too  personal — ^the  subject  was 
the  health  of  the  Chairman.  He  had  one  advantage  in 
proposing  the  last  toast  of  the  evening,  because  a  speaker 
in  that  position  was  able  to  pick  up  a  few  points  from 
former  speeches.  When  one  became  a  grandfather  of  (be 
profession  bis  sight  got  bad,  and  his  handwriting  worse, 
and  he  was  not  now  in  a  position  to  make  notes  for  a 
speech,  because  he  could  not  read  them  if  he  wrote  them. 
(Laughter.)  There  was  only  one  occasion— at  an 
autumnal  meeting — when  he  had  had  the  honour  oi  making 
an  extempore  speech,  but  in  order  to  make  Qiat  he  sat  up 
until  3  o'clock  on  the  previous  morning  preparing 
extempore  jokes.  (Lau{^er.)  Reference  had  been  made 
to  the  subject  of  what  was  an  accountant,  and  there  was 
one  definition  which  had  not  been  given — one  vrtiich  he 
always  gave  to  people  who  asked  him  a  question  on  the 
subject — and  that  was  that  he  was  a  person  who  told  his 
clients  at  the  end  of  the  year  how  much  tiiey  had  lost. 
(Laughter.)  Then  reference  had  been  made  to  fiscal 
policy.  Well,  of  course,  they  were  not  politicians  there, 
but  as  the  King  had  been  spoken  of  as  being  our  best  asset, 
he  was  tempted  to  remark,  What  frightful  liabilities  we 
had  in  the  present  Government !  (Applause  and  cries  ol 
"Oh.")  He  was  very  aony'thathe  bad  allow*^ himself  to 
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be  diverted  into  a  chaonel  which  he  ought  not  to  enter, 
though  be  was  very  pleased  to  bear  those  present  applaud 
that  sentimeat.  (Laugiitei.)  On  the  question  of  fiscal 
policy  Mr.  Peat  expressed  the  hope  that  no  export  duty 
would  be  put  upon  EngUsh  Chartered  Accountants. 
Well,  he  agreed  with  that  gentlemem  entirely,  but  he  did 
think  an  import  duty  should  be  put  upon  Scotch 
accountants.  (Laughter.)  He  did  not  mean  that  at  all 
personally — ^he  meant  members  of  Scottish  Societies  of 
Chartered  Accountants.  He  had  some  twenty-siz  or  more 
around  him,  within  a  stone's  throw  of  his  own  office,  and 
could  hardly  walk  out  into  the  street  without  knocking  up 
against  one  or  more  of  them.  He  trusted,  in  conclusion, 
that  the  toast  of  "The  Chairman"  would  be  very 
enthusiastically  honoured.  (Applause.) 
Musical  honours  having  been  accorded  to  the  toast, 
The  Chairman  thanked  Mr.  Fox  for  the  very  kind  way 
in  which  he  had  proposed  the  toast.  He  recollected  very 
w^  when  Mr.  Fox  was  a  member  of  his  firm's  staff,  and 
also  the  regret  they  experienced  in  losing  him.  He  was 
very  glad  to  hear  that  Mr.  Fox  had  founded  the  best  office 
in  the  City  of  London — (laughter) — ^and  be  cordially 
recommended  everybody  to  send  their  sons  as  students  to 
lus  office  in  order  to  learn  their  craft.  Ho  wished  to  con- 
gratulate the  Society  upon  the  success  of  the  present 
gathering.  It  seemed  to  him,  from  what  Mr.  Bowers  had 
said,  that  he  (the  Chairman)  had  been  placed  in  his  present 
position  as  a  kindly  compliment  from  those  who  were 
crowding  upon  the  stage,  and  wanted  to  push  off  some  of 
the  older  ones,  on  the  ground  that  they  had  been  there 
long  enough.  (Cries  of  "Ko,  no.")  He  quite  agreed.  He 
would  like  to  be  squeezed  off  the  st^e  when  he  was  able  to 
go,  and  could  assure  Mr.  Bowers  that  he  and  those  asso- 
ciated with  him  in  the  Insrtitute  had  a  most  kindly  feeling 
towards  those  who  were  sediing  to  displace  them.  He 
thought  they  migiit  also  con^atulate  themselves  upon  the 
position  of  the  Institute  which,  in  time,  they  were  going 
to  join.  That  Institute  had  shown  a  most  remarkable 
development.  Twenty  years  ago  he  had  occasion  to 
investigate  and  poke  about  in  order  to  find  the  origin  of 
the  practice  of  a  Chartered  Accountant.  He  could  not  get 
it  any  further  back  than  the  year  1776.  He  was  at  that 
time  occupied  in  preparing  a  paper  to  be  read  befcure  the 
first  autumnal  meeting  of  the  Institute,  which  was  held  at 
Manchester.  He  traced  back  the  profession  of  accountants 
to  one  firm  in  the  year  1776,  and  he  hoped  that  firm  would 
not  be  forgotten.  It  was  the  firm  of  Shortney  &  Millne— 
the  only  firm  that  appeared  in  the  London  Directory ;  and 
be  did  not  suppose  any  other  firm  appeared  in  any  other 
directory.  They  were  commercial  accountants.  That  was, 
so  far  as  he  could  find  out,  the  beginning  of  the  profes- 
sion. He  followed  it  up  until  forty-fonr  years  later  there 
were  forty-foui  members  exactly — that  was  in  i8ao — ^tn  the 


London  Directory.  To-day,  he  did  not  know  how  many 
there  were  in  the  London  Directory,  but  there  were  3,500 
in  the  Institute  of  Chartered  Accountants  alone.  That 
was  certainly  the  most  remarkable  development  that  could 
ever  have  taken  place  in  any  profession  since  the  world 
began,  so  he  thought  they  might  congratulate  themselves 
upon  tlieir  extraordinary  power  of  development,  and  th^ 
might  congratulate  the  students  upon  coming  into  a  pro* 
fession  which  had  such  an  extraordinary  power  of  expand- 
ing itself.  Then  perhaps  he  might  refer  to  the  changes 
which  had  taken  place  in  the  profession,  in  just  a  word 
or  two.  When  be  entered  the  profession,  a  little  more 
than  forty  years  ago,  there  were  certain  names  that 
attracted  him— the  names  of  Coleman,  Quilter,  Harding, 
an  so  on — and  those  gentlemen  were  engaged,  so  far  as  be 
understood  at  the  time,  in  a  few  bankruptcies  and  liquida- 
tions. So  matters  have  gone  on,  but  the  present  position 
was  that  they  looked  upon  liquidations,  bankruptciei,  and 
things  of  that  kind  as  a  small  matter.  They  had  come  to 
be,  as  Sir  Edgar  Speyer  had  very  kindly  suggested,  some- 
thing in  the  nature  of  the  guardians  of  morality,  and  of 
the  commercial  and  financial  life  of  London  and  of  the 
country.  That  was  a  most  honourable  position  to  occupy. 
He  had  been  voy  much  impressed  by  what  Sir  Edgar 
said,  and  hoped  they  had  all  taken  it  to  heart  and 
recognised  that  that  was  their  mission— that  they  had  to 
take  a  high  tone  and  consider  themsdves,  in  their  capacity 
as  auditors,  as  watching  over  the  commercial  repute  of  the 
country.  A  Chartered  Accountant's  certificate  had 
achieved  a  remarkable  reputation  in  the  couoiry.  It  was 
looked  upon,  so  far  as  he  had  been  able  to  judge,  as  some- 
thing that  one  could  trust  Why  was  this?  Looking  back 
over  the  forty  years  and  more  during  which  he  had  been 
in  the  profession,  he  could  not  recall  a  single  instance  in 
which  an  accountant  bad  been  accused  of  giving  a  corrupt 
certificate.  Others  might  recall  it,  but  he  could  not.  Care- 
less, indiscreet  certificates,  unwise  certificates,  foolish 
certificates  there  had  been,  but  a  corrupt  certificate  he  had 
never  heard  of.  (Applause.)  That  went  to  explain  why 
the  certificate  of  a  Chartered  Accountant  had  the  repute 
which  it  had  to-day.  Certainly  he  had  no  recollection  in 
connection  with  the  Institute  of  one  of  thnr  members — 
although  there  had  been  many  offences  which  had  come 
before  the  authorities  of  the  Institute — ever  having  wilfully 
given  a  corrupt  certificaite.  That,  he  thought,  was  a  matter 
upon  which  they  might  congratulate  themselvtis — both 
those  in  the  Institute  and  those  who  were  entering  the  pro- 
fession. Well,  Mr.  Waterliouse  two  years  ago  told  them 
that  the  profession  of  accountancy  was  in  its  infancy,  but 
Mr.  Peat  a  year  or  two  ago  told  them  that  the  Institute 
was  a  nursery.  Well  the  two  positions  were  not  quite  con- 
sistenA,  for  the  infant  could  ^^^^^^^fl^. 
but  the  profession  of  accountancy  had  a  family  w  some 


746 


THE    ACCOUNTANT         December  15,  1906. 


thousands  of  children  coining  on.  Having  mentioned  the 
name  of  Mi.  Waterhouse,  he  wished  to  say  that  that  gentle- 
man had  expressed  very  great  regret  at  not  being  able  to 
be  present.  He  saw  Mr.  Wateilioase  on  tbe  previous  day, 
and  told  him  it  was  hds  duty  to  come,  bat  he  explained 
that  owing  to  his  condition  of  health  he  was  unable  to 
come  out  at  night  at  this  time  of  year.  In  conclusion,  the 
Chairman  remarked  diat  from  what  Sir  Edgar  Sp^er  bad 
sadd  he  was  entitled  to  say  this  much,  that  if  they  might 
not  be  proud  of  the  profession  and  of  the  Institute  they 
were  entering,  at  all  evMits  they  need  not  be  ashamed  of  it. 
(Applause.) 

During  the  evening  an  excellent  musical  programme 
was  carried  through,  a  large  number  of  the  items  being  ol 
the  humorous  order  and  being  evidently  thoroughly 
acceptable.  The  evening  from  first  to  last  was  spent  very 
pleasantly,  thanks  to  tbe  gentlemen  who  were  responsibU 
for  the  arrangements. 


f  actorp  Bccountittd  as  BppHeD  to 
Aacbtne  Sbops.— iv. 


By  JOHK  WUITUOSE. 


(From  Tkt  Journal  of  Accountancy,  New  York.) 
I  described  to  you  in  the  last  article  the  way  in  which  tbe 
cost  of  having  and  maintaining  factory  capacity  is  divided  up 
so  as  to  determine  tbe  cost  of  having  and  maintaining  each 
unit  of  the  factory  capaoty,  that  is,  as  far  as  machine-tool 
units  are  concerned.  And  I  described  to  you  how  the  factory 
capacity,  actually  utilised  In  making  the  various  products  of 
the  factory,  is  charged  into  the  respective  Cost  Accounts  for 
the  various  products.  You  will  remember  that  the  method 
of  doing  this  is  to  divide  the  total  annual  expense  of  a 
machine  by  the  number  of  hours  during  which,  according  to 
a  careful  calculation,  the  machine  should  be  actually  used 
in  the  course  of  a  year,  thus  arriving  at  the  expense  of  the 
machine  per  hour  ;  and  then  to  record  the  time  the  machine 
is  engaged  on  the  individual  job,  or  article  being  produced  ; 
and  finally  to  multiply  the  hourly  rate  by  the  time  and  to 
charge  the  resulting  6gare  into  the  coat  account  for  that  job, 
or  article  ;  and  by  means  of  tbe  monthly  summary  drawn 
out  from  the  Machine  Rates  Ledger,  to  charge  that  same 
figure  into  the  Manufacturing  Account  in  the  General 
Ledger,  for,  as  must  constantly  be  borne  in  mind,  tiie 
Manufacturing  Account  in  the  General  Ledger  is  always 
kept  in  agreement  with  tbe  sum  of  the  open  Cost  Accounts. 

And  you  will  remember  that  I  said  to  you  that  inasmuch 
as  machines  may  be  idle,  not  only  for  that  small  propor- 
tion of  their  time  wbich  under  the  best  management  may 
be  unavoidable,  but  also  from  lack  of  business,  or  from 
faulta  in  the  shop  management,  or  because  machines  are 


ill  adapted  to  the  work  of  the  shop ;  and  inasmuch  as  tbe 
expense  of  machines  when  they  axe  idle  from  these  latter 
causes  is  no  part  of  the  proper  and  nKessary  cost  of  the 
article  produced  by  tbe  machines  in  operation ;  therefore 
this  expense  of  machines  idle  is  not,  either  with  tbe 
greatest  propriety,  or  with  the  greatest  convenience  or  use- 
fulness, charged  into  the  cost  of  the  articles  produced,  but 
is  charged  to  a  separate  account  for  idle  capacity.  This 
completes  the  disposition  of  the  expenses  which  were 
absorbed  in  the  machine  rates. 

You  will  further  remember  that  for  these  debits  to  the 
Manufacturing  Account  in  the  Gmeral  Ledger  and  to  the 
Idle  Capacity  Account  in  the  General  Ledger,  the  corre- 
sponding credit  is  made  to  a  General  Ledger  Account 
entitled  "Machine  Rates  Account." 

Now  the  expenses  which  have  been  absorbed  into  the 
machine  rates  are,  first,  a  proportion  of  the  following, 
representing  tbe  cost  of  factory  space : — 

Interest  on  Investment  in  Land. 

Interest  on  Investment  in  Buildings. 

Repairs  to  Buildings. 

Depreciation  of  Buildings. 

Heat  and  Light. 

Taxes  on  Land  and  Buildings. 

Insurance  on  Buildings. 
Second,  the  wiiole  of  the  following,  representing  the  cost 
of  machinery:  — 

Interest  on  Investment  in  Machineiy. 

Repairs  to  Machinery. 

D^reciation  of  Machinery. 

Taxes  on  Machinery. 

Insurance  on  Machinery. 
And  I   described   to  you  bow   the  machine  rates 
might  also  include  expenses  which  would  be  represMted 
in  tbe  General   Ledger  by   three  additional  accounts, 
viz. :  — 

Special  Supplies. 

Special  Superintendence. 

Special  Tools  Expense. 
I  told  you  that  the  cost  of  &ctory  space  is  distributed 
at  least  to  tbe  following:— 

Cost  of  Power. 

Machine  Rates. 

Storehouse  Expense. 

General  Factory  Expense. 

General  Office  Expense. 
The  charges  for  factory  ^ace  to  tiie  General  Ledger 
Accounts  representing  these  expenses  should  be  made 
monthly,  a  fixed  monthly  charge  to  each  according  to  the 
floor-space  ascertained  to  be  taken  by  each,  at  the  cost  per 
square  foot  of  ftoor-space  determined  aa  I  described  to 
you.  When  these  debits  are  nuide,  a  corseqwniUDg 
credit  has  to  be  madef)^Wt^dt)^Biri^«»kf^^k(^eDeral 
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Ledger  Account  shoald  b«  opened  entitled  'Factoiy  Spncs 
Account." 

Now  I  am  gfoing  to  set  out  the  piincipal  worlcing 
accounts  in  the  GenH-al  Ledger  of  a  machinery  manu- 
facturing business,  in  order  tiiat  we  may  see  just  what  they 
are  and  what  their  relations  to  each  other  are,  and  in  order 
to  bring  out  clearly  the  point  at  which  we  have  arrived  in 
considering  theii  character  and  the  manner  of  keeping 
them,  and  in  order  to  see  what  acconnts  remain  to  be 
considered. 

First,  we  have  the  three  acconnts  which  repiesent  the 

stock  nf  materials,  and  goods  in  process  of  manufacture, 
and  finished  goods.  I  have  described  the  Stores  Account 
fully  to  you,  and  I  have  partly  described  the  Manu- 
facturing Account,  and  I  have.  I  thinks  pret^  fully  indi- 
cated ttie  way  in  which  the  finished  Stock  Account  is  kept, 
the  R»anner  of  keeping  it  being  indeed  paralld  with  the 
manner  of  keeping  the  Stores  Account. 

Then  there  are  the  accounts  representing  the  cost  o' 
factoiy  space,  being,  as  I  have  just  said,  the  acconnts  for 
interest  on  investment  in  land  and  buildings,  and  for 
taxes  on  land  and  buildings,  and  for  building  repairs  and 
depreciation  and  insurance,  and  for  light  and  heat.  And 
against  these  debit  accounts  we  have  the  credit  accouni 
entitled  'Factory  Space  Account." 

Then  there  are  the  accounts  representing  expenses  o' 
having  and  maintaining  machinery,  and  the  first  of  these 
expenses  is  the  proportionate  cost  of  factory-space,  which 
which  may  be  charged  to  a  "Machine  Space  Account*' 
These  accounts  would  therefore  be:  — 
Machine  Space. 

Interest  on  Investment  in  Machinery. 

Repairs  to  Machinery. 

D^reciation  of  Machinery. 

Taxes  on  Machinery. 

Insurance  on  Machineiy. 

Special  Supplies. 

Special  Superintendence. 

Special  Tools  Expense. 
And  i^ainst  these  debit  acconnts  we  have  the  credit 
account  entitled  "  Machine  Rates  Account." 

And  in  the  next  place  thwe  are  the  accounts  representing 
the  cost  of  power.  The  first  item  in  Utia  cost  is  the  charge 
for  factoiy  spac»  occupied  by  the  power  plant,  and  e 
'Power  Space  Account"  may  be  opened  to  take  thit 
charge.   These  accounts  will  then  be :  — 

Power  Space. 

Interest  on  Investment  in  Power  Plant. 

Power  Plant  Repairs. 

Power  Plant  Depreciation. 

Fuels. 

Watu-. 

Firemen's  Wages. 
Engineers*  Wages. 
Power  Plant  Supplies. 


And  against  these  debit  acconnts  we  will  open  a  'Power 
Credit  Account,"  which  will  be  credited  with  the  cost  of 
power  as  it  is  distributed.  The  way  in  which  it  is  dis- 
tributed is  one  of  the  things  I  want  to  describe  to  yon  this 
evening. 

And  then  there  is  the  Storehouse  Expense  Account,  of 
which  I  have  spoken,  and  this  is  charged  with  the  stor^ 
house  space,  storehouse  wages,  and  sundry  stordiousa 
expenses.  It  is  also  charged  with  interest  on  the  averse 
investment  in  materials  in  the  storehouse. 

I  should  perhaps  have  spoken  before  of  the  account  to 
which  interest  on  investment  is  credited  when  it  is  charged 
to  the  several  divisions  of  the  expenses.  This  account  may 
be  called  "Interest  Credit  Account."  It  is  credited  with 
the  interest  on  investment  which  is  part  of  the  factory 
space  cha^%  and  with  that  which  enters  into  the  machine 
rates,  and  with  that  which  enters  into  the  expense  of 
power;  and  then  with  the  interest  charged  to  Storehouse 
Expense  Account ;  then  with  interest  on  the  average  goods 
in  process  of  manufacture,  iriiich  is  part  of  the  factoiy 
general  expenses ;  and,  finally,  with  interest  on  the  capital 
employed  at  the  selling  end  of  the  business,  which  is  part 
of  the  commercial  and  not  of  the  manufacturing  expenses. 
So  that  this  "Interest  Credit  Account"  is  credited  witii 
interest  on  all  the  capital  employed  in  the  business. 
Against  this  credit  there  will  be  found  in  the  regular 
Interest  Account  the  expense  of  interest  on  borrowed 
capital,  and  the  difference  between  the  two  is  interest  on 
the  capital  stock  which  we  started  out  to  provide  in  our 
cost  figures. 

I  think  1  ought  to  warn  you  that  this  is  a  method  of  my 
own,  and  that  as  far  as  I  know  it  is  not  used  except  where 
I  have  used  it,  and  that  it  is  without  other  authority,  unless 
that  authority  be  found  in  the  logical  necesnties  of  the 
accounting,  and  in  tiie  practical  usefulness  of  the  metiiod. 

Wo  now  have  certain  remaining  expenses  which  are 
purely  general  expenses — that  is,  general  to  the  operations 
of  the  single  department  or  individual  shop,  or  general 
to  the  operations  of  the  whole  factoiy.  The  accounts  for 
the.<;e  may  be  :  — 

Shop  No.  I,  General  Expense. 
Shop  No.  3,  General  Expense. 
Factoiy  General  Expense. 

And  the  chafes  to  dwse,  and  the  manner  of  absorbing 
these  expenses  in  the  Cost  Accounts,  is  another  thing  I 
want  to  talk  to  you  about  this  evening. 

I  have  as  yet  said  nothing  about  the  labour  accounts. 
The  whole  subject  of  directly  productive  labour  t 
hope  to  take  up  in  my  next  article.  The  treatment 
of  indirect  or  general  labour  will  be  practically  covered  by 
what  I  say  this  evening  concerning  the  treatment  of  depart, 
ment,  or  individual  shop,  ^«al  exp^^^^n^^rf^iy 
general  expenses.  ^         y  ^ 
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Of  course  directly  prodoctiTe  labour  is  distributed  to  the 
Cost  Accounts  for  the  various  products,  exactly  as  the 
labour  is  recorded  as  being  expended  on  each;  and,  of 
course,  the  total  of  it  is  charged  to  the  Maaufacturing 
Account  in  the  Geoerat  ledger,  which  must  be  kept  in 
^reement  with  the  Cost  Accounts.  When  tbis  is  done,  and 
the  distribution  of  the  pomr  expense  is  complete,  and  the 
distribution  of  indirect,  or  general  expenses,  is  complete, 
the  Cost  AccouDits  and  the  debit  side  of  the  Manufacturing 
Account  will  be  pretty  nearly  complete  also. 

If  a  pow«r  plant  consisted  of  one  or  more  boilers  sup- 
plying steam^  solely  to  oiie  or  mcav  engines  developing 
power  to  be  transmitted  by  a  common  means  for  the  pur- 
pose  of  rumning  Iftie  machinery  of  a  single  manufacturing 
plant,  and  if,  as  I  suggested  in  my  last  lecture,  no  distinc- 
tion should  be  made  in  the  cost  of  the  unit  of  power, 
which  we  will  consider  as  the  horse-power  hour,  at  the 
machines,  whether  the  power  were  transmitted  a  greater  or 
a  lesser  distance,  we  could  very  easily  make  a  distribution 
of  the  power  expense  to  the  various  Cost  Accounts.  Know- 
ing the  total  of  the  power  expense,  it  would  be  necessary 
to  ascertain  as  closely  as  possible  the  units  of  power 
delivered  at  the  machines,  and  dividing  the  expense  by  the 
number  of  units,  charge  the  respective  operations  with  the 
resulting  figure,  multiplied  by  the  number  of  horse-power 
taken  by  the  machine  in  operatioo,  multiplied  by  the 
runnit^  time  of  the  machine. 

There  are  two  ways  to  ascertain  more  or  less  closely  the 
units  of  power  delivered  at  the  machines.  One  is  for  the 
engineer  to  make  a  series  of  determinations  of  the  power 
developed  by  the  engine,  and  of  the  power  lost  in  trans- 
mission, to  arrive  at  the  power  delivered  at  the  machines, 
these  determinations  being  of  sufficient  number,  and  taken 
at  such  times,  and  over  a  sufficient  period  of  time,  so  that 
the  average  of  them  shall  pret^  surely  represent  the 
average  operation  of  the  shops.  And  the  other  is  to  deter- 
mine as  closely  as  possible  iriiat  power  each  machinB  takes, 
on  an  average  of  its  operations,  when  actually  running, 
and  then  to  get  a  record  of  the  running  time  over  a 
sufficient  period,  and  arrive  at  one's  conclusion  by  this 
apparently  more  direct  but  still  fallible  method.  By  using 
the  two  methods  in  conjunction  with  each  other,  and  each 
with  care  and  perseverance,  one  could  doubtless  arrive  at 
pretty  correct  figures. 

But  the  distribution  of  the  power  expense  is  less  simple 
than  this,  because  as  a  rule  the  operations  of  a  power  plant 
are  of  a  less  simple  character.  Moreover,  the  method  out- 
lined would  by  no  means  be  in  conformity  with  the  prin- 
ciple of  analytical  Cost  Accounts,  inasmuch  as  it  merely 
aims  to  determine  a  cost  figure,  and  not  to  show  with  all 
the  clearness  possible  the  conditiosis  which  are  affecting 
the  cost. 

Steam  is  generally  used  from  the  b(»lers  for  more  than  a 


single  purpose.  It  may  be  nsed  for  heating,  or  for  the 
operation  of  pumps,  or  for  the  operation  of  two  or  more 
engines  used  for  entirely  diffrarat  purposes,  or  for  all  of 
these.  It  is  absolutely  necessary  under  these  circumstances 
to  get  some  measure  of  the  steam  furnished  by  t^e  boilers 
for  the  several  purposes  for  which  steam  is  furnished. 

For  the  two  purposes  of  the  accounts — viz.,  to  conaCantly 
control  the  efficiency  and  tbe  economy  of  the  operations, 
and  to  accurately  determine  and  distribute  costs,  it  is 
necessary  first  that  a  current  record  be  made  of  the  steam 
produced,  and  the  conditions  under  which  it  is  produced, 
and  die  cost  of  prodmnng  it ;  that  is,  of  the  coal  consumed, 
and  the  water  eviq>orated.  and  of  the  tempmBtnre  of  the 
water  that  goes  into  'die  boilers,  and  of  the  boiler  pressures. 
Then  a  record  must  be  kept  of  the  engines  operated,  and 
the  power  developed  must  be  arrived  at  as  closely  as 
possible  by  the  means  I  have  described,  and  the  pounds  ol 
«t«am  used  by  each  engine  for  each  unit  of  bcHse^wer 
deveJuped  must  be  determined,  and  so  an  account  made  of 
steam  consumption  to  set  against  the  record  of  steam 
produced. 

It  is,  however,  necessary  to  make  an  initial  and  tentative 
distribution  of  the  steam  expense  on  the  basis  oi  an 
engineer's  calculations,  just  as  the  power  charges  are  first 
made  in  the  Cost  Accounts  on  the  basis  of  such  calcula- 
tions. If  careful  and  thorough  records  are  kept,  the  credits 
for  steam  and  the  credits  for  power  set  up  on  the  basis  of 
these  calculations  will  be  compared  with  the  records  of 
steam  and  power  generated  and  with  the  cost  of  the  same, 
and  calculations  will  be  gradually  corrected. 

The  steam  expense,  of  course,  includes  the  chaise  for 
boiler  space  and  fuel  storage  space,  and  interest  on  the 
investment  in  boilers,  and  all  the  expenses  of  operating  the 
boilers  and  keeping  them  in  repair,  and  writing  deprecia- 
tion ofl  from  them.  The  total  steam  expense  having  been 
arrived  at  and  divided  up  in  the  first  place  accOTdiog  to  the 
engineer's  calculations  of  the  ways  in  which  the  steam  is 
nsed,  we  have  the  beginning  of  our  calculation  of  the  cost 
of  power  furnished  to  the  machines. 

The  cost  of  power  furnished  by  an  engine  consists  of  the 
proportionate  charge  against  the  engine  for  factory  ^>ace, 
interest  on  the  investment  in  the  engine,  expense  of 
operating,  and  repairs  and  depreciation,  and  the  cost  of 
steam  used.  The  total  of  these  being  arrived  at,  and  the 
average  power  developed  by  the  engine  and  the  average 
power  consumed  in  trannoission  having  been  detMmined, 
the  total  expense  is  divided  by  the  horse-power  calculated 
to  be  available  at  the  machines,  and  the  cost  per  horse- 
power is  arrived  at. 

Yon  will  remember  that  I  said  to  yon  that  wlule  it  is 
somewhat  laborious  to  determine  accurately  the  e:q>ense  of 
the  individual  machine  per  annum  in  order  to  arrive  at  a 
just  hourly  machine-rate,  iiothing.  is  uaqtler  th^  ^e  use. 
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m  the  Cost  Acconnts,  of  tiie  machine  rates,  once  detei- 
mined.  In  Ibe  same  way,  while  it  is  somewhat  laborious 
to  detenniae  even  apprcoimately  the  cost  of  the  unit  of 
power  taken  by  the  macbiDes,  the  use  in  the  Cost  Acconnts 
of  this  figure,  once  determined,  is  as  simple  as  making  any 
other  conceivable  Cbaiige  in  the  Costs  Accounts  to  repre* 
seat  the  eiqmiBe  of  power.  And  vrtule  in  all  factory 
accounting  it  must  be  carefully  aimed  to  secure  economy 
in  the  current  work,  pains  must  not  be  spared  in  the 
occasional  and  special  work  which  should  give  the  current 
work  both  simplicity  and  soundness. 

We  now  have  the  engineer's  calcalation  of  the  average 
poWK  taken  by  each  machine  when  running,  and  we  have 
a  calculation  of  the  cost  of  the  unit  of  powec  at  the 
machines.  We  need  a  record  of  the  actual  running  time  of 
the  madiines,  and  we  can  then  make  the  chaqp  for  poww 
in  the  various  Cost  Accotrnts,  charging  Ae  total  to  the 
General  Ledger  Maaufactoring  Account  and  crediting  it 
to  the  General  Lec^r  "Power  Credit  Account." 

You  will  remember  that  I  told  you  that  the  li^ur  tu:kets 
made  out  by  eveiy  workman  doing  diieetly  productive  work 
for  each  job  wotted  an,  show  the  workman's  number,  and 
the  job,  and  the  madiine  tool  used ;  and  the  time ;  and 
that  this  information  is  transcribed  on  the  workman's 
Weekly  Sheet  where  his  wages  are  determined,  and  that 
the  postings  of  machine  time  axe  made  from  these  Weekly 
Sheets  to  tiw  Hadiine  Rates  Ledger,  in  which  an  account 
is  kept  for  each  machine,  and  that  from  the  Machine  Rates 
Ledgei  postings  of  madiine  rates  are  made  to  the  Cost 
Accounts. 

I  want  now  to  explain  to  yon  how  the  power  cfaa^  is 
brought  into  the  Machine  Rates  Ledger,  and  how  tixt  post- 
ing from  the  Machine  Rates  Ledger  to  the  Cost  Accounts 
includes  both  the  machine  rate  and  the  power  rate. 

We  have  the  total  time  the  machine  is  engaged  on  the 
job,  and  inasmuch  as  ^be  machine  is  not  actually  running 
the  whole  of  this  time,  we  need  to  know  the  non>running 
time  in  order  to  deduct  it  and  arrive  at  the  time  for  which 
power  is  chargeable. 

Fox  tfads  purpose  a  record  of  the  non-running  time  is 
kept  in  die  shops.  Hie  sheet  used  for  the  purpose  is  like 
this:— 


Non-Rdnning  TniB— Week  ending 


Wocfcinui's 
Nonber 

Job 

No. 

Machine 
No. 

From 

To 

Ek  tens!  on 

Day 

Hour 

Day 

Hour 

Hrs. 

Min. 

And  now  I  want  to  show  yon  the  complete  Madiine  RUes 
Ledger  form. 


Magbimb  No. 


Machine  Rate   Power  h.p.  Rate 


Woiknun 

From 

To 

Total 
Time 

Power 

is 

n 

■-» 

Day 

Hr. 

Min  Day 

Hr. 

Min 

Hrs 

Hin 

His 

Min^  " 

1 

i 
1 

1 

As  far  as  the  "Total  Time"  column  the  entry  is  made 
from  the  workmen's  Weekly  Wages  Sheets,  and  the 
"Power  Time"  is  arrived  at  by  taking  the  ncm-numing 
Time  Sheet  for  the  same  week  and  deducting  the  non- 
running  time  recorded  for  the  particular  job  and  the 
particular  maclune. 

It  is  not  attempted  to  record  on  the  non-running  Time 
Sheet  every  little  interruption  of  the  running.  The  plan 
is  to  make  a  record  of  the  time  taken  to  adjust  machines 
for  the  jobs,  and  to  put  the  materials  in  the  machines ; 
and  of  th«  time  elapsing  after  the  machine  stops  running 
until  it  is  actually  released  for  the  next  job;  and  in  no 
case  to  record  non-running  time  under  a  certain  limit,  at 
which  it  is  seen  tiiat  the  difference  in  the  power  charge 
begins  to  be  immaterial. 

You  ^11  see  that  the  accuracy  of  all  extensions  and  all 
footings  in  the  Machine  Rates  Ledger  can  be  easily  proved 
by  extending  the  footings  of  total  time  and  pow^  time  at 
the  respective  rates  at  the  head  of  the  account. 

And,  further,  concerning  the  Machine  Rates  Ledger,  I 
Will  repeat  to  you  what  I  said  last  week,  changing  it  only 
so  as  to  include  the  power  item  which  I  was  excluding 
then,  t>ecau8e  I  had  not  yet  explained  it  to  you  :  — 

"The  charges  of  machine  time  and  of  power  having  been 
"  posted  to  the  Maclune  Rates  Ledger  for  a  given  period, 
"  which  it  is  conveaieot  to  make  evra  weeks  instead  of  the 
"  month,  inasmuch  as  Hie  postings  are  made  from  Weekly 

Sheets,  a  statement  is  drawn  ofi  ixom  this  Ledger  in  the 
"following  fonn:  — 


Machine  1 

No.  1 

Time 

Chafed 

Amount 

Idle  Time 

Amount 

Power 

1 

i 

i 

i 

**  The  idle  time  for  each  machine  heii^,  of  course,  the 
"  difference  betvreen  the  time  charged,  and,  if  the  period  is 
-'a  four  weeks*  period,  four  fifty-second  parts  of  the 
number  of  hours  into  which  the  machine  expense  for  the 
-"year  was  divided.  Then  a  Journal  entry  is  made  :— 

Manufacturing  Account 
liii  CaPadiy  Aeeoimt 

Mtehint  Satn  Aeeoimt 
Powtr  Credit  Account 
"  the  debit  to  the  ManufwUurmg  Account  beios^Jor  the 
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*'  charged  machine  time  and  the  power,  these  beiDg  what  are 
"posted  into  the  Cost  Accounts." 

And  now  it  is  necessary  that  I  describe  to  you  the  ruling 
of  the  Cost  Accoaats,  because  I  am  coming  to  the  matter  of 
the  charges  in  these  accounts  for  indirect  expenses ;  and  as 
the  charges  of  indirect  expenses  are  based  on  two  or  three 
classes  of  diiect  obarges  separately,  it  is  necessary  to  pro- 
vide separate  columns  for  these  different  classes  of  direct 
cha^s,  so  that  the  total  of  each  may  be  readily  available 
and  the  chafes  for  indirect  expenses  made  accordingly. 

The  form  of  the  Cost  Ledger  Account  will  then  be  some- 
thing like  this :  — 

Shop  Order  Ko  

For,  


— ■  

Materials 

Direct 
Labour 

To 

Machine  e„„A^^. 
Rates  Sundries 

tal 
Cr. 

Now  the  St 



xehouse 

Expense 

1 

Account,  which,  as  I 

have 

told  you,  consists  of  the  charge  for  factory  space,  store- 
house wages,  and  sundry  expenses,  and  the  charge  for 
interest  on  tibe  average  investment  in  materials^in  the 
stonhoose,  is  absorbed  in  the  Cost  Accounts  by  charging 
a  percentage  on  the  total  the  Materials  column.  This 
percentage  correspoods  to  the  ratio  between  the  annual 
storehouse  expense  and  the  value  of  the  materials  drawn 
out  of  store  in  the  course  of  the  year. 

Next  we  have  the  Department,  or  Individual  Shop, 
Expense  Accounts.  These  consist  in  each  case  of  the 
department  foreman's  wages,  tbe  wages  of  any  clerks  in  the 
department,  and  any  other  wages  of  purely  iodirect  and 
general  labour ;  then  the  expense  of  sundry  general  sup- 
plies;  then  a  proportion  of  the  expense  of  the  Tool 
Depaztnwnt  furnishing  small  tools  for  geonal  uses  to  the 
departments  as  they  need  them,  and  receiving  them  hack 
from  the  departments  when  the  purpose  for  which  they 
WMe  obtained  is  fulfilled.  And  finally  any  other  purely 
general  expenses  of  the  department. 

And  then  there  is  the  Factory  General  Expense  which 
includes  all  manufacturing  expenses  which  not  only  cannot 
be  connected  with  any  particular  job,  but  that  also  cannot 
be  connected  wi&  any  particular  department.  Snch  arc 
the  general  superintendent's  salary,  and  the  chaige  for 
factory  space  for  the  general  factory  offices,  the  wages  o' 
watchmen  and  timekeepers,  and  ixdexeat  on  the  average 
investment  in  work  in.  progress. 

Each  department,  of  course,  bears  its  own  general 
expenses,  and  the  productive  departments  together  bear 
the  factory  general  expenses.  The  basis  of  distribution 
which  I  shall  propose  is  tiie  same  in  the  two  cases. 


You  will  see  that  we  have  clearly  established  the  inci- 
dence of  a  very  large  part  of  tbe  total  factcny  rapeases. 
and  that  there  is  nothing  left  but  expenses  whidi  have  no 
j^cial  traceable  incidence,  and  that  must  be  regarded  as 
falling  on  all  die  operations  impartiaUy.  The  operations 
are  operations  of  men  and  machines,  the  machine  expeitse 
lisiog  and  the  labour  expense  falling,  or  the  machine 
expense  falling  and  the  labour  eqwnse  rising  tfiroogfaont. 
So  intimately  are  these  two  expenses  related  to  and 
dependent  upon  each  other  that  they  were,  in  a  quotation 
I  read  to  you  in  my  first  lectun,  called  together  the  "total 
labour  cost."  1  do  not  therefore  propose  to  separate  them, 
choosing  one  and  rejectiDg  the  other,  when  I  need  figures 
wbich  are  representative  of  the  total  operations  as  a  basis 
for  the  distribution  of  expenses  which,  as  I  have  said,  are 
without  any  special  traceable  incidence,  and  mast  be 
r^arded  as  falling  on  all  the  operations  impartially. 

The  chaxge  for  the  general  eiqienses  of  a  department  is 
therefore  made  by  means  of  a  percentage  corresponding  to 
the  ratio  between  the  total  machine  rates  in  the  department 
plus  the  total  direct  labour  to  operate  the  machines  fuHy, 
and  tbe  amount  of  the  department  general  expeosea;  and 
this  percentage  is  added  in  the  Cost  Accounts  to  the  direct 
labour  and  machine  rates  of  that  department. 

And  Uie  charge  for  the  factory  general  expenses  is  made 
by  means  of  a  percentage  corresponding  to  the  ratio 
between  the  total  machine  rates  in  the  factoiy  pLaa  the 
total  direct  labour  to  t^wrate  the  machines  tn  the  lactoty 
fully,  and  the  amount  of  the  factoiy  general  expenses  ;  and 
this  percentage  is  added  in  the  Cost  Accounts  to  all  the 
direct  labour  and  machine  ratea. 

In  practice  the  two  percentages  are  combined.  That  is  to 
say,  if  the  general  expense  percentage  for  Department  No.  x 
were  20  per  cent,  and  for  Department  No.  2  25  per  cent., 
with  the  general  factory  expense  20  per  cent.,  then  in  the 
cost  amounts  the  only  figure  nsed  would  be  40  per  cat.  to 
add  to  direct  laboor  and  machine  rates  in  Department  Na  x, 
and  45  per  cent,  to  add  to  direct  labour  and  machine  rates 
in  Department  No.  2, 

It  will  be  noticed  that  these  debits  to  tbe  Cost  Accoants 
are  not  posted  from  a  statement  previoiuly  compiled,  but 
originate  In  the  Cost  Ledgers.  It  is  therefore  necessary  to 
create  a  record  of  them,  and  this  is  done  by  having  an 
account  in  tbe  Cost  Ledgers  headed  General  Expense 
Credits,  and  when  the  debits  are  made  in  the  Cost  Accovnts, 
corresponding  credits  are  made  in  this  General  Expense 
Credits  Account  in  the  Cost  Ledger,  and  the  total  of  tiMm 
is  thence  journalised  for  the  General  Ledger,  as  follows : — 
UaMufaeturiMg  Acanmt 

To  Gmural  Expnm  Cndit  Ateommt 
so  we  have  a  General  Expense  Credit  Account  in  the 
General  Ledger  also.  ^  ■ 

Now  you  will  notice  t&i^tilbfl!  tywcflBtii^^lQeneral 
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expeoses  were  determined  on  the  basis  of  full  operation  of  the 
machines,  and  consequently  a  full  pay-roll.  How  much  the 
month's  machine  ratescharged  and  actual  pay-rdl  &11  short 
of  the  full  figures  used  as  a  basis  can  be  eauly  aacertalned, 
and  the  percentages  upon  the  differences  in  the  respective 
departments  figured  and  a  Journal  entry  made  for  the 
amonnt: 

Capacity  AecOKHt 

To  Ctiural  Ej^tMse  Credit  Aetount. 
Then  the  Idle  Capacity  Account  is  charged  mth  the  whole 
expense  of  idle  capacity,  and  the  Machine  Rates  Ledger 
shows  just  what  capacity  idle  is  resulting  in  that  expense ; 
and  the  cost  figures  are  freed  from  the  fluctuating  and  con- 
fusing element  of  the  expense  of  capacity  idle  that  ought  to 
be  operated ;  and  profits  are  determined  on  the  basis  of 
these  cost  figures;  bat  against  these  profits  is  always  set  out 
the  idle  capacity  expense  that  has  to  be  deducted  from 
them,  giving  thus  the  net  result  of  the  operations,  subject 
always  to  certain  adjustments  of  values  that  have  to  be 
made  in  respect  of  any  shrinkages  from  the  book  value  of 
any  current  assets. 


Orchard's  Tables  for  the  Repayment  of  Loans,  Ac 

Compiled  by  J.  A.  Orchard,  F.LA. 

London,  1906 :  Shaw  ft  Sons,  Fetter  Lane.  Fleet  Street,  E.C. 
Fom^  Edition.  Price  17s.  6d. 
This  work  comprises  tables  dealing  with  the  repayment  of 
loans  by  instalments.  Sinking  Funds,  the  amount  of  a  ^ngle 
sum  and  of  an  annuity  at  future  dates,  and  the  present  value 
of  a  single  snm  due  a  number  of  years  hence,  as  well  as  the  | 
present  value  of  terminable  annuities.  The  number  cf 
different  rates  of  interest  are  sufficiently  exhaustive  for  all 
practical  purposes,  and  the  length  of  period  covered  is  also 
in  all  cases  ample.  We  think,  however,  that  the  tables 
would  have  gained  somewhat  in  cleamess  had  the  lines  been 
spaced  a  little  wider  apart.  In  other  respects  we  have  only 
commendation  for  this  excellent  work,  the  preparation  of 
which  must  have  involved  eniHrmous  labour. 


Official  Directory  of  the  Chartered  Accountants 
of  Scothind. 


Wm.  Blackwood  ft  Sons,  Edinburgh  &  I.ondon. 
The  1906  issue  of  the  Scottidi  Chartered  Accountants' 
Tear  "Batik  follows  the  lines  of  its  predecessors.  It  contains 
alphabetical  and  topographical  lists,  together  with  a  sum- 
mary thereof,  the  names  <A  the  office-bearers  of  Ae  three 
Chartered  Societies  and  of  the  General  Examining  Board, 
together  with  a  sammary  of  the  rules  for  admission  to 


membership,  a  syllabus  of  the  prescribed  examinations,  and 
a  list  of  the  Scottish  Students'  Societies,  with  their  office- 
bearers. Practically  the  only  omission  is  that  the  summary 
of  members  is  not  added,  and  thus  some  little  trouble  is 
involved  on  the  part  of  those  dedioos  of  arriving  at  any 
accurate  information  as  to  the  manner  in  which  Scottish 
Chartered  Accountants  are  scattered  throu^out  the  world. 
One  thing,  however,  is  dear,  and  that  is  that  a  very  large 
proportion  of  the  members  are  no  longn  practising  in 
Scotland. 


Aeetinos  for  tbe  ensuino  Meelt. 


Twi***)-— Institdtb  of  Chartered  Accountants.— General 
Purposes  Committee,  at  3  p.m. 
Royal  Statistical  Society. —Paper,  "  Estimates  of 
the  Realisable  Wealth  of  the  United  Kingdom,  based 
mostly  on  the  Estate  Duty  Returns,"  by  Mr.  W.  J. 
Harris  and  the  Rev.  Kenneth  Lake,  B.A.,  at  the 
Society's  Rooms,  g  Adelphi  Terrace,  Strand,  W.C. ; 
5  p.m. 

Wtimisdt^  —  KlKGSTOH-UPON-HOLL  ChARTBKBD  AcCOUN- 
Yanis  Students'  Society. — Lecture,  "The  Law  as 
to  Partnership,"  by  Mr.  Lawrence  J.  Kirkham, 
Solicitor,  at  the  Mall  of  the  Incorporated  Law 
Society,  Bowialley  Lane ;  7.45  p.m. 

Tkuniay — Chartbrbo  Accountants'  Bbnevolbnt  Asso- 
ciation.— ^Executive  Committee,  z.30  p.m. 


failures  anb  SUls  of  Sale  in  £n^lan^ 
atiD  Males. 


According  to  Kmp*s  Uma»HI*  Ga»tte,  the  total  number 
of  commercial  failures  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  Dec.  7th,  was  i^i,  viz.:— 
New  Bankruptcy  Proceedings  published  in  the  London  GatttU, 
87;  Deeds  of  Arrangement  registered,  64.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were : 
Bankruptcies,  gi ;  Deeds  of  Arrangement,  96 — total,  187  ; 
being  a  decrease  of  36.  The  total  number  of  commercial 
failures  recorded  daring  the  49  weeks  of  the  present  year  is 
7,gai ;  the  total  number  recorded  in  the  corresponding  49 
weeks  of  last  year  was  8,518,  showing  a  decrease  of  597, 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Dec.  7th,  was  157.  The  number  in  the  corresponding  week 
of  last  year  was  iSi,  sliowing  a  decrease  of  24.  The  total 
number  filed  during  the  49  weeks  of  the  present  year  is 
7,205  ;  the  total  number  filed  in  the  corresponding  49  weeks 
of  last  year  was  7,9541  showing  a  decrease  of  749. 


Debentures. 


The  Mortgages  and  Charges  r^stered  by  limited 
companies  in  England  and  Wales  daring  the  ending 
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Friday,  Dec.  7tb,  amoanted  to  /65o,oo2,  by  way  of 
addition  to  ^2,032,571,  previously  issued  by  the  same 
companies.  The  amoant  registered  in  the  corresponding 
week  of  last  year  was  ^£778,141,  showing  a  decrease  of 
^£'128,159.  The  total  amount  registered  during  the  49 
weeks  of  the  present  year  was  73.543,890  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  ;f  75.229^83  for  the  corresponding  49  weeks 
in  1903,  showing  a  decrease  of  £ifi&S^93, 


The  Profession  in  Scotland. 


Bflottiih  OhaFtered  Booletlei*  0eneral  Examining  Board. 

For  the  December  Examinations  being  held  by  the  above 
Board,  the  total  candidates  sitting  were  as  follows : — 

Preliminary  Examination,  on  ist  December,  yg  candidates, 
of  whom  42  are  from  Glasgow,  18  from  Edinburgh,  5  from 
Aberdeen,  3  from  Dundee,  2  each  from  Kilmarnock, 
Greenock,  and  Skelmorlie,  and  i  each  from  Stirling,  Inver- 
ness, Ardrossan,  Beith,  and  Paisley. 

Intermediate  Examination,  on  4th  and  6th  December, 
86  candidates,  of  whom  52  were  from  Glasgow,  31  from 
Edinburgh,  6  from  Dundee,  2  each  from  Aberdeen, 
Greenock,  and  London,  and  i  from  Inverness. 

Final  Examination,  on  3rd,  4th,  6th  and  ytii  December, 
42  candidates  for  the  whole  ettminatlon,  17  for  the  first 
dividon,  and  42  for  the  second  division.  Of  the  total,  47 
were  from  Glasgow,  32  from  Edinburgh,  8  from  Dundee, 
5  from  Aberdeen,  and  i  from  each  of  the  following  places ; 
Kilmarnock,  Paisley,  Ayr,  London,  Bradford,  Sheffield, 
Chaster,  St.  Anne's^n-Sea,  and  Belfast.  It  is  expected 
that  the  results  will  be  made  known  before  Christmas. 


AooonntaiiU'  Tolnnteer  Oampaaj, 

The  anneal  dinner  and  presentation  of  prizes  in  connection 
with  No.  6  (Acconntants')  Company,  Queen's  Rifle  Volunteer 
Br^ade,  took  place  in  the  Brigade  Head-quarters,  Edinhur;gb, 
on  the  24th  alt.  Captain  and  Hon.  Major  Wilson  presided, 
and  there  wttre  at  thadhinw  other  members  of  the  Chartered 
Acconntants'  Society,  and  offiows  of  the  brigade. 

Major  Wilscm  submitted  his  annual  report,  from  which  it 
appeared  that  the  company  had  worthily  upheld  its  tradi- 
tions. The  three  tests  of  superiority  in  shooting  might  be 
said  to  be,  first,  the  musketry  retnnu  (showing  the  standard 
of  marksmanship  all  over  the  company) ;  second,  the  Com- 
mandant's Cnp  (showing  ability  to  put  forward  a  large  and 
efficient  team  for  shooting  under  service  conditions);  and 
third,  the  Brigade  Championship  (showing  the  possession  of 
the  crack  team  of  six  men  for  scientific  shooting).  These 
competitions  were  open  to  all  the  thirty  companies  of  the 
br^fade,  and  were,  one  a      anotiier,  secured  by  No.  6.  In 


addition  to  such  proficiency  as  a  company,  the  prestige  of 
No.  6  had  been  maintained  at  Bisley  and  elsewhere  by  its 
members.  The  year  had  been  foil  of  interest  to  all  in  the 
company,  induding,  as  it  did,  besides  instructional  parades, 
route  marching,  tactical  exercises,  and  n^ht  attack.  Mr. 
Robert  Chapman,  F.F.A.,  manager  of  the  Caledonian 
Insurance  Company,  and  an  old  member  of  the  company, 
presented  the  prizes,  and,  after  remarks  by  the  ofiicer  com- 
manding the  battalion,  an  enjoyaMe  musical  programme 
followed. 


Sank  Kate  of  SHKonnt. 
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The  Prevention  of  Defalcationj. 


'pHE  correspondence  under  the  above  head- 
ing, which  commenced  in  oar  issue  of  the 
ist  inst.,  deals  with  a  subject  which  must  always 
be  of  especial  interest  to  accountants,  however 
r^jettable  the  circumstance  may  be.  Those 
responsible  for  the  inauguration  of  business 
systems  do  not  appear  always  to  realise  with 
sufficient  clearness  that  inadequate  systems  of 
control  are  liable  to  produt^^^^j^^^^^A^ 
ciple  of  effect  following  cause.  If  the  de^i^ers 
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of  these  inadequate  systems  were  to  be  roundly 
told  that  it  was  no  one's  fault  but  their  own  that 
crime  had  been  committed,  they  would  probably 
be  more  surprised  than  indignant ;  and  that, 
doubtless,  would  be  saying  a  good  deal. 
Nevertheless,  speaking  in  general  terms,  the 
proposition  can  hardly  be  seriously  disputed. 
We  do  not,  of  course,  for  one  moment  suggest 
that  it  is  applicable  to  each  individual  case, 
and  that  under  all  circumstances  fraud  must 
follow  upon  inefficient  control.  What  we  do 
say  is  that  fraud  is  in  almost  all  cases  begot  of 
opportunity,  and  that  it  is  most  exceptional  for 
anyone  to  commit  a  fraud  in  connection  with 
accounts  unless  he  feels  reasonably  sure  that 
he  will  be  able  to  put  the  deficiency  right 
before  the  irregularity  is  detected  ;  whereas 
an  adequate  system  of  supervision  would  give 
him  no  such  assurance  of  safety. 

The  account  given  by  our  correspondent 
"A.  B."  of  the  frauds  perpetrated  upon  his 
client  is  too  fragmentary  for  us  to  form  any  but 
the  vaguest  impression  as  to  the  system  of 
control  (if  any)  formerly  obtaining.  It  is 
clear,  however,  that  this — like  most  other 
cases  of  its  kind — is  of  a  commonplace 
description,  calling  for  no  special  ingenuity 
or  skill  upon  the  part  of  the  thief,  and  that  the 
defalcations  have  only  been  rendered  possible 
by  the  systematic  neglect  of  quite  a  number 
of  safeguards  that  we  should  have  supposed 
were  well  known  to  every  member  of  the 
profession. 

In  the  first  place,  the  employee  responsible 
for  the  forwarding  to  customers  of  periodical 
statements  of  account  ought,  under  no  circum- 
stances, to  have  control  of  cash.  If  this  safe- 
guard be  observed,  no  fraud,  without  collusion, 
can  remain  undetected  for  long.  In  the  second 
{dace,  no  one  having  the  handling  of  mone^ 


ought  to  be  allowed  the  control  of  Ledgers — a 
precaution  which,  if  observed,  virtually  safe- 
guards the  business  against  falsification  of 
customers'  accounts,  save  by  collusion.  In  the 
third  place.  Ledger  clerks,  instead  of  being 
always  kept  on  the  same  Ledgers,  should  be 
systematically  moved  round  in  irr^ularly 
recurring  cycles,  so  that  each  in  turn  may  (in  the 
absence  of  collusion)  discover  any  irregularities 
that  may  have  been  perpetrated  by  his  prede- 
cessor. Fourthly,  no  one  in  any  way  connected 
with  the  bookkeeping  or  the  handling  of  moneys 
should  have  access  to  correspondence  until  that 
correspondence  has  been  first  duly  registered — 
a  precaution  which  effectually  prevents  the 
suppression  of  communications  of  all  kinds 
delivered  by  post.  We  do  not,  of  course,  say 
that  these  four  safeguards  by  any  means 
exhaust  the  subject;  but,  as  we  understand  the 
facts,  the  introduction  of  any  one  of  them  would 
have  rendered  the  continuance  of  the  frauds  for 
anything  more  than  a  few  weeks,  at  the  outside, 
absolutely  impossible.  Those  of  our  read^ 
who  are  interested  in  going  further  and  more 
exhaustively  into  the  matter  will  find  much  to 
the  point  in  Vol.  XXX.  of  "  The  Accountants' 
Library." 

With  regard  to  the  precise  su^estion  put 
forward  by  our  correspondent,  and  to  the  reply 
thereto  of  "  Newcastle,"  whose  letter  we  repro- 
duced on  the  8th  inst.,  we  may  point  out  that  1 
while  a  very  efficient  safeguard  may  be  provided  ' 
by  the  auditor  personally  verifying  the  state- 
ments of  account,  and  himself  posting  them  to 
customers  accompanied  by  a  request  that  any 
discrepancy  will  be  at  once  reported  to  him 
direct,  this  measure  is  somewhat  too  heroic  for 
general  application.  If  it  once  be  admitted  to 
customers  that  d^alciJipnQ^^b^  perpe- 
trated  and  the  books  fedsined,  it  wifi'  generally 
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be  found  that  some  at  least  take  advantage  of 
the  opportunity  to  dispute  accounts  which  can 
only  be  proved  at  the  expenditure  of  consider- 
able time  and  trouble,  if  at  all.  If,  therefore, 
the  same  end  can  be  achieved  without  so  much 
disclosure  of  the  "  skeleton  in  the  cupboard," 
the  discretion  will  undoubtedly  prove  advan- 
tageous. Assuming  that  there  is  an  adequate 
system  of  letter  registration,  and  that  effective 
safeguards  exist  rendering  it  impossible  for  the 
bookkeepers  or  cashiers  to  suppress  letters 
before  they  have  come  before  the  principals — 
safeguards  which  can  be  quite  easily  applied  in 
practice — it  is  sufficient  if  the  statements,  after 
being  verified  by  the  auditors,  are  posted  to  the 
customers,  accompanied  by  a  request  that  ("for 
stocktaking  purposes")  they  will  initial  the  con- 
firmation attached  to  the  foot  thereof  and 
return  them  at  the  earliest  possible  moment  in 
the  enclosed  stamped  and  directed  envelope. 
When  the  customer  supplies  the  desired 
confirmation,  nothing,  of  course,  remains  to 
be  done;  but,  failing  that,  the  matter  would 
probably  be  best  followed  up  by  a  personal 
visit,  the  precise  object  of  which  might  be 
well  concealed  under  a  request  that  the  state- 
ment, duly  confirmed,  be  handed  to  the 
bearer,  as  the  auditors  were  "  waiting  "  for  its 
production.  If  no  other  purpose  be  served 
by  a  personal  visit  of  this  description,  it 
would  (or  at  least  should)  do  much  to  dispose 
of  any  bogus  claims  for  allowances,  &c.,  that 
may  be  subsequently  put  forward  by  the 
customer  as  an  afterthought. 

Speaking  generally — and  we  can,  of  course, 
only  discuss  the  matter  in  general  terms  in 
these  columns — the  only  effective  safeguards 
against  fraud  are  to  make  as  many  persons 
as  possible  responsible  for  each  separate  trans* 
action,  and  for  the  record  of  each  separate  trans- 


action at  the  proper  time,  further  strengthening 
the  safeguard  by  occasionally,  at  irregular  and 
unexpected  intervals,  varying  the  personality  of 
those  responsible  for  each  section  of  the  work. 
But,  of  course,  no  system  of  internal  check  can 
prove  efiicient  unless  the  rule  be  rigorously 
enforced  that,  under  no  circumstances  what- 
ever, must  any  member  of  the  staff  perform 
any  duties  which  for  the  time  being  are 
allocated  to  another. 

The  Audit  of  Local  Authorities'  Account*. 

MUR  attention  has  been  drawn  to  an  article 
^  which  appeared  in  a  recent  issue  of  the 
Local  Government  Chronicle  contrasting  the 
advantages  of  professional  and  official  audits 
in  connection  with  the  accounts  of  local 
authorities,  which,  on  account  of  its  import- 
ance, we  have  thought  it  desirable  to  reproduce 
in  another  column. 

It  will  be  observed  that,  while  this  article 
purports  to  seriously  discuss  the  relative 
advantages  and  disadvantages  of  the  two 
systems  before  it,  the  object  of  the  writer  is 
clearly  to  arrive  at  a  conclusion  in  favour  of 
the  latter,  without,  if  possible,  disclosing  the 
somewhat  obvious  bias  with  which  he  com- 
menced his  inquiry.  A  certain  amount  of  skill 
13  evidenced  in  his  handling  of  the  subject,  but 
as  he  has  found  it  necessary  to  improve  upon 
facts  which  could  hardly  fail  to  be  within  his 
knowledge,  we  think  it  fairly  obvious  that  he  is 
attempting  to  bolster  up  a  weak  argument  by 
importing  prejudice  from  the  very  outset. 

In  almost  his  opening  sentence  the  writer 
says  that  "  the  powerful  body  of  professional 
accountants  naturally  ask"  that  their  sphere  of 
activity  should  be  extended,  and  that  in  some 
way  or  other  they  should  become  auditors  of 
the  accounts  of  local  authorities.  He  a({d^  that 
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this  proposal  "has  gone  so  far'*  that  it  was 
supported  by  the  Joint  Committee  of  the  two 
Houses  of  Parliament  in  its  Report  on  Muni- 
cipal Trading  three  sessions  ago,  and  that  the 
same  scheme  is  being  extensively  advocated  in 
connection  with  the  coming  elections  of  the 
London  County  Council.  Our  contemporary 
altogether  over-values  the  influence  of  profes- 
sional accountants  if  it  supposes  that  so  strong 
a  Select  Committee  as  that  appointed  in  1903 
would  advocate  a  scheme  of  audit  against  its 
better  judgment,  solely  out  of  a  desire  to  please 
accountants.  The  £aicts,  of  course,  are  that  for 
many  years  prior  to  1903  all  municipal  authori- 
ties which  have  given  serious  attention  to  the 
subject  of  their  accounts  were  fully  alive  to  the 
advantages  of  a  professional  audit,  and  had 
adopted  it.  So  far  as  any  outside  persons  could 
be  said  to  have  influenced  the  Select  Com- 
mittee, it  was  these  local  authorities,  rather 
than  professional  accountants,  who — our  con- 
temporary must  surely  be  aware — took  a  very 
small  part  in  the  inquiry,  considering  how  very 
intimately  it  concerned  them.  With  regard  to 
the  coming  elections  of  the  London  County 
Council, .  it  is,  of  course,  common  knowledge 
that  the  Municipal  Reform  Party  make  proper 
attention  to  accounts  and  finance  a  somewhat 
prominent  plank  of  their  political  platform,  but 
that  they  are  doing  so  in  deference  to  the 
wishes  of  professional  accountants  is  a  mani- 
festly ridiculous  assertion.  As  a  matter  of  fact, 
if  they  were  in  closer  touch  with  a  few  profes* 
sional  accountants  of  ability,  their  position 
would  be  enormously  strengthened;  for,  as 
matters  stand,  although  doubtless  their  inten- 
tions are  excellent,  the  Municipal  Reformers 
have  not  very  clearly  demonstrated  their 
possession  of  any  superior  knowledge  or  experi- 
ence as  compared  with  the  Progressives.  If 


there  were  any  sort  of  conspiracy  on  foot  for 
professional  accountants  to  capture  the  audit 
of  all  local  authorities'  accounts,  our  contem- 
porary might  rest  assured  that  there  would  be 
more  abundant  evidence  of  technical  knowledge 
on  the  part  of  both  speakers  and  writers  who 
voice  the  views  of  the  Reform  Party. 

We  think  the  object  of  this  irrelevant  and 
entirely  inaccurate  assertion  is  clear — namely, 
to  drag  back  the  controversy  into  the  arena  of 
party  politics,  instead  of  attempting  to  deal 
with  it  on  its  merits  as  a  question  of  adminis- 
tration and  finance. 

Having  entirely  misrepresented  the  position 
by  asserting  that  professional  accountants  as  a 
body  claim  that  the  audit  to  which  the  accounts 
of  local  authorities  should  be  subjected  should  be 
an  audit  of  their  own  making,  our  contemporary 
proceeds  to  point  out  that,  although  Govern- 
ment auditors  are  not,  as  a  class,  trained 
accountants,  they  possess  many  qualifications 
which  the  Chartered  Accountant  has  not ;  and 
that  when  the  two  systems  are  weighed  in  the 
balance,  the  advantage  of  the  Government 
method  over  that  advocated  by  the  accountants 
is  very  evident.  Upon  this  point,  we  may  say 
that  it  is  certainly  not  very  evident  from  the 
arguments  put  forward  by  our  contemporar>', 
which,  however,  thinks  fit  to  entirely  ignore  the 
standpoint  that  we  have  always  taken  when 
dealing  with  this  subject.  Our  view  is  that,  so 
far  as  the  present  so-called  audit  is  an  investi- 
gation with  a  view  to  detecting  illegal  acts,  it 
is  efficiently  performed,  and  its  continuance 
upon  the  same  lines  is  highly  desirable;  but 
that  in  so  far  as  it  purports  to  be  a  true  audit 
of  accounts  with  a  view  to  testing  their 
accuracy  as  a  true  and  reasonably  complete 
statement  of  what  has  actually  occurred,  it 
is  seriously    de^^^gl^byGCPO^feWe  to 
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advocate  the  introduction  of  an  efficient  system 
of  audit  without  advocating  the  abandonment 
of  a  very  fairly  efficient  system  of  Government 
supervision,  but  doubtless  our  contemporary's 
chief  anxiety  is  to  at  all  costs  preserve  the 
appointments  of  a  class  of  officials  who  have 
hitherto  failed  to  discharge  duties  that  they 
never  ought  to  have  been  expected  to  fulfil, 
and  its  anxieties  in  this  direction  apparently 
preclude  it  from  viewing  the  matter  in  its 
proper  light. 

At  least  half  of  the  article  now  under  review 
is  devoted  to  demonstrating  that  District 
Auditors  must  be  efficient,  on  account  of  the 
large  number  of  different  authorities'  accounts 
they  have  been  auditing  for  a  number  of  years 
past.  The  figures  are  not  very  clearly  set  forth, 
but  we  gather  that,  altogether,  they  total  to 
something  like  thirty  thousand  difierent  sets  of 
accounts,  audited  half-yearly.  Had  our  con- 
temporary gone  a  little  further  into  the  matter, 
and  stated  how  many  District  Auditors  there 
are,  and  how  many  assistants  they  are 
allowed,  it  would  have  given  its  readers  a  better 
opportunity  of  judging  for  themselves  whether 
it  was  conceivably  possible  that  all  these  audits 
could  be  efficiently  and  promptly  attended  to 
by  a  mere  handful  of  overworked  and  under- 
paid officials.  Apparently,  however,  the  Local 
Government  Chronicle's  trump  card  is  the  power 
of  surcharge,  in  which  it  still  seems  to  have 
unbounded  &ith.  We  are  told  that,  whatever 
happens,  the  audit  must  be  an  audit  by  officials, 
because  "  it  would  be  entirely  contrary  to  the 
practice  invariably  followed  in  State  afiairs"  if 
the  power  of  surcharge  were  granted  to  any 
person  not  directly  amenable  to  control  by  the 
executive  power  of  the  State ;  but  it  does  not 
apparently  think  it  necessary  to  mention  that 
the  Select  Committee  of  1903,  after  a  some- 


what exhaustive  inquiry,  came  to  the  conclu- 
sion that  the  power  of  surcharge,  as  at  present 
exercised  by  District  Auditors,  is  for  all  practical 
purposes  valueless.  Our  contemporary,  how* 
ever,  has  a  method  quite  its  own  of  drawing 
conclusions  from  admitted  facts.  It  tells  us 
that  the  effectiveness  of  this  system  may  be 
judged  from  the  &ct  that  a  iairly  large  per- 
centage of  disallowances  and  surcharges  were 
appealed  against  and  decided  by  the  Local 
Government  Board,  and  in  support  of  this 
statement  it  cites  figures  showing  a  total  of 
2,087  appeals,  presumably  in  the  course  of  a 
year.  It  seems  to  us  an  entirely  novel  method 
of  gauging  the  efficiency  of  judicial  or  quasi- 
judicial  decisions  to  count  the  number  of 
appeals  against  them,  and  if  our  contemporary 
were  a  little  more  candid,  and  were  to  give  its 
readers  the  figures  in  connection  with  the 
appeals  decided  against  the  District  Auditor, 
the  absurdity  of  the  whole  position  would 
become  even  more  manifest.  If  the  total 
expenditure  incurred  in  connection  with  sur- 
charges were  weighed  against  the  actual 
amount  of  money  refunded  by  persons  sur- 
charged, the  farce  of  the  existing  system 
would  be  patent  to  all. 

What  is  required  is  a  proper  system  of 
legal  responsibility,  making  members  of  local 
authorities  as  accountable  for  misconduct  or 
for  negligence  as  are  the  directors  of  public 
companies.  Until  such  a  real  measure  of 
responsibility  exists,  it  is  practically  useless  to 
expect  any  serious  improvement  upon  existing 
conditions.  When  it  obtains,  combined  with  an 
efficient  system  of  true  audit  and  of  publication 
of  results,  those  most  concerned — namely,  the 
ratepayers — may  be  safely  left  to  take  such 
proceedings  as  are  best  for  the  preservation  of 
their  own  interests.   The  exisdng^^&vsteirL  of 
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surchai^e  costs  thousands  of  pounds  per  annum 

to  administer,  and  benefits  no  one  but  the 
lawyers  who  have  to  argue  the  somewhat 
numerous  cases  that  come  before  the  Courts. 

On  one  thing  our  contemporary  may  rest 
assured,  and  that  is  that  no  efficient  audit  has 
been,  or  for  that  matter  will  be,  conducted  by 
officials  who  are  not  trained  accountants;  and  for 
our  own  part  we  very  much  question  the  prac- 
ticability of  expecting  even  trained  accountants 
to  continue  really  efficient  for  any  length  of 
time  if  once  they  join  the  official  class.  The 
point  of  view  is  entirely  different,  and  the 
official  frame  of  mind  is  altogether  inconsistent 
with  an  intelligent  criticism  of  business  trans* 
actions,  however  calculated  it  may  be  to  create  , 
the  maximum  amount  of  irritation  among 
accounting  parties  by  the  employment  of  alto-  ' 
gether  unnecessary  quantities  of  red  tape. 


Certificates  as  to  Profits. 


T17E  always  refrain  from  introducing  names 
into  such  adverse  criticism  as  we  noay  be 
called  upon  to  pass  on  matters  of  professional 
interest,  provided  such  criticism  is  just  as ' 
efficient,  for  the  purpose  of  enunciating  general  ' 
principles,  if  delivered  in  general  terms,  as  if  so  ' 
framed  as  to  be  capable  of  being  construed  j 
into  a  direct  attack  upon  some  individual  or  ' 
institution.     Acting  upon  these  lines  in  the  ' 
article  which  appeared  in  our  issue  of  the  26th  ' 
May  last,  we  mentioned  no  names,  for  our  ' 
strictures  were  directed  to  a  practice  for  the  I 
initiation  of  which  the  Chartered  Accountant  | 
concerned  was  in  no  measure  responsible,  ' 
namely,  the  practice  of  accountants  including  | 
estimates  or  forecasts  as  to  the  future  in  any 
document   appearing   upon  the  face  of  a  I 


company  prospectus — a  practice  we  have  con- 
stantly deprecated  for  many  years  past. 

In  our  issue  of  the  8th  inst.,  however,  our 
correspondent  "  Cosmos "  draws  attention  to 
the  article  in  question,  and  gives  the  name  of  a 
company,  adding  that  he  feels  sure  it  would  be 
of  general  service  to  the  profession  if  we  were 
again  to  devote  a  short  article  to  the  subject. 

The  difficulty  of  dealing  fairly  with  a  con- 
crete illustration  of  any  kind  is  ttuit  one  seldom 
knows  all  that  can  be  said  upon  both  sides;  and, 
in  the  absence  of  that  knowledge,  one  is  not 
in  a  position  to  deliver  impartial  judgment  with 
regard  to  the  matter  as  a  whole.  We  would 
naturally  have  preferred,  therefore,  to  discuss 
the  matter,  if  at  all,  in  an  anonymous  form. 

The  company  mentioned  by  our  corre- 
spondent whose  prospectus  formed  the  basis 
of  an  application  under  Section  35  of  the 
Companies  Act,  1862,  decided  by  Mr.  Justice 
Joyce  on  the  28th  ult.,  was  duly  recorded  in 
in  our  Law  Reports  on  the  8th  inst.  It 
may  be  remembered  that  we  expressed  no 
opinion  as  to  the  prospects  of  the  company,  as 
such ;  and  indeed  we  were  then,  and  still  are, 
insufficiently  acquainted  with  the  facts  to  form 
any  judgment  upon  the  point.  We  confined 
ourselves  to  the  general  proposition — which  is 
no"  mere  ipse  dixit  of  ours,  but  a  deliberate 
enunciation  of  the  opinion  of  the  Council  put 
forward  by  more  than  one  President  at  annual 
meetings  of  the  Institute — that  it  is  improper 
for  accountants  to  substitute  prophecies  as  to 
the  future  for  certification  as  to  the  past  in 
documents  intended  for  publication  on  com- 
pany prospectuses.  In  the  case  of  the  Kent 
County  Gas  Light  and  Coke  Company  the  pro- 
phecies as  to  the  future  appear  to  have  been 
singularly  unfortunate,  inasmuch  as  they  were 
founded  on  the  estii^ates  „pf ..an  en^eer  who. 
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although  advertised  upon  the  prospectus  as  the 
managing  director  of  the  company,  resigned 
that  position  before  the  company  went  to  allot- 
ment. In  the  course  ofhisjudgment  Mr.  Justice 
foYCE  stated  that  the  reason  for  this  gentle- 
man's resignation,  whether  it  was  a  quarrel 
with  the  directors  about  his  remuneration 
or  not,  did  not  matter ;  the  material  point  was 
that  when  the  directors  went  to  allotment  they 
at  least  knew  that  there  was  a  serious  question 
as  to  whether  he  was  going  to  continue  to  be  a 
director.  In  a  like  manner  we  may  take  it  that 
for  our  present  purposes  it  does  not  matter  that 
Mr.  Darwin  ceased  his  connection  with  the 
company.  The  essential  point  for  our  purposes 
is  that  the  accountant's  so-called  certificate 
as  to  profits  rested  upon  an  altogether  insuffi- 
cient basis  when  it  rested  upon  the  estimates 
of  the  future  managing  director;  but  even  this 
slender  substtatum  was  entirely  washed  away 
when  he  severed  his  connection. 

One  has,  we  think,  only  to  state  the  matter 
in  these  terms  to  show  how  altogether  inade- 
quate is  such  a  basis  for  an  accountant's  certi- 
ficate.   Granted  that  the  prospectus  of  a  com- 
pany formed  to  elaborate  a  new  scheme  must 
be  accompanied  by  some  sort  of  an  estimate 
of  probable  profits  to  make  that  scheme  attrac- 
tive to  the  average  investor,  it  is  undoubtedly 
no  part  of  the  duty  of  a  Chartered  Accountant, 
as  such,  to  supply  it.    Such  certificates  are 
rarely  read,  and  thus  verbal  qualifications  and  | 
safeguards,  while  they  may  safeguard  their 
author,  do  not  protect  the  public.    The  public,  I 
seeing  a  document  signed  by  a  Chartered 
Accountant  that  is  described  as  a  certificate,  ' 
not    very   unreasonably  assumes    that    the  , 
description  is  correct,  and  that  the  figure  of  1 
profit  mentioned  therein  is  one  that  has  been 
certified  by  a  Chartered  Accountant.  Quite 


likely  so-called  certificates  of  this  description 
may  be  issued  with  immunity  so  long  as  they 
be  issued  in  all  good  faith,  but  that  they  can 
be  issued  with  propriety  the  Council  of  the 
Institute  has  more  than  once  officially  denied, 
and  held  (as  we  do)  very  strongly  the  view  that, 
if  it  be  desired  to  avoid  discrediting  accoun- 
tants' certificates  in  toto,  the  practice  should  be 
avoided. 


OaUida       A  correspondent  has  recently  for- 
looooBtuti.     warded  to  tu  a  copy  of  a  stereotyped 

circular  issued  somewhat  broadcast  by  one  of  the 
recently  formed  bodies  of  accountants,  inviting  applica- 
tions for  membership.  InthisparticQlarinBtancejweare 
informed,  the  circalar  was  issued  to  the  secretary  of  a 
Lace  Dressers'  Associatiou,  and  it  would  be  interesting 
to  know  by  what  process  of  reasoning  the  association 
named  arrived  at  the  conclusion  that  the  secretary  of 
such  a  body  was  of  neces^ty  a  desirable  candidate  for 
membership  of  an  association  of  so-called  professional 
accountants.  It  would,  moreover,  be  extremely  inter- 
esting to  learn  how  this  kind  of  touting  for  membership 
can  be  reconciled  with  the  advantage  first  and  foremost 
claimed  for  membership — namely,  the  strict  scrutiny 
exercised  by  the  Examination  and  Membership  Com- 
mittee, which  guarantees  to  members  a  recognised 
status  in  the  profession  as  fully  qualified  accountants. 


ftlrrnrti-Ti-iniTirt  Our  contemporary  the  Financial  Ntws 
LltUBttan.  draws  attention  in  a  recent  issue  to  a 
revival  of  this  form  of  co-operative  litigation.  As 
we  have  already  mentioned  more  than  once,  we  do  not 
share  our  contemporary's  objection  to  what  may  be 
called  a  bond  fide  combination  of  forces  on  the  part  of 
aggrieved  shareholders  who  are  desirous  of  reducing 
expenses  by  instituting  one  common  action  instead  of 
each  proceeding  separately,  as  they  would  be  perfectly 
entitled  to  do ;  but  we  appreciate  our  contemporary's 
point  of  view  that  in  general  these  co-operative  actions 
are  run  by  persons  interested  In  the  costs  of  proceed- 
ings, at  least  as  much  with  the  object  of  making  costs 
as  with  the  idea  of  obtaining  redress  for  aggrieved 
parties.  When  a  limited  number  of  equine  pl^tifls 
combine,  they  realise,  of  0)f  i9«d%»vJi^@^jtotly 
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aad  severally  respoosible  for  the  whole  of  the  costs  of 
the  action,  and  they  know  that  they  have  nothing  to 
lose,  but  rather  something  to  gain,  by  combining. 
When,  however,  a  firm  of  solicitors  or  **  accouotants  " 
itsnes  circalars  to  the  shareholders  of  a  particolar 
company  inviting  them  to  contribute  funds  for  a  joint 
action  against  directors,  this  joint  and  several  personal 
liability  is  rarely  explained,  and  is  apt  to  be  lost  sight 
of.  It  would,  we  think,  be  a  good  thing  in  the  interests 
of  the  public  if  the  Councils  of  the  Law  Society  and 
the  Institute  of  Chartered  Accountants  were,  either 
jointly  or  separately,  to  issue  a  public  statement  to  the 
effect  that  circulars  of  this  description  inciting  mem- 
bers of  the  public  to  embark  upon  litigation  without 
explaining  to  them  the  personal  liabilities  they  Incur 
by  so  doing  are  unprofessional,  and  will,  if  persisted  in, 
be  regarded  as  professional  mteconduct. 


Bound  V.  connection  with  the  inquiry  that  is 

L«oM-L«ftt  now  being  conducted  before  the  Strat- 
ford  Justices  into  the  chaises  of  con- 
spiracy against  certain  guardians  and  officials  of  the 
West  Ham  Union,  it  will  doubtless  be  of  interest  to 
OUT  readers  to  observe  that  one  of  the  witnesses  stated 
that  at  the  time  of  the  Local  Government  Board 
investigations  he  took  out  of  the  Wagon  Book  the 
leaves  which  contained  the  entries  relating  to  a  certain 
firm,  and  got  a  firm  of  printers  to  cut  the  index  letters 
and  put  them  on  again,  the  manipulation  being  for  the 
purposes  of  the  inquiry.  We  draw  particular  attention 
to  this  case,  because  although  doubtless  many  of  our 
readers  in  the  course  of  their  experience  have  found 
that  the  mere  fact  that  leaves  are  bound  together 
provides  no  insuperable  barrier  to  manipulation  or 
mutilation  of  the  contents  of  the  book,  one  seldom 
comes  across  a  reported  case  in  which  the  risks  are  so 
clearly  demonstrated.  A  really  efficient  system  of 
Loose-leaf  Ledgers  involves  absolutely  no  risks  that 
are  not  common  to  the  bound  book ;  but,  of  course,  in 
cases  where  no  efficient  system  of  internal  check 
obtains,  it  would  be  idle  to  expect  effective  safe- 
guards against  such  manipulations  from  any  form  of 
accounting. 


DomuttettFnuiti  staid  and  respectable  contem- 
mat  Werionm*!  porary  The  Law  Titaes  points  out  that, 
OoMpuMttoB.  if  domestic  servants  are  to  be  included 
within  the  scope  of  workmen's  compensation,  it  would 
be  very  desirable  to  define  in  their  case  what  are  to  be 
the  earning  on  which  the  compensation  is  to  be  bued. 


Our  contemporary  points  oat  that  wages  alone  can 
scarcely  be  considered  the  standardt  for  the  value  of 
food  and  lodging  should  be  added  thereto,  and  in  house- 
holds where  visitors  are  frequent  the  tip  question  crops 
up,  while  in  the  case  of  men-servants  the  little  matter 
of  livery  has  to  be  considered.  To  put  the  whole 
matter  very  broadly,  we  may  say  it  is  a  question  of 
"  with  or  without  beer,"  and  if  the  legal  draftsmen  will 
turn  their  attention  to  this  point*  we  feel  sore  that  onr 
contemporary  will  be  grateful. 


Aodlts  ante  tba  At  the  Guildhall  a  short  time  since, 
"proildinr*  maximum  penalty  of  /"50  and  eight 
BofllttlM  Act.  guineas  costs  was  inflicted  by  Sir  John 
Pound  against  one  Copley,  who  had  been  summoned 
at  the  instance  of  the  Chief  Registrar  of  Friendly 
Societies,  for  having  committed  a  breach  of  Section  65 
of  the  Industrial  and  Provident  Societies  Act,  1893,  on 
the  13th  August  last,  by  wilfully  allowing  to  be  made 
an  omission  from  an  annual  return  for  the  year  1905 
with  intent  to  falsify  the  same,  in  that  he  did  order 
or  allow  the  Balance  Sheet  of  funds  and  effects  to 
show  as  a  liability  the  sum  of  £8  only,  whereas  there 
was  at  that  date  a  further  liability  on  a  first  mortgage 
bond  under  which  the  said  Society  purported  to  be 
bound  in  the  sum  of  £2,500.  There  were  two  other 
summonses  relating  to  alleged  false  entries  in  the  same 
return,  to  the  effect  that  the  accounts  had  been  properly 
audited,  whereas  in  fact  no  auditors  had  been  duly 
appointed  in  accordance  with  the  Act.  At  the  hearing 
the  two  persons  who  had  signed  as  auditors  both 
admitted  that  they  did  so  at  the  request  of  the 
defendant,  without  making  any  inquiry  into  the 
accuracy  of  the  returns  they  certified.  One  of  these 
gentlemen  is  described  in  Tlu  Times  report  of  the  pro- 
ceedings as  a  land  agent,  while  the  occupation  of  the 
other  is  not  stated.  The  case  is  of  interest,  as  showing 
that  in  some  cases  at  least  the  magisterial  bench 
sufficiently  appreciates  the  importance  of  accurate 
returns  to  inflict  the  maximum  penalty,  and  further  as 
lowing  the  absolutely  illusory  nature  of  the  statutory 
safi^nard  of  a  dual  audit  when  no  qualification  for  the 
auditor  is  imposed.  It  is  impossible  to  exaggerate  the 
serious  consequences  that  may  occur  if  auditors  are 
willing  to  sign  statements  of  account  witbont  the  least 
preliminary  inquiry  as  to  thdr  accuracy. 


Tta«  AeeooBtfof 
HM^talt. 


The  information  now  required  from 
hospitals  applyinefor  grants  from  the 
Kins  Edward's  Hospitg?g^^^l^i^^I(^  light 
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various  defects,  with  the  result  that  the  Prince  o{ 
Wales  has  reqDedted  Mr.  J.  G.  Griffiths,  F.C.A., 
to  report  generally  upon  the  whole  subject.  Mr. 
Griffiths'  report  has  been  considered  by  a  ■  com- 
mittee of  hospital  secretaries,  with  the  result  that  a 
circular  baa  now  -been  issued  which  contains,  in 
addition  to  the  form  of  Income  and  Expeoditure 
Account,  a  model  Balance  Sheet  and  statistical  tables, 
with  a  full  index  of  classification  giving  the  headings 
under  which  the  varions  items  of  expenditure  are 
to  appear.  Of  course,  it  is  obvious  that  no  uniform 
system  of  published  accounts  can  be  of  the  least 
value  for  comparative  purposes  unless  accompanied  by 
an  exhaustive  system  of  indexing  or  codifying  expen- 
diture. Perhaps,  however,  the  most  satisfactory 
feature  with  retard  to  the  whole  matter  Is  the  very 
tangible  advantage  that  has  been  effected  as  a  result 
of  the  publication  of  results  necessitated  by  the  require- 
ments of  the  Hospital  Fund.  The  accounts  produced 
have  shown  remarkable  discrepancies  between  the 
prices  paid  by  different  hospitals  for  similar  com- 
modities, with  the  result  that  upon  applying  what  we 
may  call  a  clearing-house  system  of  intelligence  it  has 
been  found  practicable  to  reduce  the  expenditure  of 
hospitals  participating  in  this  Fund  by  no  less  than 
j£'so,ooo  in  the  course  of  the  past  year.  A  tangible 
economy  such  as  this  goes  far  to  justify  the  expenses 
necessarily  incurred  in  connection  with  a  central  non- 
productive administration. 


Tht  DobUn  In  our  issue  of  the  23rd  June  last  we 
notified  our  readers  that  the  Irish 
AndUM.  Divisional  Court  of  King's  Bench  had, 
after  due  conuderation,  issued  a  peremptory  order 
calling  upon  the  Town  Clerk  of  the  Dublin  Corporation 
to  produce  his  books  and  accounts  to  Mr,  J.  W.  Drury, 
the  Local  Government  Board  Auditor,  at  the  time 
appointed  for  the  purposes  of  audit,  as  provided  by 
law.  A  short  time  since  the  matter  came  before  the 
Irish  Court  of  Appeal.  Up  to  that  stage  the  contest 
had  been  very  frankly  one  between  an  Irish  Nationalist 
local  authority  and  a  department  of  the  brutal  Saxon 
Government ;  but  finding  themselves  worsted  upon  that 
line,  in  that  the  Irish  Judiciary  altogether  declined  to 
follow  the  lead  of  the  Corporation  in  its  efforts  after  a 
cheap  popularity,  the  Corporation  sprang  an  entirely 
new  line  of  argument  upon  the  Court  of  Appeal,  which 
sufficed  to  carry  it  to  victory.  This  was  nothing  short 
of  an  impeachment  of  the  validity  of  Mr.  Dmry's 
appointment  by  the  Local  Governineat  Board  to  audit 


the  accounts  of  this  particular  authority,  and  owii^  (as 
we  can  only  suppose)  to  some  colossal  departmental 
stupidity  this  plea  prevailed,  and  the  appeal  was 
accordingly  allowed.  Their  Lordships,  however,  marked 
their  sense  of  the  merits  of  the  case  by  requiring  each 
party  to  pay  its  own  costs.  We  cannot  help  thinking, 
however,  that  justice  would  have  been  better  served 
by  an  order  requiring  the  Local  Government  Board  to 
pay  the  costs  of  both  sides,  in  that  a  mistake  of  this 
description  by  a  Government  department  can  only  be 
regarded  as  absolutely  inexcusable. 


Omramwit  We  recently  referred  to  the  case  of  the 
BanklBipMtloo.  Real  Estate  Trust  of  Philadelphia  as 
illustrative  of  the  fact  that  Government  bank  inspection 
is  by  no  means  all  that  its  advocates  say  of  It.  The 
circumstances  surrounding  the  failure  of  a  Canadian 
bank  point  also  in  the  same  direction,  for  the  failure  of 
this  method  of  inspection  is  shown  by  the  fact  that 
the  books  are  reported  to  have  exhibited  assets  of 
778,000  dols.,  under  the  heading  of  "  Other  Securities," 
which  have  no  existence.  Outside  that,  a  debit  of 
485,000  dols.  is  diown  against  a  firm  of  New  York 
brokers,  and  this  item  is  reported  to  consist  of  margins  of 
stocks  closed  years  ago  !  The  ofBcers'  guarantee  fund 
invested  in  the  bank's  own  stock  was  another  asset, 
while  170,000  dds.  lost  in  an  American  railway  seems 
also  to  have  been  included.  The  soundness  of  the 
Canadian  bank  system  is  no  doubt  beyond  criticism, 
and  Id  the  present  case  note-holders  stand  in  no 
danger  of  loss  whatever,  as  the  circulation  redemption 
fund  is  two  or  three  times  the  amount  of  the  actual 
circulation;  but,  as  we  have  said,  the  Government 
examination  system  is  worse  than  useless. 


An  interesting  point  is  brought  forward 
by  the  case  of  Re  Charles,  Lim.  The 
facts  briefly  were :— A  petition  to  wind  up  the  company 
was  presented,  and  founded  solely  on  a  judgment  debt. 
The  company  obtained  an  order  for  unconditional  leave 
to  defend,  and  that  the  judgment  entered  therein  under 
the  order  of  the  Master  must  be  set  aside.  The  peti- 
tioner asked  that  under  the  circumstances  the  substi* 
tution  of  another  judgment  creditor  should  be  granted, 
or,  if  not,  that  the  petition  should  be  adjourned  pending 
the  hearing  of  the  information.  Mr.  Justice  Warrington 
is  reported  to  have  said  that  the  effect  of  the  order  of 
the  Court  of  Appeal  was  to  destroy  the  fonndatloa  of 
the  petition  by  setting  aside  the  judgmmt  on  wlilch  It 
was  based,  ud  tds  opinion  was  thi|frR;i^,..jf^^ 
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Companies  Winding  up  Rales,  1903,  did  not  apply. 
He  accordingly  dismissed  the  petition,  and  refused  the 
application  to  snbstitate  another  petitioner. 


8«nriM  In  the  course  of  a  recent  case  before 
Mr.  Justice  Neville,  with  regard  to  an 
application  to  restrain  a  breach  of  a  service  agreement, 
the  Judge  is  reported  to  have  said  that  he  was  unable 
to  come  to  the  conclusion  that  the  terms  of  the  agree- 
ment were  contrary  to  the  law  as  it  stood  to-day,  but 
thought  that  the  frequent  actions  of  this  nature 
Illustrated  the  great  pressure  which  was  placed  on  the 
working  commercial  population  by  the  present  law, 
and  he  administered  this  branch  of  the  law  with  the 
greatest  reluctance.  He  thought  that  the  modem 
doctrine  was  that,  where  questions  between  master  and 
man  were  involved,  the  interests  of  the  employer  alone 
were  to  be  considered,  and  that  no  agreement  was 
Invalid,  however  oppressive  and  vital  it  might  be  to  the 
possibility  of  the  employee  earning  his  living.  Not- 
withstanding his  opinion,  be  was  there,  however,  to 
administer  the  law  as  he  found  it,  and  the  injunction 
must  be  allowed. 


Oflulags  Note  should  be  made  of  a  case  in  the 
«B«  iBMiu  Tu.  King's  Bench  Division  recentiy.  where 
the  Crown  appealed  against  the  decision  of  the  Income 
Tax  Commissioners  that  ^^56  presented  to  the  Vicar  of 
East  Grinstead  as  an  Easter  offsring  by  bis  parishioners 
was  not  liable  for  assessment  for  income-tax.  The 
Solicitor-General  pointed  out  that  the  offering  was 
made  in  response  to  an  appeal  from  the  Bidiop  of 
Chichester,  and  he  argued  that  this  appeal  was  made 
for  the  purpose  of  increasing  the  incomes  of  the  clergy, 
£9,000  having  t>een  raised  in  the  diocese  in  response 
to  a  similar  appeal  in  the  previous  year.  On  behalf  of 
the  Vicar  it  was  contended  that  the  money  was  a  free- 
will olfering.  Mr.  Justice  Bray  found  for  the  respon- 
dent and  dismissed  the  appeal. 


TlH  iBsUtats  of       ^  recent  note  we  pointed  out  that 
■MMairtas  and   the  principal  reason  why  members  of 
LiqoidatonMpi,        Institute  of  Secretaries  should  not 
accept  liquidatorships  and  shnilar  offices  was  because 
^ey  had  not  been  trained  for  that  purpose.  Our 
nmarkt  have  evidently  been  taken  to  heart,  for  it  is 


announced  that  the  Council  has  decided  to  provide  for 
the  delivery  of  a  course  of  lectures  upon  the  subject 
of  the  winding-up  of  companies,  and  kindred  topics, 
during  the  ensuing  session.  The  course  of  seven 
lectures  will  be  open  to  all  members  of  the  Institnte, 
and  Mr.  F.  Shewell- Cooper  is  to  be  the  lecturer.  No 
fees  will  be  charged,  and  we  understand  the  ^Uabns 
is  as  follows : — 

(1)  'Winding-np  generally^ — ^Introductory  observations 
— to  what  companies  applicaUe.  Voluntary  winding- 
up— Reasons  for — how  brought  about— afiect  of — 
appointment  of  liqaidators — Status  of  liquidator — his 
remuneration — his  powers. 

(2)  Voluntary  winding-up — The  liquidator — his  duties 
— taking  possession  —  realisation — contribotoriea — calls 
— set-off— general  meetings — returns — apriority  of  debts 
— surplus  assets. 

(3)  Voluntary  winding  up  —  The  liquidator  —  bis 
liabilities^  removal — conclusion  of  winding-up  —  dis- 
solution— its  effect.  Voluntary  winding-up  made  com- 
pulsory.   Winding-up  under  supervision. 

{4)  Compulsory  winding-up— J  nriadiction — the  peti- 
tion— when  and  by  whom  presented — order  for  winding- 
up — provisional  liquidator — statement  of  afiairs— first 
meetings— the  liquidator- committee  of  inspection — 
duties  and  powers  of  liquidator — dissolution— release  of 
liquidator. 

(5)  Receivers  and  Mani^[ers — Receivers- when  ap- 
pointed— by  debenture-holders — by  the  Court — their 
position— their  duties  — their  liabilities  —  accounts 
Managers— their  duties, 

(6)  Reconstruction — Various  forms  of — amalgamatioii 
-objects  of  reconstruction — methods  of — under  powers 
in  memoraodum — assessment — under  Section  r6i  of  the 
Comptnies  Act,  1862 -dissentients— arrangements. 


IMMBtoM-hoidtra  ^*     q™**  evident  that  we  are  by  no 

aad  Buoutlen  means  at  the  end  of  the  decisions  on 
*'^*™'  the  subject  of  the  priority  of  deben- 
ture-holders and  garnished  debts,  and  the  recent 
decision  of  Mr.  Justice  Walton  in  the  case  of  Caimey 
V.  Back  is  an  interesting  addition  to  the  already  exist- 
ing authorities.  Since  execution  creditors  take  subject 
to  all  equities,  primd  fade,  debenture -holders  are 
entitled  to  priority  over  such  creditors,  unless  the  pro- 
cess  issued  l^the  execution  ^cr^^^^^i^c|^ted  in 


December  22,  1906.  THE  ACCOUNTANT 


763 


fhe  actual  satiBfaction  of  his  debt ;  but  if  the  garnishor 
has  not  obtaiued  paymeot  of  the  debt  it  appears  that 
his  diligence  gives  him  no  priority  over  debenture- 
holders,  aad  upon  their  intervening  the  garnished  debt 
together  with  the  other  assets  belong  to  them.  In  this 
case  the  garnishee  order  had  been  made  absolute 
before  the  appointment  of  a  receiver  by  the  debenture- 
holders,  but  the  Judge  held  that  this  had  no  effect  in 
excludiog  their  priority.  For  a  full  consideration  of 
the  subject  we  may  refer  our  readers  to  the  very  interest- 
ing article  from  The  Solicitors'  Journal  reprinted  in 
another  column,  where  the  authorities  are  quoted 
in  full. 


TiM  PnYuitloB  of  Although  the  very  vexed  question  of 
Grar«ptiw  Act  Christmas-boxes  will  not  arise  this  year 

in  conoection  with  this  Act,  which  only  comes  into 
operation  on  January  ist  1907,  already  there  seems 
to  be  a  small  scare  with  regard  to  the  point. 
Apparently  the  effect  of  the  word  "corruptly" 
appears  to  have  been  overlooked,  and  the  Law 
Journal  points  out  the  absurdity  of  the  suggestion 
that  the  gift  of  a  Christmas-box  to  the  postman  or  the 
tradesman's  errand-boy  is  an  offence  within  the  mean- 
ing of  the  Act.  There  is  no  intention  to  tempt  the 
servant  to  violate  any  duty  which  he  owes  to  his 
employer,  and  if  the  word  "  corruptly  "  be  borne  in 
mind,  together  with  the  fact  that  no  prosecution  can  be 
instituted  under  the  Act  without  the  consent  of  the 
Attomey-Guieral  or  the  Solicitor-General,  many  foolish 
appreheusions  may  be  removed.  It  is  reported  that  a 
working  Committee  has  been  formed  to  found  the 
"  Secret  Commissions  aud  Bribery  Prevention  League," 
and  the  support  of  all  persons  interested  in  maintaining 
unsullied  the  commerce  of  the  United  Kingdom  is 
invited.  The  working  Committee  include  many  well 
known  business  men.  Mr.  W.  C.  Jackson,  of  Messrs. 
Jackson,  Plxley  &  Co.,  is  one  of  the  members,  and  the 
Secretary  pro  tern,  is  Mr.  A.  E.  W.  Gwyn,  58  Coleman 
Street,  London,  E.C.,  who  will  be  pleased  to  supply  full 
particularta  to  inquirers. 


Jinny  Offlem  Birmingham   Daily  Post  reports 

ftBd  BdsImm    that  Mr.  Lawrence  R.  Dicksee,  Pro- 
TniBtn^.       fessor  of  Accounting  at  the  University 
of  Birmingham,  has  been  appointed  to  an  important 
position  in  connection  with  the  scheme  for  the  business 
training  of  Army  officers,  which  the  Secretary  for  War 


has  arranged  shall  be  put  into  operation  at  the  begin* 

uing  of  the  new  year.  It  is  said  that  this  will 
necessitate  the  resignation  of  the  Professorship,  which 
Mr.  Dicksee  has  held  at  the  University  of  Binning- 
ham  since  1902,  but  that  he  will  continue  to  take 
an  active  interest  in  the  work  of  the  Faculty  of 
Commerce, 


T»lephoa«  An  important  case  came  before  Judge 
Rentoul,  K.C.,  at  the  City  of  London 
Court  last  week,  when  the  Postmaster-General  sued  a 
Hampstead  fruiterer  for  £s  ^os.  for  a  secoud  year's 
telephone  charges  and  calls.  On  behalf  of  the 
defendant  it  was  contended  that  the  charges  for  one 
year  bad  been  paid,  the  telephone  was  not  wanted  any 
more,  and  verbal  notice  was  given  to  discontinue  it  at 
the  end  of  the  year.  The  telephone  had  been  discon- 
nected from  the  shop,  and  yet  an  action  was  being 
brought  for  the  second  year's  rent.  A  clerk  from  the 
Solicitors'  Department  of  the  Post  Office  said  the 
defendant  had  not  given  written  notice,  as  required  by 
the  agreement,  three  months  before  the  end  of  the  first 
year,  therefore  the  agreement  continued,  and  they 
were  claiming  the  second  year's  charge,  but  they  had 
removed  the  telephone  because  the  defendant  had  not 
paid  the  second  year's  rent.  An  officer  from  the 
Telephone  Department  of  the  Post  Office  service  said 
the  public  were  not  allowed  to  use  the  telephone  if 
they  did  not  pay  the  rent  in  advance.  It  was,  there- 
fore, contended  that  it  was  the  defendant's  own  fault 
for  not  paying  the  subscription.  Judge  Renteul  Is 
reported  to  have  said  that,  although  the  agreement 
had  been  very  carefully  and  thoughtfully  prepared  by 
the  official  lawyers  of  the  Government,  he  could  not 
understand  the  claim  being  made,  as  the  telephone  had 
been  cut  off.  It  appeared  to  him  that  if  the  agreement 
was  for  one  year  no  notice  need  be  given  at  the  end  of 
the  first  nine  months,  in  fact  no  notice  at  all  need  be 
given.  The  case  was  a  very  important  one,  which 
affected  thousands  of  members  of  the  public,  and  it 
was  by  the  Postmaster-Generars  act  that  the  defendant 
was  deprived  of  the  service,  not  by  his  own  act.  If  gas 
or  water  were  cut  off,  the  companies  would  not  dream 
of  asking  to  be  paid  for  gas  or  water  which  bad  never 
been  supplied,  and  the  telephone  was  the  same  thing. 
The  agreement  seemed  to  him  to  be  unreasonable,  and 
he  was  obliged  to  give  judgment  for  the  defendant  and 
leave  the  Postmaster -General  to  ap|$^£HAiWf  <trial, 
ifso.dvi,ed.  D,3,„zedbfl^n0^e^ 
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Much  interest  is  likely  to  be^«bowD 
in  the  annual  local  taxation  returns 
published  hy  the  Local  GoveromeDt  Board  last  week. 
The  volume  deals  with  the  year- 1904*^'  and  contains 
the  usual  bristling  array  of  figures:  We  i^am  that  the 
population  of  the  administrative'  County  of  Londoo  in 
the  year  in  question  was  4,536427 ;  the  gross  estimated 
rental  value  being  :^5o,733,657,  and  the  assessable 
value  jf42,i73,ii4.  It  seems  rather  strange  tofind  that 
the  administrative  county  includes  agricultural  land  of 
the  rateable  value  of  ;f  18,752 ;  buildiugs,  &c.,  valued  at 
1^41,450^04;  and  that  the  annual  value  of  non-rateable 
Government  property  was  ;f7i2,934.  The  gross  value  or 
gross  estimated  rental  for  County  Boroughs  in  England 
and  Wales,  including  London,  was  £24Br^6,$i^  the 
figures  for  1903  and  1904  being  ;f237,i03,i43"  and 
2431061,842.  The  rateable  value  for  the  three  years  in 
question  being /■i94,7i6,8g4,  I99.355.590.  :i'202,858,96i. 
It  would  be,  of  course,  impossible  for  us  to  summarise 
the  many  matters  with  which  the  returns  deal,  but  we 
may  safely  say  that  the  student  on  muidcipal  matters 
will  find  therein  many  items  that  deserve  his  serious 
consideration.  , 


Cnrrent  Xaw, 


CouFANV  Law. 
In  re  The  Goldfields  of  Matabeleland,  Lim.  C.A. 
Held,  that  where  a  large  majority  of  shareholders 
are  in  favour  of  a  voluntary  liquidation,  a  minority 
petitioning  for  a  compulsory  winding<up  must  show 
strong  grounds  before  the  Court  will  deprive  the  share- 
holders of  their  ordinary  right  of  saying  bow  they 
would  have  the  affairs  of  the  company  wound  up. 
Petition  diBmissed.--(TtfHM,  Dec.  18.) 

In  re  Furriers*  Alliance,  Lim.  Warrington,  J. 
On  a  petition  for  the  winding-up  of  a  "  two-men  "  com- 
pany on  the  ground  of  hopeless  disagreement  between 
the  partners,  held  that,  as  the  articles  of  association 
provide  for  the  appointment  of  a  third  director,  the 
alleged  deadlock  was  really  no  deadlock  at  all.  Petition 
accordingly  dismissed.— (ri'ifMs,  Dec.  19.) 

Miscellaneous. 
Tht  General  Council  of  th*  Bar  v.  The 
Commissioners  of  Inland  Revenue.        Bray,  J. 
Held,  that  receipts  endorsed  on  their  briefe  by 
barristers  must  bear  a  receipt  stamp,  in  accordance 
with  Section  1  of  the  Stamp  Act,   i8gi. —{Times, 
Dec  19.) 


Cocres^on&ence  smb  fnqmciee. 

All  communications  to  the  Editor  should  bo 
by  letter  only. 


{We  are  ai  all  limts  ready  to  insert  eerretp»mdemce  m 
matters  of  interest  to  the  Profession^  but  we  dv  not  of  count 
hold  ourselves  in  amy  way  resfonsiite  for  the  opinion.' 
expressed  by  our  correspondents.  Correspondence  intended 
for  current  issue  must  reach  us  at  the  latest  by  Wednesday 
afternoon ;  and  mutt  in  all  cases  be  accompanied  by  tit 
name  and  address  of  correspondents,  not  necessarily  for 
publiea/imt  but  at  a  guarantee  of  good  faith,"} 

Secret  Commiasions. 

{To  the  Editor  of  The  Accountant.) 
Sir, — This  subject,  to  which  a  reference  is  made  in  a 
letter  from  "  Z.k."  printed  in  your  issue  of  the  8th  inst., 
is  one  that  is  of  considerable  importance  in  the  auditing 
of  accounts,  and  it  is  desirable  that  the  duty  of  the 
auditors  in  relation  thereto  should  be  defined  as  soon 
as  possible,  although  this  cannot  be  ascertained  finally 
until  the  Act  has  been  in  existence  for  some  time,  and 
the  profession  has  learnt  from  the  Judicial  Bend  the 
interpretation  of  the  statute. 

Let  me  deal  with  the  positim  as  it  strikes  me  at 
present.  It  is  clear  that  auditors  cannot  be  expected 
to  turn  informers,  and,  should  they  find  that  rainmis- 
sions  are  paid,  yet,  as  their  employment  is  of  a  confi- 
dential nature,  they  would  be  doing  a  wrong  act  to 
turn  informer  against  any  person  or  firm  who  employs 
their  sen'ices. 

The  position  at  an  auditor  to  a  company  is,  at  first 
sight,  somewhat  more  difficult,  for  in  this  case  the 
directors  are  the  officials  whose  accounts  have  to  be 
audited,  and  the  body  of  shareholders  is  the  client  to 
whom  it  is  the  auditor's  duty  to  report. 

In  the  case  of  a  private  firm,  an  auditor  would  report 
everything  that  occurred  to  him  in  the  course  of  his 
audit  to  the  members  of  tiiat  firm,  but  this  cannot  be 
done  in  the  case  of  a  public  company.  It  is  clearly 
□ot  in  the  interests  of  the  shareholders  that  the  whole 
of  the  details  of  the  working  of  the  company  should  be 
made  public.  This  difficulty  is  recognised  by  articles 
of  association  which  state  that  directors  may  determine 
what  information  regarding  the  company's  affairs  may 
be  given  to  the  shareholders.  Thus,  the  auditor  of  a 
company  roust  not  act  as  he  would  to  the  nrincipal  of 
a  firm  and  disclose  [9^i^igit^@t^^m^eTS  the 
details  of  the  business,  but,  of  courBO,  M  can  do  so 
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with  the  directoTB.   It  follows,  therefore,  that  he  must 

be  extremely  carefal  in  disclosing  details  of  a  com- 
pany's affairs  publicly  to  a  body  of  shareholders. 

There  is  a  further  poiut  as  to  whether  an  auditor 
can,  in  the  ordinary  course  of  bis  duties,  know  whether 
or  not  the  commission  paid  is  "  corruptly  "  paid  or  is 
secret,  and  if  he  made  a  mistake  in  publicly  stating  that 
a  given  commission  was  illegal,  bis  liability  for  damages 
might  be  very  great.  The  chief  point,  I  tbink,  that  he 
would  have  to  bear  in  mind,  in  deciding  whether  the 
commission  was  legal  or  illegal,  would  be  the  qneation 
whether  the  directors,  as  a  body,  were  acting  in  a  bond 
fide  manner  to  the  best  of  their  ability  for  the  financial 
welfare  of  the  undertaking.  Of  course,  it  would  be  an 
entirely  different  qnMti<»i  if  the  direct(H:8  themselves 
were  receiving  commissions  or  acting  improperly 
towards  the  shareholders  in  any  commission 
truisaction. 

To  take  a  ca^e  in  point,  bankers  divide  commissions 
with  stockbrokers,  and  though  doubtless  many  of  their 
clients  may  know  the  custom,  yet  probably  the  majority 
of  them  are  not  aware  that,  though  there  is  a  commis- 
sioo  debited  to  their  account,  part  of  it  goes  to  their 
own  bank.  This  may  in  future  be  deemed  a  "secret 
commission/'  it  has  been,  clearly  to  the  majority,  a 
secrel  commission  in  the  past.  No  doubt,  the  bankers 
render  good  service  and  are  entitled  to  remuneration. 
I  do  not  know  that  in  teims  they  expressly  guarantee 
their  clients  against  loss  by  a  defaulting  stockbroker, 
but  the  majority  of  the  well.known  bankers  would 
doubtless  accept  the  responsibility. 

In  this  instance,  I  should  say  that,  at  present,  it 
would  not  be  consistent  with  the  duties  of  an  auditor 
to  set  out  in  a  certificate  to  bank  shareholders  that  the 
bank  had  received  this  part  of  the  stockbrokers' 
commission. 

Briefly,  then,  until  further  light  bas  been  thrown  on 
the  meaning  of  the  statute,  it  would  appear  to  be  the 
auditor's  duty  to  report  such  commisuons  as  apparently 
could  be  characterised  **  secret "  to  the  board,  but  not 
necessarily  to  the  shareholders,  unless  be  was  dis- 
satisfied  as  to  the  bona  fides  of  the  directors. 

I  am.  Sir,  your  obedient  servant, 

F.C.A. 

Cndltor'A  Assent  to  Deed  of  Aasignment. 
{To  tht  Editor  of  Tk»  Aceouniant.) 
Sir,— I  shall  be  glad  if  you  could  inform  me  whethei 
a  case  bas  been  decided  on  the  question  of  what  is  a 
reasonable  time  within  which  a  creditor  must  assent  to 


'  a  deed  of  asaignment  in  order  to  obtain  the  benefit  of 
any  dividends  that  may  be  paid. 

Yours'faitbfully, 
Decembtr  i^h  igo6.  A.-F,  D. 


Deed  of  Asaignment. 

(To  ike  Editor  of  Tht  Aeeountant.) 
\    Sib,— A.  is  a  builder  who  is  building  cottages  for 
'  B.    C.  supplies  A.  with  material.   At  one  point  A. 
;  gives  C.  a  letter  to  B.,  thus : — 

To  Mr.  B.  August  lofA,  T906. 

Pay  Mr.  C.  on  account  of  contract,  and  reduce 
same  from  my  tender. 

Yours  truly, 

A. 

B.  pays  C.  the  amount  understood,  though  not  stated, 
viz.,  £30,  which  is  at  that  time  owing  to  A.  B.  omits 
to  demand  the  letter,  and  it  remains  in  C.'s  hands. 
Snbaeqnentiy  A.,  after  incurring  more  liability  to  C. 
and  others  in  the  cottage  contract,  makes  a  deed  of 
assignment.  C.  refuses  to  come  in  with  the  other 
creditors,  and  claims  that  B.  must  pay  to  him  all  that 
A.  owes  to  him  (C),  and  bases  his  claim  on  the  above 
letter. 

The  trustee,  however,  claims  from  B.  all  tbe  balance 
owing  to  A.,  and  refuses  to  acknowledge  the  letter 

above  as  of  present  effect. 

Does  tbe  letter  operate  as  C.  contends? 

As  the  trustee  in  question,  not  having  had  a  similar 
point  raised  before,  I  should  like  the  opinion  or 
experience  oi  others. 

Yours  faithfully, 
December  14th  1906.  NORTHERN. 

Professional  Etiquette. 

{To  the  Editor  of  Tkt  Accountant.)  . 

Sir, — My  attention  has  been  prominently  drawn  to 
the  letter  of  Mr.  ].  R.  Williams,  which  appeared  in  your 
issue  of  ist  inst.,  and  to  your  Weekly  Note  r^erring  to 
this  question  in  the  December  15th  number  of  your 
journal,  and  I  would  crave  your  kind  indulgence  to 
briefly  comment  upon  the  same. 

In  the  first  place,  what  is  understood  by  the  term 
"  professional  etiquette "  ?  My  personal  rendering  is 
that  it  may  be  defined  as  the  attitude  or  behaviour  of 
one  member  of  a  profession  towards  another  member 
which  can  evoke  no  cause  of  complaint  or  criticism. 
Adopting  this— it  may  be  egotistical— definition  as  a 
basis,  I  now  proceed  to  consider  its  bearing  in  nlation 
to  shareholders  and  their  auditors. 
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It  may,  1  think,  be  presumed  without  contradiction 
that  shareholders,  when  appointing  an  auditor,  usually, 
or  at  least  shonid,  satisfy  themselves  on  two  essential 
points :  firstly,  the  capability  of  the  expert  in  the  audit- 
ing of  their  accounts;  and  secondly,  the  firing  of  a  fee 
which  is  an  adequate  and  equitable  one  for  the  duties 
performed,  and  one  which  does  not  err  either  in  the 
direction  of  excess  or  insufficiency.  If  these  funda- 
mentals are  admitted,  an  auditor  should  not,  in  my 
judgment,  be  opposed,  nor  should  he  be  removed, 
except  in  cases  of  incapacity  or  variance  of  opinion  with 
the  board  of  directors  upon  vital  methods  of  procedure 
which,  influenced  by  the  directing  power,  are  endorsed 
by  the  shareholders  as  a  body— or,  in  other  words, 
where  the  views  submitted  by  the  auditor,  embodying 
important  principles,  are  in  a  distinct  minority  and  do 
not  command  approval  or  confinnatioD.  Even  here  a 
distinction  must  be  drawn.  Where  proved  incapacity 
exists— an  infinitesimal  percentage,  I  venture  to  affirm — 
sympathy  would  naturally  be  withheld ;  but  in  the  latter 
alternative  the  auditor's  conclusions,  although 
unacceptable  to  sbareholders,  may  be  unanimously 
upheld  by  the  profession  as  a  whole,  in  which  case 
another  member  permitting  himself  to  be  nominated 
would,  in  my  opinion,  be  guilty  of  a  breach  of  profes- 
sional etiquette  unless  the  existing  auditor  had  first 
resigned  and  withdrawn  his  name  for  re-election.  So 
much  for  primary  causes. 

Secondary  causes  may  be  traceable  to  favouritism 
or  parsimony,  or  possibly  both.  If  a  company  falls  on 
evil  days  the  appointed  auditor  has  the  option  of  volun- 
tarily suggesting  or  consenting  to  a  reduction  of  his 
fee,  and  in  cases  of  real  hardship  this  course  would,  it 
may  be  assumed,  be  cheerfully  pursued.  But  when  a 
condition  of  prosperity  exists  the  auditor  would  rest 
under  no  obligation  to  accept  a  reduced  fee,  under, 
mayhap,  a  veiled  threat,  and  he  would  be  quite  within 
his  rights  in  offering  himself  for  re-election  on  the 
remuneration  he  had  previously  received.  In  such 
circumstances  another  member  contesting  the  appoint- 
ment at  a  less  fee  for  precisely  the  same  work  would, 
to  my  mind,  infringe  upon  profesrional  etiquette  to  an 
unwarrantable  and  inexcusable  extent.  Where  interest 
gives  a  majority  to  favouritism,  notwithstanding  that 
the  integrity  of  the  existing  auditor  is  unassailable,  an 
acceptance  of  the  post  by  another  member  availing 
himself  of  a  compulsory  resignation  due  to  an  unten- 
able poution  would  be  both  a  puaillauimous  and  con- 
temptible proceeding,  and  constitute  a  far  more  serious 
disregard  of  professional  etiquette. 


Now,  I  have  always  understood  that  our  Institnte  of 
Chartered  Accountants  was  formed  for  the  attainment 
of  certain  wdl-defined  objects,  amongst  others  to 
uphold  the  dignity  of  the  profession  by  maintaining  the 
credit  of  its  members,  and  to  jealously  protect  the 
moral  laws  concerning  profesaohal  etiquette.  I  am 
aware  that  their  action  is  often  more  or  less  fettered 
by  the  inadequacy  of  safeguards  afforded  by  the  Com- 
panies Acts,  and  particularly  by  the  non-imposition  of 
penalties  for  breaches  of  the  audit  clauses,  the  amend- 
ment or  recasting  of  which  is  devoutly  desired  by  most 
members  of  the  profession,  e^;iecially  the  failure  to 
provide  for  suitable  notice  being  given  to  ontgidng 
auditors.  But  it  seems  to  me  that  unless,  in  the  interim, 
the  Institute  more  freely  makes  use  of  its  existing 
powers  to  their  utmost  limit  in  severely  dencHindng  all 
cases  of  breach  of  professional  etiquette,  and  deals  with 
them  accordingly,  it  will  be  reproachfully  regarded  as 
timorous  in  its  actions  and  ineffective  in  its  decisions. 
That  a  high  standard  of  rectitude  should  be  rigorously 
enforced  is  incontestable. 

I  am.  Sir,  your  obedient  servant, 

December  lyth  1906.  INCOGNITO. 


Income  Tax 

{To  the  Editor  of  The  Aceeuniant.) 
Sir, — It  is  with  interest  I  read  matter  appearing  in 
your  paper  relating  to  income-tax.  Your  correspon- 
dent "  C.  C."  raises  a  question  of  liability  to  income- 
tax  as  successors  to  a  business  where  the  assessment 
to  tax  is  in  excess  of  the  profits,  and  payment  of  duty 
is  insisted  upon  by  the  Surveyor  of  Taxes,  who  ignores 
the  account  submitted  for  the  first  year's  trading  of  the 
successors. 

"  C.  C."  might  with  interest  (but  not  satisfac- 
tion) read  your  statement  in  the  same  issue  that  his 
letter  appears : — "  It  is  a  somewhat  unprofitable  task 
"  to  laboriously  consider  what  is  the  tme  effect  of  aoy 
"  section  of  the  Income  Tax  Acts,  as  in  practice  the 
"  law  is  administered  according  to  the  views  and  inter- 
"  pretationsof  the  Boardof  Inland  Revenue."  To  which 
you  might  have  added,  "  and  the  individual  views  and 
ideas  of  their  Surveyors  of  Taxes." 

When  some  practical  step  is  taken  by  accountants 
and  others  interested,  say,  to  instruct  their  Members  of 
Parliament  to  support  the  remodelling  of  the  present 
out-of-date  machinery  governing  the  income-tax,  to  the 
joy  and  satisfaction  of  thousands  of  their  constituents, 
and  not  saddle  the  Surveyors  of  .Taxes  wit^jreaponsi- 
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bility  which  the  majority  are  not  willing  to  accept,  then 
we  shall  be  able  to  have  a  little  common  sense  intro- 
duced in  the  methods  adopted  in  the  settlement  of  the 
thousands  of  vexed  questions,  and  so  remove  the  very 
gross  injastice  done  to  thousands  of  taxpayers  by  the 
**  official  *'  methods  now  employed. 

I  venture  to  offer  a  few  suggestions  to  this  end,  and 
shall  be  glad  if  more  able  men  follow  up  the  proposed 
solutions  :— 

Three  Years'  A  verage. 
(a)  5  &  6  Vict.  c.  35,  s.  ICO,  First  Rule.— Repeal  of 
the  words,  "  upon  a  &ir  and  just  average  of  three 
"  years,  ending  on  such  day  of  the  year  immediately  pre- 
"  ceding  the  year  of  assessment,"  &c.  &c.,  and  substitute 
after  "concern  ""For  the  ^Mf  ending,"  &C.&C  Thus 
abolishing  the  necessity  of  submitting  the  accounts  for 
three  years.  This  is  advocated  by  such  eminent  income- 
tax  ofHcials  and  authorities  as  E,  £.  Nott  Bower, 
Em].,  Commissioner  of  Inland  Revenue;  Sir  Francis 
Gore,  Solicitor  to  the  Inland  Revenue;  Sir  Thomas 
Hewitt,  K.C.,  Clerk  and  Counsel  to  the  Commissioners 
for  the  City  of  London  for  over  twenty-two  years,  and 
Chairman  of  the  Clerks  to  the  Commissioners  of  Great 
Britain ;  and  many  others,  in  their  evidence  before  the 
Departmental  Committee  on  Income  Tax,  and  it  is 
recommended  hy  the  Committee  in  their  Report  (105  & 
106.) 

Professional  Representation  on  Appeals, 
ib)  61  &  63  Vict,  c.  10,  s.  16.— Amend  by  omitting  the 
words  it  shall  be  lawful,"  and  substitute,  "  And  the 
"  General  Commissioners  are  hereby  required  to  hear 
"any  barrister,  solicitor,  accoontant,  or  dnly  autho- 
"  rised  agent,"  &c.  &c. 

(c)  And  add  such  parts  of  16  &  17  Vict.  c.  34,  ss.  21 
and  33,  as  may  be  necessary  to  Niable  a  disBatisfied 
appellant  to  fiirther  appeal  to  the  Recorder  or  County 
Court  Ju^e  or  m^istrates  as  he  may  elect. 

This  would,  in  my  opinion,  stay  the  hands  of  the 
local  assessors  and  Surveyor  of  Taxes  in  making 
assessments  to  income-tax  upon  persons  more  entitled 
to  parish  relief,  and  the  business  of  a  dissatisfied 
appellant  would  only  be  made  public  at  his  own  discre- 
tion when  be  could  not  get  the  satisfaction  from  the 
General  Commissioners  to  which  he  considered 
himself  entitled ;  and  taxpayers  would,  I  tbink^ 
receive  far  more  consideration  at  the  hands  of  the 
Commissioners,  who  at  present  sit  in  final  judgment, 
safe  in  the  knowledge  that  no  appeal  Ues  from  their 
decision, 


Apart  from  this,  I  think  those  responsible  for  the 
charge  being  made  in  the  first  instance  would  ose  more 
discretion  when  making  the  assessments  if  they  knew 
that  there  was  a  probability  of  an  appeal  being  made 
in  a  public  Court  instead  of  in  the  usual  private  office 
of  the  Clerk  to  the  Commissioners,  where  an  appellant 
finds  himself  confronted  with  the  Commissioners 
(gentlemen  who  usually  occupy  the  County  Bench  and 
who  elect  themselves  Commissioners  from  their  own 
exclusive  body),  their  Clerk  (who  is  a  lawyer),  the 
Surveyor  of  Taxes  (who  is  an  expert  in  income-tax  law 
and  practice,  and  who,  as  you  state  in  your  Note,  has 
the  Tax  Acts  administered  according  to  his  views  and 
ideas),  and  the  local  assessors ;  and  many  thousands 
of  poor  struggling  business  men  can  testify  to  the  scant 
courtesy  and  summary  procedure  of  this  secret  Court. 

The  publicity  advocated  by  Mr.  Arthur  Chamberlain, 
J. P.,  in  his  evidence  before  the  Departmental  Com- 
mittee on  Income  Tax  on  Wednesday,  the  2nd 
November  1904,  is  what  is  requfred  to  remedy  the 
income-tax  machinery.  A  good  many  officials  would 
be  far  more  likely  to  shirk  publicity  of  some  of  the  most 
absurd  assessments  than  an  aggrieved  (and  perhaps 
long-sufTeriog)  taxpayer. 

U  was  never  intended  by  the  Tax  Acts  that  a  business 
man  should  be  compelled  to  have  his  books  kept  by  a 
Chartered  Accountant  and  employ  a  solicitor  to  appear 
for  him  before  the  Commissioners,  as  some  Surveyors 
seem  to  think. 

Hoping  I  have  not  trespassed  too  much  upon  your 
valuable  space, 

I  beg  to  remain,  yours  faithfully, 
Wigan,  lytk  December  1906.  J.  DIXON. 


Floating  Cbargea  and  Equitable  Mortgaces. 

{To  the  Editor  of  The  Accountant.) 
Sir,— Notwithstanding  your  remarks  in  last  week's 
issue  in  reply  to  my  letter  of  the  preceding  week,  I  am 
still  of  opinion  that  the  decision  in  question  is  one  of 
very  serious  moment  to  debenture-holders,  as  a  mort- 
gage given  on  the  floating  assets  of  a  company  which 
can  afterwards  be  specifically  mortgaged  is  really  no 
security  at  all,  because  when  the  debentures  crystallise, 
through  some  default  on  the  part  of  the  company,  all 
the  floating  assets  can  have  been  previously  disposed 
of  to  third  parties.  If  this  can  be  done,  what  benefit 
accrues  to  the  debenture-bolder  by  inserting  in  the 
debenture  the  usual  words,  "  the  company  shall  not  be 
"  at  Uberty  to  create  any  ^^|||^p<§^^^J^ty 
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"  to  or  ranking  pari  passu  with  this  debenture  7  "  In 
the  light  of  the  decision  referred  to  these  words  appear 
meaningless. 

Query — Would  the  debenture-holders  have  a  right 
of  action  against  the  directors  for  a  breach  of  trust  in 
creating  specific  mortgages  as  above  ? 

Yours  truly, 

lyth  December  1906.  R.  A. 


Ooodwill  In  Accounts. 

{Tff  the  Editor  of  The  AceomntttHt.) 
Sir,— I  have  read  with  interest  the  correspondence 
which  has  appeared  under  this  title  in  your  columns 
during  the  last  three  weeks.  I  must  say  that  I  find  as 
much  difficulty  in  accepting  Mr.  Sinclair's  views  as  all 
(or  almost  all)  of  year  other  correspondents  have  done. 


'  Examiners  in  bookkeeping  are  too  often  culpably  care- 
,  less  in  the  way  in  which  they  express  themselves,  but  I 
cannot  believe  that  when  an  examiner  expressly  states 
that  the  goodwill  is  to  be  taken  as  of  the  value  of  3^800, 
he  means  that  the  value  is  to  be  taken  as  being  £1,200, 
I  also  find  it  difficult  to  believe  (althoagh  apparently 
I  Mr.  Sinclair  finds  no  difficulty  in  doing  so)  that  any 
examiner  would  descend  to  what  wonld  be  very  much 
like  an  unworthy  trick  to  confuse  candidates.  Mr. 
Sinclair  seems  to  be  detomined  to  explain  obscurum  per 
obseurius,  if  Indeed  there  is  any  obscurity  about  the 
question  as  set,  which  is,  I  think,  extremely  doubtful. 
He  really  seems  to  think  that  it  is  quite  sufficient  for  him 
to  assert  that  a  thing  is  so-and-so  to  make  it  so,  for  in 
your  issue  of  December  15th  we  are  told  that  the  good- 
will is  £i,200,  even  before  C.  comes  into  the  question 
at  all,  for  he  puts  down  the  second  stage  of  the  Balance 
Sheet,  as  follows : — 


Dr. 


A.  AND  B. — Balance  Sheet  as  at  date  op  Inclusion  of  Goodwill. 


£     s  d  .      £     s  d  1! 

Creditors   :    2,6^0  o  o  '  Goodwill  

Partners'  Capital  Accounts i  Sundry  Assets  

A   4,000  o  o                       Z.MS  Resem  00  Bo<4t  Ddbts  .. 

^dtf  Half-share  Goodwill   60000  : 

■  '  ■    4,600  o  o 

B   4.000  0  o  ' 

Add  Half-share  Goodwill   600  o  o 


s  d 


10,934  o  o 
3S4    o  o 


4,600  o  o 
£11,650  o  o 


Cr. 

£     »  d 

i,aoo  o  0 

10,690  o  0 


£ii,Sso  o  o 


I  do  not  .think  that  many  of  your  readers  will  take 
this  as  being  correct  on  anyone's  ipse  dixit. 

Faithfully  yours, 
17th  December  1906.  W.  F.  DINGWALL. 


{To  the  Editor  of  The  AefomntaHt.) 
Sir, — I  suppose  that  your  correspondent  Mr.  D.  W. 
Sinclair  is  like  the  juryman  who  had  never  before  in 
his  life  met  eleven  such  obstinate  persons.  He  is  quite 
wroug  a  capite  ad  calcem.  If  he  will  but  clearly  think 
the  matter  over  he  will  see  his  error,  since  a  fonle 
Puro  pura  defiuit  aqua.  The  capital  of  A.  and  B. 
is  each  £^,400,  and  to  qualify  C.  for  an  equal  share 
of  the  assets  and  profits  he  must  bring  in  the  same 
amount  as  stands  to  their  credit.  It  is  rather  unfortu- 
nate that  he  should  take  up  the  position  was  ich 
gethan  habe,  das  kahe  ich  gethan,  und  ich  kann  es  nicht 
andem.  He  stands  alone,  but  arrima  te  aos  bans  serds 
hum  delles. 

A.  and  B.  benefit  by  the  introduction  of  C.  dnce  they 
purchase  eqoality  with  £^,000,  whilst  C.  must  pay 


^4400.  It  is  not  always  correct  that  06  actu  ad  posse 
valet  illatio,  although  generally  so,  but  the  orthodox 
way  of  treating  the  matter  goes  back  ab  urbe 
condita,  and  with  it  Hr.  Sinclair  Is  not  m  rapport. 
He  would  say  actum  ne  agas,  but  for  the  future  his 
motto  should  be  not  festina  lentCf  hat  ad  mala  quisqiu 
animum  r^erat  sua.  He  stands  now  «  fronU  pracipitum 
a  tergo  lupus,  and  it  would  be  better  if  he  woald  d^er 
to  the  majority.  Otherwise — 

Quien  bUn  Uaiey  mat  esa^t, 
Del  mal  que  U  vicne  no  »  enoje. 

He  cannot  adjust  his  accounts  without  creating  a 
premium  to  the  other  partners,  but  this  is  not  required 
by  the  question.  The  Introduction  of  £4,400  by  C 
gives  to  each  an  equahty,  quod  erat  demmstramdum. 
One  may  now  say  post  nubUa  Pkcfbus,  and  since  U 
fin  de  la  semaine  port*  conseil  the  point  may  at  last  be 
clear  to  him. 

Still,  mientras  se  gano  algo  no  se^pierde  nada,  and 
the  discussion  hss  not  dR^eCAnti^lTi^bisted^althoagh 
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there  has  been  "  bat  one  hal{peDny>«orth  of  bread  to 
this  intolerable  deal  of  sack." 

Yours  informingly, 
AN  ENGLISHMAN  ABROAD. 
ijth  December  1906. 

{To  ike  Editor  of  Tie  Aeeountont.) 
SiRt— I  observe  that  yon  apologise  in  your  issue  of 
this  week  for  a  mistake.    I  hope  you  will  pardon  me  if 
I  state  that  this  was  unnecessary,  as  no  mistake  was 
made,  for  the  folloiring  reasons,  viz. : — 

(i)  The  *'  value  set  upon  the  goodwill  is  determined 
by  the  price  asked  for  a  fixed  share  thereof,"  by 
stating  that  A.  and  B.*8  capital  Is  to  be  increased 
by  ^800,  thus  fixing  the  one-third  share  at  £^00, 
and  not  jf?66  138.  4d, 
(3)  That  the  figure  of  could  not  "be  sob- 

"  sequently  altered  at  pleasure  as  the  number  of 
"partners  is  increased,"  as  it  is  the  actual 
agrrad  valne  of  the  goodwill,  and  is  not  a  ques- 
tion of  the  number  of  the  partners ;  they  might 
be  twenty,  but  the  value  of  the  goodwill  would 
be  no  more,  unless  the  exh-a  capital  introduced 
increased  the  volume  of  trade.  Upon  this 
point  Dicksee,  in  his  work  on  "  Auditing,"  6tb 
edition,  1904,  states:  "The  amount  at  which 
**  goodwill  is  stated  in  a  Balance  Sheet  is  never 
"  supposed  to  represent  either  its  maximum  or 
"its  minimum  value;  no  one  who  thought  of 
"  purchasing  a  business  would  be  In  the  least 
"  Influenced  by  the  amount  at  which  the  good- 
**  will  was  stated  in  the  accounts ;  in  short,  the 
**  amount  is  absolutely  meaningless,  except  as  an 
'*  indication  of  what  the  goodwill  may  have  cost 
'*  in  the  first  instance."  He  also  states  that 
goodwill  *'  is  liable  to  fluctuations,  both  continual 
and  extreme." 
(3}  There  was  a  value  attaching  to  the  business 
independently  of  its  tangible  assets  before  the 
purchase  of  the  budness — namely,  the  goodwill, 
which,  however,  was  not  paid  for  by  A.  and  B., 
but  which  on  the  introduction  of  C.  they  value 
at  £zyioo  or  800  as  between  themselves,  or,  in 
the  words  of  the  question,  "  A.  and  B.  agree  to 
"  admit  C.  into  partnership,  on  the  terms  that 
"they  first  added  to  the  price  paid  £^00  for 
**  goodwill,  and  that  C.  brought  in  a  sum  in  cash 
"  snffident  to  make  him  an  equal  partner,"  thus 


making  the  agreed  valuation  of  the  goodwill 
j^i,300.  Now,  as  their  equal  proportions  of 
capital  on  this  baris  are  ^^4,400  each,  on  the 
introduction  and  payment  by  C.  of  his  share  in 
cash  this  gives  original  assets  3^9,200,  plus 
,£'4400,  making  a  total  of  /i3,6oo,  which,  after 
creditiDg  them  with  their  equal  proportions  of 
capital,  leaves  /400,  which  I  contend  should  be 
paid  out  to  A.  and  B.,  or  if  it  is  to  remain  in  the 
business  should  be  shown  on  the  Balance  Sheet 
as  a  loan  to  it  by  them. 

This  view  is  upheld  by  Dicksee  in  his  treatise 
on  "  Goodwill  and  its  Treatment  in  Accounts," 
where  he  remarks,  "  This  idea  of  '  the  business  * 

and  the  goodwill  of  a  business  as  distinct  from  its 
"  tangible  assets  is  fundamental  in  English  law  on 
"the  subject." 

Goodwill  has  two  distinct  meanings,  so  far  as 
the  owners  are  concerned,  and  the  vestment  of 
the  rights  accruli^;  from  such  ownersh^t— viz., 
rights  in  rem  as  distinguished  from  rights 
in  personam — may  vary,  as,  for  example,  the 
conveyance  of  the  old  business  premises  or  old 
firm  name  it  has  a  valne  upon  transfer  which  is 
capable  of  being  estimated  ftpart  altogether  firom 
the  individual  who  carries  on  the  business,  while 
in  those  cases  where  the  business  is  of  a  purely 
personal  nature,  it  can  only  be  transferred  by 
the  recommendation  of  the  assignor.  Undoubt- 
edly, in  many  cases,  the  transfer  of  the  goodwill 
can  only  be  effected  by  a  combination  of  these, 
but  whether  the  right  be  in  rem  or  in  personam 
does  not  affect  the  original  partners*  rights  to 
share  in  any  amount  specifically  paid  by  way  of 
premium  for  a  share  in  the  goodwill  of  the 
business. 

Therefore  it  must  be  abundantly  clear  that  the 
treatment  of  the  question  both  by  the  Students' 
Telephone  and  your  correspondents  is  both  legally 
incorrect  and  economically  unsound,  for  to  aver 
that  no  proportion  of  the  amount  paid  the 
Incoming  partna  for  goodwill  must  be  paid  or 
even  credited-to  the  original  partners  beyoud  the 
amount  credited  on  their  Capital  Accounts  is 
manifestly  absurd,  and  would  be  treatment  that 
in  practice  they  would  not  submit  to  themselves. 
As  the  points  abov^ -mentigned  do  not  seem  to  be 
generally  understood  by  the  profession,  from  the  nature 
I  of  the  correspondence,  I  again  appMid  two  Balance 
Sheets,  one  on  the  basis  [vlitttogipidvlDat  ^^the 
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other  on  the  basis  of  ;f  1,200,  both  before  disturbing  the 
£^66  13s.  4d.  and  £4,^00  brought  in  by  C.  respec- 
tively in  the  two  cases. 

I  cannot  now  go  into  the  matters  raised  by  other 
correspondents  this  week,  bnt  all  show  a  complete  lack 
of  grip  of  the  point  of  the  matter,  showing  that  no 
careful  consideration  was  given  before  replying. 

Mr.  Ball's  remarks,  as  a  refutation  of  my  criticisms 
(as  be  alleges)  are  an  atwrtion,  for  he  adduces  no  facts 
or  reasons  in  support  of  hts  arguments;  apparently 
being  one  of  those  persons  who  believe  that  a  large 
amount  of  dogmatic  assertion  to  be  more  convincing 
than  any  amonnt  of  logical  proof.  For  Instance,  he 


states  that  "  far  from  *  ignoring  the  very  existence  oi  the 
"asset  of  £Soo,^  I  included  among  my  figures  in  the 
"  correct  proportion  of  me-third  io  each  partner,"  whereas 
he  only  includes  C's  one-third  in  his  £4*400  cash,  and 
leaves  out  A.  and  B.'s  ;£'8oo,  or  remaining  two-thirds, 
altogether. 

In  these  sort  of  discusnons  I  object  to  anything 

approaching  personalities,  and  trust  that  I  have  been 
successful  in  adhering  to  my  own  prinoii^es  in  this 
hiatance. 

I  am,  yours  faithfully, 
i8fh  Decmber  1906.  D.  W.  SINCLAIR. 


(1)  A.,  B.  ft  C. 

Baunce  Sbbbt,  drawn  op  on  the  assnmption  that  the  agreed  ^ue  of  the  Goodwill  m  tofo  be  only 


Dr. 


£8oOf  and  without  the  amonnt  introduced  by  C.  in  rei^ect  of  it  being  witbdiawn. 


Cr. 


Crediton  

Paxtnera'  Capital  Accounts 


Addird  share  of  Goodwill 


B  

Add  |rd  fihu«  of  Goodwill 

C.  (Cash  u  per  contra) 


Loan  Aooonnt:— 
A.  

B  


Being  amounts  not  withdrawn  bv  them  In 
respect  of  the  premium  paid  by  C  on 
aceonnt  of  Goodwill  on  entering  the 
bndness. 


s  d 


4,000  0  o 
366  13  4 


4,000  o  o 
366  13  4 


133  6  S 
133  6  8 


1,630  o  o 


4,366  13  4 


4,366  13  4 
4.366  X3  4 


a66  13  4 


fi5,7i6l3  4 


I  £     s  d  I      £     %  d 

Goodwill  ,  ..  Soooo 

Sundry  ABseU  '  io,«4  o  o 

Ltu  Reaem  on  Book  Debts  3S4  o  o 


Cub  at  Bank  £4,366  13  4 


10,630  o  o 
4.366  13  4 


£15.71613  4 


(S)  A.,  B.  ft  C. 

Balance  Shbbt,  drawn  up  on  the  agreed  basis  of  £1,200  as  the  value  of  the  Goodwill,  and  without 


Dr, 


the  amount  introduced  by  C.  in  respect  of  it  b«ng  withdrawn. 


Cr. 


Creditors  I 

Partners'  Capital  Account!  :— 

A  I   4.000  o  o 

Add^  share  of  Goodwill  ..       400  0  " 

B  '   4,000  o  o 

jiiU  ird  share  of  Goodwill  400  o  o 

C.  (Cash  as  per  contra)   

Loan  Aoconnt  :— 

A,   no  o  o 

B   200  o  o 

Beii^  amoonts  not  withdrawn  bv  them  In 
respect  of  the  premium  paid  o^  C.  on 
aocoont  of  Goodwill  on  mtenng  (he  ' 
business. 


3,^  o 


d 

o  o 


4^  o  o 


4,400  «  o 
4,400  o  o 


400  e  0 


^16,350  o  o 


Goodwill  

Sundry  Assets  

Ltss  Reserve  on  Book  Debts 


Cash  at  Bank 
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Ubc  Cbartered  accountants'  JSenevolent 
Bseociation. 


The  Honorary  Secretary  ioformB  us  of  the  following 
donation : — 

PcAt,  W.  B.—Edith  Peat  Gift  (£2^). 


CbartercZ)  accountants'  Golf  Club. 

The  Annaal  Toarnament  will  commence  at  the  beginoiog 
of  next  year;  the  first  prize  being  kindly  presented  by 
the  President  of  the  Institute  of  Chartered  Accountants 
(W.  B.  Peat,  Esq.).  and  the  second  prize  by  the  Club.  The 
winner  will  also  have  his  name  engraved  on  the  shield, 
which  is  hanging  in  the  Members'  Room  of  the  Institute. 
Members  wishing  to  play  must  notify  the  Hon  Sec.,  Mr. 
Daniel  Hill,  Junr.,  Beverley,  The  Avenue,  St.  Margarets- 
OD'Tbames,  on  or  before  Saturday  the  22nd  December  igo6. 

There  will  be  an  Optional  Sweepstake  of  2S.  6d.,  which 
must  be  sent  in,  together  with  the  entry. 

The  heats  may  be  played  on  any  Links,  except  the 
Semi'Final  and  Final  matches,  which  will  be  played  early 
in  May  near  London. 


personal. 


Mbssrs.  W.  H.  Paynb  &  Co.,  Incorporated  Acconntants, 
of  48  Gresham  Street,  London,  E.C.,  announce  that  they 
are  removing  their  ofiBces  to  Martin's  Chambers,  28  Martin's 
Lane,  Cannon  Street,  E.C.  Their  new  telephone  number 
will  be  ■■  9388,  London  Wall." 

Mr.  Arthur  J.  Parkinson,  of  Messrs.  Welch  & 
Parkinson,  Chartered  Accountants,  of  Commerce  Court, 
II  Lord  Street,  Liverpool,  announces,  with  deep  regret,  the 
death  on  the  6th  Inst,  of  his  father,  Mr.  Williah  Rcscoe 
Parkinson,  one  of  the  founders  of  this  firm.  He  intimates 
that  he  has  now  taken  into  partnership  Mr.  Albert  H. 
Hbnshaw,  A.C.A.,  and  Mr.  Ernest  Cobb,  A.C.A.,  both  of 
whom  have  been  actively  associated  with  the  business  for 
many  years.  The  firm  will  be  continued  under  the  same 
style  and  title  as  heretofore. 

The  late  Mr.  Adah  Murray,  of  Manchester,  who  died  on 
the  2ist  September  bat,  has  left  estate  of  the  gross  value  of 
/48,47i,  of  which  the  net  personalty  has  been  sworn  at 
£46,224.  The  deceased  has  made  numerous  valuable 
charitable  bequests. 


Aancbestec  Cbartereb  accountants 
Stubents'  Socfetfi. 

Railway  Wagons  under  Hire-Purchaae  Agreenients. 

By  Mr.  F.  Halsali.,  A.C.A. 


Presidential  Address  delivered  on  November  5  1906 
before  the  members  of  the  above  Society. 

The  subject  of  my  address  this  evening  comes  into  the 
practice  of  the  public  accountant  under  various  conditions, 
it  may  be  tn  his  position  as  auditor,  on  the  one  hand,  of  a 
wagon  building  concern  or  of  a  wagon  finance  company, 
or,  on  the  other,  of  a  business  (a  colliery,  iot  instance),  the 
nature  of  which  necessitates  the  employment  of  wagons. 
He  may  even  have  a  more  intimate  acquaintance  with  the 
subject  should  be  occupy  at  any  time  a  position  as  receiver 
and  manager  on  behalf  tA  debenture-holders,  or  as  liqui< 
dator  of  a  company,  or  trustee  in  bankruptcy,  wbere 
wagons  are  included  in  the  assets  taken  over  by  him. 

As  we  can  have  no  wagons  without  a  builder,  I  will  in 
the  first  instance  refer  to  the  accounts  of  a  wagon  building 
concern ;  but  I  do  not  meaa  to  elaborate  the  various  books 
of  account,  or  set  forth  detailed  accounts  ot  purchases  and 
expenses  which  appear  in  the  books  of  a  wagon  builder,  but 
to  consider  the  dealings  with  the  wagons  when  built  and 
delivered,  and  the  entries  consequent  thereon. 

The  wagons  may  be  either  sold  out-and-out  at  an  agreed 
price  per  wagon,  or  they  may  be  disposed  of  under  hire- 
purchase  agreements,  under  which  equal  quarterly  or  half- 
yearly  payments  of  rent  are  made  for  a  term,  at  the  end  of 
which,  the  conditions  of  the  lease  having  been  complied 
with,  the  wagons  may  become  the  property  of  the  hiror.  In 
the  former  case  the  transaction  presents  no  special  features, 
and  the  ordinary  entries  recording  a  sale  would  be  made  in 
the  books,  the  purchaser  being  debited  at  the  agreed  price 
and  a  nominal  account  credited  with  a  like  amount.   It  is, 
however,  the  transactions  under  hire-purchase  agreements 
to  which  I  wish  to  direct  attention  this  evening,  but  before 
considering  the  entries  to  be  made  in  connection  therewith 
it  would  be  well  to  set  out  briefly  the  provisions  usually 
embodied  in  the  agreements: — 
(i)  The  owner  agrees  to  let  on  hire,  and  the  hirer  ot 
tenant  agrees  to  take  on  hire,  a  number  of  wagons 
from  a  certain  date  for  a  specified  term  of  years,  vary- 
ing  from   three   to   seven    or   ten,    such  wagons 
being  numbered  with  the  tenant's  numbers,  but  also 
bearing  the  owner's  plates  with  the  owner's  numbers 
thereon ;  but  if  any  of  the  wagons  are  delivraed  to  the 
tenant  either  before  or  after  the  date  mentioned  in 
the  agreement,  an  average  date  of  deliveiy.^f>,;t>e 
taken  as  the  commenc^ilJnt^  the  term.^^  X'^^ 
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(3)  The  total  yearly  rental  is  stated  with  the  rate  per 

wagon,  as  also  the  dates  fixed  for  payment,  which 
may  be  either  quarterly  or  half-yearly,  but  generally 
quarterly. 

(3)  Interest,  usually  at  lo  per  cent,  per  annum,  is  to  be 
paid  on  rent  unpaid  fourteen  days  after  the  due  date. 

{4)  The  carrying  of  certain  injurious  articles  is  pro- 
hibited under  penalties. 

(5)  The  tenant  is  to  repair,  maintain,  and  paint  the 
wagons,  and  the  owner  has  the  right  of  inspection 
from  time  to  time,  to  see  that  this  cov^ant  is 
carried  out. 

(6)  The  tenant  is  not  to  assign  the  lease  without  the 
consent  of  the  owner,  but  such  consmt  is  not  to  be 
unreasonably  withheld. 

(7)  In  default  of  payment  within  twen^-eight  days  after 
the  due  date  of  any  part  of  the  rent  due,  the  same 
having  been,  demanded  in  writing  by  the  owner,  or  if 
the  tenant  becomes  bankrupt  or  compounds  with  his 
creditors;  or  being  a  company  or  corporation  goes 
into  liquidation,  voluntary  or  compulsory ;  or  if  a 
receiver  be  appointed,  or  if  the  wagons  a^  assigned 
without  the  consent  of  the  owner;  6r  if  there  is 
default  in  the  repuriag  covenants;  or  if  the  tenant 
allows  the  wagons  to  pass  out  of  his  possesion  with- 
out the  consent  of  the  owner,  or  shall  suffer  the 
owner's  plates  to  be  defaced  or  removed,  then  the 
owner  has  the  right  to  take  possession  of  the  wagons,, 
and  put  an  end  to  the  agreement  without  prejudice  to 
any  claim  he  may  have  for  damages  for  breach  of  the 
agreement. 

(8)  The  agreement  is  not  to  be  construed  to  be  a  purchase 
or  an  agreement  for  the  purchase  by  the  tenant  of  the 
wagons  included  therein,  but  on  due  completion  of 
the  agreement  and  payment  of  all  rent,  interest,  or 
other  moneys  payable  thereunder,  be  has  the  option 
of  purchasing  all  or  any  of  the  wagons,  usually  at 
the  price  of  one  shilling  each. 

(g)  In  some  agreements  there  is  a  provision  for  redemp- 
tion, under  which,  after  the  payment  of  the  firs'i 
year's  rent,  the  tenant  has  the  option  of  redeeming 
the  wagons  at  the  end  of  any  year  on  giving  stated 
notice,  and  by  payment  of  the  balance  then  owing  ir 
accordance  with  the  schedule  to  the  agreement 
together  with  the  nominal  purchase-money.  ^ 
Although  it  is  the  idea  of  the  hirer  when  entering  intt 
a  hire-purchase  agreement  that  he  is,  in  effect,  purchasing 
the  wagons  by  deferred  paym«its,  it  is  important  to  observi 
that  the  legal  ownership  of  the  wagons  does  not  pass^t: 
him  until  he  either  exercises  his  right  of  redemption  (if  any) 
prior  to  the  end  of  the  term,  or  until  the  last  instalment  is 
discharged,  and  in  either  case  the  payment  of  the.  nominal 
amount  provided  for  in  the  agreement. 


It  might  be  urged,  therefore,  that  until  tbe  hirer  becomes 

the  legal  owner  the  transaction  should  not  be  treated  as  a 
sale  i  but  it  seems  to  me  that  so  far  as  the  question  of 
taking  the  profit  is  concerned,  it  may  be  considered  a  sale, 
the  builder  in  effect  leading  the  purchase-money  and 
retaining  the  legal  ownmihip  of  the  wagons  as  security  for 
the  payment  thereof  with  interest.  As  a  further  argimient 
against  treating  the  transaction  as  a  sale,  it  might  also  be 
stated  that  the  hirer  is  not  bound  to  complete  the  agree- 
ment, and  may  return  the  wagons  after  payment  of  a  few 
instalments.  Having  regard,  however,  to  the  fairt  that  the 
hirer's  payments  represent  a  much  larger  amonnt  than  if 
be  were  paying  simple  hire,  the  probabilities  are  that  he 
will  endeavour  to  complete  the  agreement ;  but  should  be 
not  do  so  (apart  from  any  question  of  falling  values  in 
wagons  generally),  the  builder  would  probably  not  suffer 
any  loss  on  a  subsequent  sale  of  the  wagons,  as  the  capital 
portion  of  the  instalments  paid  by  the  hirer  would  be  in 
excess  of  any  depreciation.  This  may  not  be  the  case,  how- 
ever, where  wagons  are  returned  within  the  first  year,  but 
experience  shows  this  is  a  very  unusnal  occurrence.  In  this 
connection  1  saw  a  statement  only  the  other  week  in  the 
prospectus  of  a  wagon  finance  company  that  during  a 
period  of  fourteen  years  not  one  penny  had  been  lost  by  a 
bad  debt. 

In  fixing  the  amount  of  the  instalments  to  be  paid,  the 
builder  will  have  regard  to  the  cash  value  the  wagons 
for  an  out-and-out  sale,  as  to  how  the  instalment*  are  to  be 
payable,  whether  quarterly  or  half-yearly,  and  to  the  term 
of  the  proposed  lease,  and  the  rate  of  interest  he  expects 
on  the  uiqiaid  principal,  which  is  usually  6  per  cent.  The 
liirer  would  also  naturally  have  regard  to  tbe  same 
considerations. 

For  example,  a  builda  is  negotiating  the  hire-purchase 
ul  loo  wagons,  wiiicfa  he  would  sell  out<and-out  for  £60 
each,  01  ;f  6,000  ia  all.  The  intending  hirer  is  agreeable  to, 
say,  a  three  years'  lease,  and  to  paying  the  instalments 
half-yearly,  interest  being  charged  at  6  per  cent.  (I  have 
taken  a  short  period'  and  half-yearly  instalments  for  tbe 
sake  of  brevity.) 

The  builders  have  tables  showing  the  instalment  payable 
quarterly  or  half-yearly,  which  would  give  them  at  the  end 
of  the  term  agreed  repayment  of  the  principal  with  interest 
at  given  rates,  the  tables  also  showing  how  much  of  each 
instalment  is  on  account  of  principal  and  how  much  is 
interest.  From  his  tables  he  would  ascertain  that  the  half- 
yearly  instalment  required  to  pay  off  the  ;£6,ooo,  with 
interest  on  the  haU-yearly  balances  outstanding  at  6  per 
cent,  per  annum,  would  be  £t,toy  iis.  8d.,  and  coose- 
quentiy  £2,215  3^-  4^-1  the  yearly  rental,  would  be  set  out 
in  an  agreement  between  the  bt^l<ifeu5.jD«fer  and  th« 
hirer  or  tenant.  ^  git  zed  byTLitJO^ie 
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As  a  matter  of  intersst  to  the  accountant  student,  the 
instalment  can  b«  ascertained  by  means  of  Itarood'a 
Tables,  which  show  the  present  valnes  of  £t  per  annum  for 
a  number  of  yean.  From  these  he  wonld  ascertain  that 
the  present  value  of  £i  per  half-year  for  three  years, 
interest  at  6  per  cent,  per  annum,  would  be  £S'79S4^' 
from  this,  by  a  proportion  sum,  that  the  amount  of  j^6,ooo, 
which  is  our  present  value,  would  require  an  inst^mmt  of 
;Ci,t07  lis.  8d.  per  half-year. 

It  is  usual  to  enter  the  particulars  of  each  lease  in  a 
Contract  Book,  or  Wagon  Lease  Book,  as  in  the  annexed 
form  "A,"  to  which  I  will  refer,  and  the  particulars  for  the 
entries  in  the  books  of  acroont  are  from  time  to  time  taken 
from  this  book. 

It  is  evident  that  it  would  not  be  correct  to  enter  the 
a^T^ate  of  the  instalments  to  be  paid  uadex  the  agree- 
ment, wfaich  amounts  to  £^,645  105.  od.,  as  the  selling 
price,  with  a  view  to  taEiag  credit  for  that  amount  at  the 
date  the  wagons  wen  delivend,  as  if  this  were  done  the 
Revenue  Account  as  at  that  date  would  receive  credit  for 
interest  which  had  not  accrued  and  would  not  accrue  for  a 
number  of  years. 

The  amount  to  be  entered  as  the  selling  price  is  the  cash 
value  of  the  wagons  oa  which  the  agreement  is  based,  in 
this  instance  jf6,ooo. 

Further,  having  regard  to  the  fact  that  the  hinr  is  not 
the  actual  owner  until  the  deteiminationi  of  the  agreement,' 
I  would  submit  lliat  it  is  more  ccmwa  (if  not  actually 
advisable)  to  debit  an  accotmt  called  "Wagon  Stock 
Account "  with  the  selling  value,  and  not  the  hirer's 
personal  account.  I  believe  the  latter  method  is  advocated 
at  times,  bat  it  would  not  be  comet  to  riiow  the  hirer  as  a 
debtor  for  the  selling  value.  He  is  not  so,  and  is  only  a 
debtor  at  any  given  time  for  the  unpaid  instalments 
accrued  due  or  for  arrears  thereof.  In  all  the  Balance 
Sheets  I  have  seen  of  wagon  finance  companies  tfie  prin> 
cipal  tumdeemed  in  respect  of  wagons  let  under  these 
agreements  is  shown  as  "Wagon  Stodc,"  the  him  in  no 
case  appearing  as  a  debtor  for  it. 

Taking  the  transaction  before  us,  the  entries  I  would 
suggest  in  the  first  instance  would  be  to  debit  a  "Wagon 
Stock  Account."  and  credit  Wagon  Sales  Account  or 
Wagon  Building  Acconnt  with  jf6,ooo,  and  the  difference 
between  this  amount  and  the  wages,  purchases,  and 
expenses  debited  to  the  Wagon  Building  Account  will  ^ 
the  building  profit. 

As  the  majority  of  hire-purchase  agreements  an  with 
wagon  finance  ccMnpaoies,  I  will  now  leave  the  considera- 
tion of  the  builder's  books  for  a  moment. 

When  a  user  of  wagons  is  desirous  of  purchasing  under 
the  hire-purchase  system  he  will  probably  i{>proach  a 
builder  as  to  the  class  of  wagon  he  requires,  and  the  cash 
price  flwrafor.  He  or  the  boildec  will  tfien  see  on  what 


terms  a  wagon  finance  ccHopany  will  let  them  under  a 
hire-purchase  agreement.  If  the  terms  are  satisfactory  the 
hirer  enters  into  the  agreement  and  ^e  finaace  company 
buys  the  wagons  out-and.out  from  the  builder.  Assuming, 
therefore,  that  our  transaction  has  been  financed  by  one  of 
these  companiies,  the  first  entries  in  thdr  books  will  be  a 
credit  to  the  builder  and  a  debit  to  "Wagon  Stock 
Account "  for  ;£6,oo(^  and  the  former  account  would  be 
closed  by  the  posting  of  the  cash  when  paid  to  the  builder. 

Be  a  hire-purchase  agreement  therefore  with  either  the 
builder  or  the  finance  company,  the  wagons  in  our  example 
would  be  standing  in  Wagon  Stock  Account  at  £fi,coo, 
aad  the  subsequent  entries  in  the  books  of  either  builder 
or  finance  company  would  be  tiie  same.  An  account  would 
be  opened  with  the  tenant  and  this  would  be  debited  each 
half-yeai'  with  the  instalment  due,  a  portion  of  each  being 
created  lo  the  Wagon  Stock  Acconnt  and  the  balance 
thereof  (the  interest)  to  Revenue  Account  as  rant. 

I  have  prepared  pra  formd  Accounts  'B,"  to  which  I 
will  now  refer.  From  these  you  will  observe  that  at  sSth 
February  1906  the  Wagon  Stock  Account  is  closed  by  a 
credit  thereto  of  a  propcntion  of  the  final  mstalment  npn- 
senting  capital. 

You  will  also  note  the  Revenue  Account  has  received 
credit  during  the  terms  for  j^645  los,  od.,  being  the  propor- 
tion of  the  ustalments  representing  interest,  which  cone- 
sponds  with  the  amount  in  our  Wagon  Lease  Book.  On 
receipt  of  the  nominal  purchase  money,  ts.  pw  wagon,  the 
original  owner's  name-plates  are  removed,  and  the  wagons 
become  the  property  of  the  hirer. 

I  would  now  direct  attention  to  the  Balance  Sheet.  The 
open  balances  from  time  to  time  would  ^>pear  thnein 
under  the  following  heads.  On  the  assets'  side :  — 

Wagon  Stock  Account  £ 

(Being  the  amount  of  principal  unre- 
deemed by  tenants  at  the  date  of  the 
Bahmce  Sheet.) 
Sundry  Tenants  for  Rent  of  Wagons  due  and 
arrears   / 

In  the  accounts  of  some  wagon  finance  companies  the 
portion  of  the  instalments  representing  capital  repaid  is 
credited  to  "  Wagon  Depreciation  Account,"  so  that  during 
the  term  of  an  agreement  the  wagons  tfaenin  referred  to 
stand  in  the  Wagon  Stock  Account  at  the  original  cash 
value,  whilst  the  Depreciation  Account  shows  the  amount 
of  capital  redeemed  by  the  instalments,  the  difference 
between  the  two  accoimts  from  time  to  time  being  the 
actual  capital  unredeemed.  When  the  agreement  mns  out 
by  completion  of  the  payments  the  "  Wagon  Stock 
Account "  is  then  credited  with  the  amount  of  the  original 
value  charged  thereto  and  the  De^eciation  Account 
debited,  thns  cancelUng  a^ife^^e^n^b^ 
the  credit  of  that  acconnt  ^ 


774 


THE   ACCOUNTANT        December  22.  1906. 


Id  the  Balance  Sheet  the  balances  of  these  accounts  from 
time  to  time  would  appear  under  the  following  beads. 
On  the  assets'  side  :  — 

Wagon  Stock  Account        . .  I 
Lta  Deprectatioo  Fund    . . 

£  

In  both  Balance  Sheets  the  net  amonnt  shown  as  wagon 
stock  would  be  the  same. 

Some  wagon  finance  compaaies  credit  their  Revenue 
Account  with  the  full  amount  of  each  of  the  instalments 
received  from  the  hirer  as  rent.  Agaiast  this,  however, 
they  debit  that  account  with  the  capital  portion  of  the 
instalment  and  credit  the  same  to  an  accotmt  called 
"  Redemption  of  Stock."  In  the  Balance  Sheets  the  amounts 
at  the  credit  of  the  latter  account  are  shown  as  a  deduction 
from  the  amount  of  Wagon  Stcck  Account,  in  the  same 
manuer  as  the  Depreciation  Fund  already  referred  to. 

in  the  ordinary  course  of  a  business  "Wagon  Stock 
Account  "  would  comprise  all  the  leases  current,  and  the 
balance  of  that  account  should  always  correspond  with  the 
total  of  the  balances  shown  in  the  "Coital  Outstanding 
Column  "  in  respect  of  the  various  leases  in  the  Wagon 
Lease  Book. 

Before  passing  on  to  the  consideration  of  the  accounts  of 
the  hirer  I  would  point  out  that  the  questions  of  repairs 
and  maintenance,  as  also  depreciation,  do  not  arise  in  the 
owner's  accounts,  as  these  charges  are  borne  by  the  hirer. 

We  will  now  consider  our  example  in  regard  to  the  entries 
to  be  made  in  the  books  of  the  hirer,  and  my  experience  is 
that  ii  you  were  acting  as  his  accountant,  and  it  was  his 
first  transaction  of  this  nature,  you  would  probably  be  con- 
sulted as  to  the  entries  to  be  made,  or  they  would  be  left  for 
you  to  raise  yourself. 

As  a  rule  the  only  information  before  you  is  that  contained 
in  his  agreement,  which  gives  the  term  of  years  and  the 
amount  of  the  quarterly  or  half-yearly  instalment  payable. 
This,  of  course,  is  not  sufficient  to  enable  you  to  allocate  the 
proportions  of  each  instalment  to  Capital  and  Revenue  ;  but 
if  the  hirer  does  not  know  the  estimated  cash  value  of  the 
wagons,  he  generally  knows  the  rate  of  interest  on  which 
the  instalments  are  based,  but,  if  not,  it  can  be  obtained 
from  the  owner  of  the  wagons.  Given  this,  you  can  get  at 
the  cash  value — which  is  really  the  present  value  of  the 
instalments— by  referrinf;  to  "  Inwcod's  Tables,"  These, 
as  before  mentioned,  give  the  present  values  of  £i  per 
annum  from  :  up  to  loo  years  at  varying  rates  of  interest. 

Assuming  you  have  ascertained  the  rate  of  interest,  which 
in  our  example  is  6  per  cent.,  you  would  know  that  the 
instalments  covered  a  period  of  three  years  at  /I1I07  iis.  8d. 
per  half-year,  and  would  find  from  the  tables  that  the  present 
value  of  £1  per  half-year  for  that  term  is  £y4iyitj.  It 
would  therefore  follow  that  the  present  value  of  the  half- 
yearly  instalment  of  £1,107  ^^s.  8d.  is  this  amount  muUi. 


plied  by  £5-41719,  which  gives  /6,ooo.  If  both  the  cash 
value  and  the  rate  of  interest  are  obtained  from  the  builder 
or  wagon  company  there  will,  of  coorse,  be  no  necessity 
to  refer  to  Inwood.  Having  obtained  the  cash  value,  yon 
would  probably,  for  your  own  satisfaction,  prepare  a  state- 
ment on  the  lines  of  Form  C.  This  would  give  yoa  the 
proportions  of  the  principal  and  interest  of  each  instalment 
which  correspond  with  the  unounts  already  given  with  the 
Form  A.  At  the  same  time  it  would  satisfy  you  that  the 
entries  you  proposed  to  make  in  the  books  were  correct,  and 
that  on  the  expiration  of  the  lease  the  instalments  payable 
would  work  off  the  original  cash  value  with  interest  at  6  per 
cent.  In  practice  there  are  several  methods  of  dealing  with 
the  entries  in  the  books  of  account : — 

(i)  The  method  I  prefer  is  to  have  one  account  only  with 
the  builder  or  finance  company,  crediting  thereto  the 
amount  of  each  instalment  as  it  becomes  due,  and  debiting 
the  proper  portions  thereof  to  a  'iWagon  Capital  Account," 
and  to  Interest  Account,  as  in  Form  "D."  The  Personal 
Account  would  be  closed  from  time  to  time  as  tbe  cash 
paid  for  each  instalment  was  posted.  The  Wagon  Ca[Hta 
Account  would  be  opened  by  a  debit  thereto  of  tbe  propor- 
tion of  capitial  included  in  tbe  first  instalment,  and  would 
be  added  to  each  half-year  by  the  capital  proportion  of  each 
succeeding  instalment,  until  at  the  end  of  the  three  years  it 
would  total  to  the  cash  value  of  ;^6,ooo.  By  this  method, 
the  only  liability  shown  in  the  Balance  Sheets  would  be  that 
for  instalments  actually  due  but  not  paid  off  at  tbe  dates  of 
tbe  Balance  Sheets.  On  the  other  hand,  until  the  final 
instalment  was  paid,  the  asset  would  be  shown  tberein  as 
follows : — 

Wagons  under  Hire  Purchase  Agreement : — 
Proportion  of  instalments  to  this  date  . .  £ 
but  after  payment  of  the  final  instalment  and  nominal 
purchase-money,  when  tbe  hirer  becomes  tbe  legal  owner, 
the  assets  could  be  shown  as : — 

Wagons  at  cost   £ 

It  should  be  clearly  sfaown  in  the  Balance  Sheets  when 
the  wagons  are  held  under  hire-purchase  agreements,  that 
is,  they  should  ni  t  be  shown  as  free  assets. 

{z)  Another  methcd  is  to  debit  a  Wagon  Capital  Account, 
and  credit  the  builder  or  finance  company  in  a  Principa] 
Account  with  the  cash  value  of  £6,000,  as  at  the  date  of  tbe 
commencement  of  the  lease,  and  at  the  due  date  of  tbe  first 
instalment  to  open  a  Rent  Account  with  the  builder  or 
finance  company  by  crediting  thereto  the  amonnt  of  the 
first  instalment.  Of  this,  the  proportion  representing  capital 
would  be  debited  against  the  builder's  Principal  Account 
in  reduction  of  the  ;^6,ooo,  and  the  proportion  representing 
interest  against  Interest  Account,  tbe  further  instalments 
being  credited  to  the  builder's  Rent  Account  as  they  become 
due,  and  the  proportions  of  principal  and  interest  being 
debited  to  the  builder's  ^lincip^  Account-ajjd  40  Interest 
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Accoont  respectively.  The  builder's  Principal  Account  at 
the  end  of  the  term  will  be  closed  by  the  debit  thereto  of 
the  principal  in  the  last  instalment,  and  his  Rent  Account 
closed  from  time  to  time  by  the  cash  paid  against  each 
instalment.  Sometimes  only  one  account  is  opened  with 
the  builder  or  wagon  company  for  both  principal  and 
interest,  the  principal  being  credited  at  the  commencement 
of  the  lease  and  the  interest  credited  at  the  due  dates  of  the 
instalments,  the  cash  payments  in  respect  of  each  instal- 
ment being  debited  thereto.  This  method  would  show  the 
same  details  as  in  the  Lease  Statement  "  C  "  I  have  referred 
to  just  now,  so  I  need  not  go  over  the  figures.  The  Wagon 
Capital  Accoont  (unless  reduced  by  depreciation)  wonid 
stand  throughont  the  term  at  £'&iiooo. 

At  the  dates  of  the  Balance  Sheists  of  the  hirer  the  open 
balances  under  this  method  would  be  shown  therein  under 
the  following  heads : — 
On  thi  Amts'  adt\— 
Wagon  Capital  Account. 
Wagons  under  hire-purchase  agree- 
ments at  cash  value  /6,ooo   o  o 

And  on  the  Liabilities'  side : — 

Estimated  liability  in  respect  of 
wagons  under  hire-purchase  agree- 
ments, pir  contra  £ 

(This  would  be  the  amount  at  the 
credit  of  the  builder's  Principal 
Account  at  the  date  of  the 
Balance  Sheet.) 
Or,  in  the  alternative : 
Under  ikt  head  of  Assets : — 
W^on  Capital  Account. 
Wagons  under  hire-purchase  agne- 

ments  at  cash  value  0'°°^  o  o 

Less  Estimated  liability  in  respect 
thereof  

£ 

carrying  out  the  net  amount  only  as  an  asset. 

Of  these  two  ways  of  stating  the  assets  I  prefer  the  latter, 
that  is,  showing  Wagon  Capital  Account  as  the  net  amount 
after  deducting  the  estimated  liability. 

My  remarks  have  had  reference  to  a  transaction  where  the 
object  of  the  hirer  has  been  to  purchase  wagons  but  to  pay 
for  them  over  a  period  of  years.  There  is  another  class  of 
transaction,  however,  which  is  carried  through  under  the 
hire-purchase  agreements.  An  absolute  owner  of  wagons 
may  find  himself  short  of  capital  for  the  purposes  of  his 
business,  and  may  approach  a  wagon  finance  compstny  with 
a  view  to  obtaining  a  loan  thereon,  repayable  with  interest 
by  equal  instalments  over  a  period  of  years.  When  the 
amount  of  the  loan  is  agreed,  the  wagons  are  sold  to  the 
company  for  this  amount,  and  the  company  thereupon  leases 


them  to  the  borrower  under  a  hire-purchase  agreement.  By 
this  the  borrower  gets  further  capital,  and  the  wagon  com- 
pany have  the  legal  ownership  of  the  wagons  as  security  for 
the  due  repayment  to  them  of  the  advance,  with  interest. 

I  will  now  refer  briefly  to  the  question  of  Repairs  and 
Depreciation. 

As  regards  repairs,  the  hirer  covenants  to  keep  the  wagons 
in  repair,  and  the  owner  possesses  strong  powers  to  see  that 
this  covenant  is  carried  out.  The  usual  practice,  I  think, 
will  be  found  to  be  to  let  each  year's  revenue  bear  the  actual 
outlay  on  repairs  during  the  year.  ^ 

An  alternative  plan  would  be  to  charge  an  estimated 
amount  per  wagon  per  annum  against  the  Revenue  Account, 
and  to  place  the  total  thereof  to  the  credit  of  a  Reserve 
Account,  the  lutual  repairs  as  they  occur  bang  charged  to 
the  latter  accoont,  the  object  of  this  method,  of  course, 
being  to  equalise  the  charge  for  repairs  each  year. 

In  the  case  of  some  large  proprietors,  principally  the 
railway  companies,  where  renewals  must  be  going  on  each 
year,  it  is  not  the  practice  to  provide  for  depreciation  of 
the  wagons,  but  to  charge  all  renewals  to  revenue. 

With  these  companies  the  charges  to  revenue  for  main- 
tenance will  probably  avert^e,  bnt  in  the  case  of  the  owners 
of  smalt  numbers  of  wagons  this  would  not  be  so  ;  and,  in 
those  years  where  the  Revenue  Account  would  be  charged 
with  the  cost  of  renewed  wagons,  the  total  charge  for  those 
years  would  probably  be  much  above  the  average.  In  these 
concerns,  therefore,  the  more  desirable  plan  would  be 
either  to  set  a^e  an  equal  annual  sum  for  rep^rs  and 
renewals,  or  to  provide  for  actual  repairs  and  depreciation 
each  year  and  charge  the  renewals  to  capital.  In  the  case 
of  wagons  held  under  theae  agreements  the  question 
naturally  arises  as  to  whether  d^neciation  should  be  pro- 
vided for  before  the  hirer  is  the  actual  owner:  and  in  answer 
to  this  I  would  say,  undoubtedly  it  should.  Although  not 
the  Iq^al  owner,  the  hirer  intends  to  become  so,  and,  as  we 
have  seen,  is  making  payments  from  time  to  time  on  accoont 
of  the  purchase-price.  The  actual  wear  and  tear  of  the 
wagons  commences  from  the  day  they  were  put  into  working, 
and  if  be  does  not  provide  the  depreciation  from  that  time, 
it  will  be  a  much  heavier  charge  per  annum  if  left  until  he 
becomes  the  le^l  owner,  as  he  will  have  the  same  amount 
to  provide  for— the  cost  of  the  wagon — ^but  a  shorter 
time  in  which  to  provide  it. 

In  practice,  the  provision  for  depreciation  is  based  either 
on  a  percent^e  of  the  cost  (after  the  first  year  on  the 
reduced  amounts)  or  at  a  fixed  amount  per  wagon,  £z  or 
£i,  but  these  percentages  and  amounts  vary  according  to 
the  class  and  estimated  life  of  the  wagons.  If  the  Wagon 
Capital  Accoont  is  being  built  up  faalf-yeu'ly,  as  in  State- 
ment D,  and  the  depreciation  being  orevided  by  way  of 
percentage,  it  will  be  evideet^|z^iP^<K^@^Qiro  the 
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fint  year  on  the  full  cash  valoe,  as  distinct  from  the  amoaot 
at  the  debit  of  Wagon  Capital  Account. 

In  some  concn-ns  an  annual  valuation  of  the  wagons  is 
prepared,  and  this  is  adopted  for  the  purposes  of  the 
accounts,  any  decrease  In  value  being  written  off  as 
depreciation. 

Before  closing,  I  will  just  refer  to  tbe  hirer's  pontion  in 
reference  to  assessments  to  income-tax,  Schedole  D. 
Speaking  generally,  the  charges  to  Revenue  Account  in 


respect  of  the  proportions  of  tbe  instalments  representing 
interest  are  not  allowred  as  deductions  from  the  profits, 
although  in  equity  I  think  they  should  be.  As  r^rds 
depreciation,  I  am  afraid  there  is  no  uniformity,  but  tbe 
general  practice  is  to  allow  actual  renewals  and  repairs  only 
as  distinpt  from  depredatiim  and  repairs. 

In  conclusion,  I  thank  you  for  your  attendance,  and  if 
there  is  any  point  I  have  not  made  clear,  I  shall  be  glad  to 
answer  any  inquiries. 


A.— 


CONTKACT  OR  WaGON  LeAU  BoOR. 

Ltasi  No.  1. 

100,  10  ton  Coal  Wagons  at  /6o  each,  /6,ooo. 
Rate,  6  per  cent. 

Term,  3  years,  half  yearly  instalments,  first  instalment  payable  31st 

August  1903. 
Owner's  Plate.  Nos.  1  to  100. 


No.  of  Half- 
year  and 


Aug.  31 
ISO* 

Aug.  SI 

Aug.  31 
igofi 
FcA>.  18 


Capitol 
Outstanding 


Rent 


6,000  o 
Sfin  8 

4,11?  o 
3,139  18 

3,119  6 
1,07s  6 


£    6  d 

1,107  >i  8 

1,107  i>  8 

1,107  "  8 

1,107  II  8 

1,10/  II  8 

1)107  II  8 


£6,643  10  o 


Allocation 


CapiUl 


£    5  d 

9«7  II  8 

«9  8  4 

964    I  6 

1,013  "  0 

ifi44  e  I 

1,075  6  5 


£6,000  o  o 


Revenue 


£     9  d 

180  e  o 

15a  3  4 

123  to  3 

93  19  8 

63  II  7 

33  S  3 


£643  10  o 


B.- 

Dr. 


1903  I 

Feb.  38  I  To  Journal,  100  Wagons  £60  each 


Wagon  Stock  Accodnt. 


£     8  d 

1903 

6,000  0  □ 

Aug.  31 

1004 

Ffb.3e 

Au(t.3> 

Fe^38 

igoo 

F^38 

£6,ooa  0  0 ' 

By  Journal  portion  of  instalment 


Cr. 


£  s  d 

937  It  iS 

9Si  5  4 

984  I  t 

1,013  II  » 

Ii<H4  o  I 

1.075  6  S 


£6,000  o  o 


Dr. 


1903 
Aug.  31 

Fe^6 
Aug.  31 

Fe'?!^ 
Aug.  31 
1906 
FebTaS 


To  Journal,  ist  Instalment 
>  and 

,     .  6th 


Tenant  A.  B.,  Lbasb  No.  i. 


Cr. 


£     s  d 

1,107  II  8 

1.107  II  8 

1,107  II  8 

1,107  II  8* 

i,i<^  II  8 

1,107  li  8 

£6,643  » 


1903 

Aug.  31  By  Cash 
Aug. 


Fe^sS 
Aug.  31 

igo6 
Feb.  38 


£  » 
1,107  >i 


I,iq7  II 
1,107  II 


1,107  II 
1,107  II 


uigitizea  ay  Goog 


1. 107  II  8 
£6,643  10  o 
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■7  

Dr.  Wagon  Bents,  &c.  Account  (m.  Revenue).  Cr. 


£  a 

d 

1903 
A\iK.3i 

Feb.  38 
Aug.  31 

pXaS 
Aug.  31 

1906 
Feb. 38 



id  o 
139  3 

133  IB 

33  3 

d 
0 

4 
1 

B 

3 

*  * 

;  £fi*5  10 

0 

C— 

• 

Lease 

Statement. 

—  

8 

£  * 

1,107  II 
3,072  8 

d 

8 

4_ 

"903 
Feb.  38 
Aug.  31 

£  ■ 

6,000  0 
i8o  o 

d 
0 
0 

•V 

£6,180  0 

0 

£6.i8o  0 

• 

Cash,  and  imtalmeat ; — 

4 
4 

11107 

4.11?  0 

8 
0 

Aiif.31 
Fe?L*a8 

3.07S  8 
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Ube  BuMt  of  acconnts. 


(From  The  Local  Goventntnt  ChroHteU). 

For  a  considerable  time  past  the  relative  advantages  of 
Government  audit  as  compared  with  other  proposed 
^sterna  have  been  freely  discussed,  and  two  distinct 
schemes  have  been  advocated  by  those  who  wish  some 
changes  to  be  brought  about.  On  the  one  hand,  the 
powerful  body  of  profieisional  accountants  to  whose  care 
all  the  accounts  of  the  great  trading  concerns  of  the 
kingdom  are  entrusted,  naturally  ask  that  their  own 
sphere  of  activity  srtiould  be  extended,  and  that  they  shall 
in  some  way  or  other  become  auditors  of  the  accounts  of 
local  authorities.  They  point  out  that  Govenunent 
officials  have  neither  the  training  nor  the  experience 
necessary  to  enable  them  to  deal  ^ectively  vrith  the 
accounts  of  large  trading  concerns  carried  on  by  local 
authoritieii,  and  &tej  claim  that  the  audit  to  which  such 
accounts  should  be  subjected  should  be  an  audit  of  their 
making,  and  on  the  same  lines  which  they  follow  in  deal- 
ing with  ordinary  commercial  concerns.  So  far  has  this 
proposal  gone  that  it  was  supported  by  the  Joint  Com- 
mittee of  the  two  Houses  of  Parliament  in  its  report  on 
municipal  trading  three  Sessions  ago,  and  the  same 


scheme  is  now  being  extensively  advocated  in  oonoecticm 
with  the  coming  elections  to  the  London  County  Council. 
The  advocates  of  this  scheme,  however,  entirely  ^nore 
the  practice  which  is  invariably  followed  in  State  affairs 
—a  practice  which  prohibits  the  granting  of  powers  suf:b 
as  those  of  surcharge  and  disallowance  to  any  person 
who  is  not  directly  amenable  to  control  by  the  Executive 
power  of  the  State.  It  may  be  true  that  Government 
auditors  are  not  as  a  class  trained  accountants,  nor,  indeed, 
are  the  oflSctals  of  the  Exchequer  and  Audit  D^nrtmeot,  in 
whose  hands  rests  the  auditing  of  the  enormooa  sums 
expended  by  the  great  State  spending  departments.  Anditois 
of  local  authorities'  accounts  generally  possess  many  qoalifi- 
cations  which  the  Chartered  Accountant  has  not,  and  when 
the  two  systems  are  weighed  in  the  balance,  the  advanta^ 
of  the  Government  method  over  that  advocated  by  the 
accountants  is  very  evident.  As  against  the  scheme  of 
having  Chartered  Accountants  called  in  to  audit  the  accounts 
of  local  authorities,  the  alternative  is  to  strengthen  the 
present  audit  staff  of  the  Government,  and  to  fit  it  in  every 
way  for  the  task  of  anditing  the  heavy  accounts  which 
modern  local  authorities  must  necessarily  keep.  We  do  not 
say  that  the  Local  Government  Board  audit  staff,  as  at 
present  recruited,  is  an  ideally  pe^^t  machine  for  the 
e^tive  audit  of  the  c°<»^^^^:g^i^itp($1^)Iml(iuthori. 
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ties,  but  it  has  done,  and  is  still  doing,  most  excellent  work, 
and  never  during  the  whole  of  the  sixty  years  during  which 
the  system  has  been  in  operation  has  the  staff  been  more 
efficient  than  it  is  to-day.  The  recently  published  annual 
report  of  the  Local  Government  Board  gives  details  of  the 
work  done  by  the  audit  staff,  from  which  it  appears  that 
accounts  of  815  Urban  District  Coundls  and  their  o£Bcers 
were  andited  by  the  IMstrlct  Auditors,  as  were  also  those  of 
669  Rural  District  Councils,  47  Port  Sanitary  Authorities, 
no  Joint  Boards  for  Sanitary  Purposes,  60  Isolation 
Hospital  Committees  appointed  under  the  Isolation  Hospitals 
Acts,  1893  and  1901,  241  Jdnt  Committees  appointed  wholly 
or  in  part  by  District  Conncils,  and  certain  other  miscel- 
laneous authorities.  At  present  Municipal  Borough  Accounts 
are  not  subject  to  this  audit,  except  so  far  as  there  are 
transactions  nnder  the  Education  Acts ;  but  in  a  few  cases 
special  Acts  have  been  passed  bringing  certain  boroughs 
under  this  andit,  and  in  this  way  the  boroaghs  of  Tunbridge 
Wells,  Bournemouth,  Southend,  and  Devonport  are  brought 
under  the  same  system  as  Urban  District  Councils.  Of  the 
smaller  authorities,  the  District  Auditors  audited  during  the 
past  year  the  accounts  of  6,630  Parish  Councils,  400  parish 
meetings  for  parishes  not  having  Varish  Councils,  and  113 
Joint  Committees  of  those  authorities,  the  audit  in  each  case 
including  tht  accounts  of  the  officers  of  the  local  authority. 
Five  hundred  Parish  Councils  and  5,300  parish  meetings 
had  no  acconnts  during  the  year  ended  31st  March  1905.  By 
far  the  most  nnmerons  of  all  local  bodies  are  the  overseers 
of  the  poor,  which  are,  by  the  way,  also  the  most  ancient  of 
all  existing  local  authorities.  The  District  Auditors  have 
audited  the  half-yearly  acconnts  of  the  receipts  and  pa)rments 
of  the  overseers  of  the  poor  of  about  15,000  parishes  in 
respect  of  the  poor  rates  collected  by  them,  and  the  books  of 
the  rate  collectors  and  assistant  overseers.  In  addition,  they 
have  also  audited  the  acconnts  of  certain  corporation  rates 
levied  and  collected  by  overseers  of  the  poor  under  the  pro- 
visions of  local  Acts,  and  the  accounts  in  respect  of  lighting, 
special  expenses,  and  separate  burial  rates  collected  by  over- 
seers. With  such  experience  as  this  it  cannot  be  said  that  the 
audit  staff,  if  properly  organised  and  controlled,  caanotadapt 
itself  to  the  audit  of  any  accounts  which  might  be  brought 
under  its  control.  The  effectiveness  of  this  system  of  andit 
may  be  judged  from  the  that  a  fairly  large  percentage  of 
disallowances  and  surcharges  were  appealed  against  and 
decided  by  the  Local  Government  Board.  In  the  case  of 
the  Metropolitan  Borough  Councils  there  were  50  such 
appeals ;  in  the  case  of  Town  Councils  there  were  93, 
nearly  all  of  which  related  to  education  expenditure ;  in  the 
case  of  Urban  District  Councils  there  were  470,  and  of 
Rural  District  Councils  350 ;  whilst  Parish  Councils, 
though  fairly  numerous,  were  only  158.  Overseers  of  the 
poor  made  964  appeals.  Thus  it  will  be  seen  that  the  strict 
supervision  which  this  audit  brings  to  bear  on  the  accounts 


of  local  authorities  resulted  in  a  moderately  large  per 
centage  of  items  being  questioned  and  ccosidered  on  thdr 
merits  by  the  great  Central  Department  which  has  supreme 
jurisdiction  over  all  these  matters. 


Ubc  priorities  of  Debentures  anb 
Oamisbed  Debts. 


(From  Tie  Solieitors'  Journal.) 
The  decision  of  Walton,  J.,  in  the  recent  case  of 
Cairney  v.  Back  (1906,  a  K.B.  746)  is  an  interesting 
addition  to  the  authorities  on  the  respective  priorities  of 
debenture-holders  and  execution  creditors.  Primd  facie 
debenture-holders  come  in  front  of  execution  creditors  in 
coosequence  of  the  rule  that  nich  creditors  take  subject 
to  all  equities  (Re  Standard  Manufacturing  Co.,  39  W.R. 
389;  1891,  I  Ch.,  at  p.  641),  aq4  this  priority  seems  to 
prevail  over  any  process  issued  by  the  execution  creditor 
unless,  possibly,  it  has  resulted  in  tiie  actual  receipt  by  the 
creditor  of  assets  of  the  company  in  satisfaction  of  his 
debt.  This  was  the  case  in  Robson  v.  Smith  (43  W.R.  633 ; 
1S95,  2  Ch.  118),  where  a  garnishee  order  had  been  made 
absolute,  and  the  garnished  debt  had  been  paid  to  the 
gamislior  before  any  receiver  had  been  appointed  on 
behalf  of  the  debenture-holder,  though  the  debtor  had 
notice  of  the  debenture.  The  debenture-holder  sued  the 
debtor  to  recover  payment  of  the  amount  on  the  ground 
that  it  had  been  improperly  paid  to  the  gaznisbor,  but 
Rdmer,  J.,  rejected  the  claim.  This  was  upon  tihe  ground 
that,  until  the  debenture-holder  intetrveoed,  the  company 
was  to  be  treated  as  continuing  to  cany  on  its  business, 
and  the  receipt  of  the  garnished  debt  by  ^e  garnishor  was 
a  receipt  ol  assets  of  the  company  vhUe  the  debentoies 
still  remained  only  a  floating  securitr* 

But  if  the  garnishor  has  not  actually  obtained  payment 

of  the  garnished  debt,  it  seems  that  his  diligence  gives 
him  no  priority  over  the  debentnie-holders,  and,  upon 
their  intervening,  all  the  assets,  including  the  garnished 
debt,  belong  to  them.  This  rule  was  laid  down  with  regard 
to  execution  creditcu's  generally  in  Davey  &*  Ca.  v. 
Williamson  Sont  (46  W.R.  571 ;  1898,  a  Q.B.  194).  'The 
rights  of  the  execution  creditor."  said  Lord  Russell,  C.J., 
"  are  subject,  not  only  to  the  legal,  but  also  to  the 
"equitable,  rights  of  the  d^wntuie-holders.    The  sheriff 
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"canaot  merely  by  seizing  affect  the  rights  of  third 
"persons  to  which  property  was  subject  when  in  the  hands 
'of  the  debtor,  unless,  indeed,  such  third  persons  have 
"debarred  themselves  from  the  assertion  of  such  rights." 
And  the  rule  was  in  that  case  held  to  apply  so  as  to  pre- 
vent tbe  execution  creditor  from  obtaining  priority,  not* 
withstanding  that  the  debenture-holders  bad  not  actually 
intervened.  The  seizure  of  the  company's  effects  by  the 
sheriff  was  not  a  dealing  with  them  in  the  ordinary  course 
of  business,  and  it  did  not  remove  the  goods  from  the 
scope  of  the  charge  created  by  the  debentures.  And  upon 
the  same  principle  it  may  be  that  even  after  a  sale  by  the 
shertfi,  and  the  payment  of  the  proceeds  to  the  execution 
czeditor,  he  would  remain  liable  to  refund  the  amount  to 
the  debMitnre-holdeis,  notwithstanding  Rohson  v.  Smith 
{tupra) ;  although  if  there  has  been  no  actual  realisation 
of  the  goods,  but  a  payment  by  the  company  to  the  sheriff 
for  the  purpose  of  avoiding  realisation,  the  judgment 
creditor  would  be  uwler  no  such  liability :  Robinson  v. 
BitrntlPi  Vientia  Bakery  Co.,  Lim.  (52  W.R.  526;  1904,  a 
K.B.  624). 

In  regard  to  garnished  debts  the  question  has  been 
raised  whether  the  garnishee  order  has  the  effect  of  trans- 
ferring the  garnished  debt  to  the  garnishor  so  as  to  remove 
it  from  the  assets  of  the  company.  Even  if  this  were  so 
it  does  not  follow  that  it  would  also  be  withdrawn  from  the 
scope  of  the  debenture  charge,  for,  as  with  any  other  execu- 
tion, it  would  not  be  a  dealing  with  the  assets  in  the 
ordinary  course  of  business.  But  in  fact  the  garnishing  of 
the  debt  does  not  operate  as  a  transfer  of  it.  If  so,  the 
garnishor  would  become  a  creditor  of  the  garnishee,  and 
it  was  held  in  Re  Combined  Weighing  and  Advertising 
Machine  Co.  (38  W.R.  67,  43  Ch.D.  99)  that  this  was  not  the 
case.  "What,"  said  Cotton,  L.J.,  there,  "does  a  garnishee 
"order  do?  It  is  not  an  assignment  of  the  debt  due  by  the 
"  garnishee  to  the  debtor ;  it  merely  gives  the  garnishor  a 
'lien  upon  that  debt."  And  consequently  the  lien  in 
favour  of  the  gaxnishoi  is  subject  to  any  prior  equitable 
charges  to  which  the  garnished  debt  is  subject.  Hence, 
a  garnishee  order  nisi  does  not  give  priority  over 
debenture-holders  who  do  not  intervene  by  the  appoint- 
ment of  a  recnver  until  after  the  order  has  tteesi  made. 
In  Nerton  v.  Yates  (54  W.R.  183;  1906,  i  K.B.  112)  a 
garnishee  order  nisi  was  made  on  the  17th  of  January 
1905,  and  on  the  t9th  of  January  an  order  was  made  in  a 
debenture-holders'  action  appointing  a  receiver.  It  was 
held  by  Warrington,  J.,  that  the  debenture-holders  were 
entitled  in  priority  to  the  garnishor.  In  accordance  with 
Re  ComMntd  Weighing  and  Advertising  Machine  Co.  [supra] 
he  pointed  out  that  the  debt  was  not  transferred  by  the 
garnishee  order,  and  that  the  priori^  of  the  debenture- 
holdwa  wa«  not  diqilaced.  'Hie  debt  remains  the  property 


'of  the  judgment  debtor,  and  such  right  as  the  garnishor 
'has  over  it  is  subject  to  all  the  rights  and  equitiei 
"attaching  to  it  in  the  judgment  debtor's  hands."  Uore- 
over,  although  the  assets  are  not,  so  long  as  the  deben- 
tures "  float,"  subject  to  a  specific  charge  in  favour  of  the 
debmture-holders,  yet,  as  the  learned  Judge  further  held, 
they  are  subject  to  a  general  charge  which  prevents  a  [oior 
charge  being  created.  So  soon  as  the  debenture-holders 
claim  the  property,  this  general  charge  becomes  a  specific 
charge  and  has  t!he  same  priority  as  the  previous  general 
charge.  "Debentures  create  a  general  charge  capable  of 
"becoming  a  specific  charge  on  the  happening  of  certain 
"  specific  events,  but  a  charge  existing  before  the  faappen- 
'ing  of  those  events." 

In  the  present  case  of  Catrney  v.  Back  {supra)  Hbt 
gamisbee  order  had  been  made  absolute  before  the 
appointment  of  a  receiver  by  the  debenture-holders,  but 
Walton,  J.,  held  that  this  had  no  effect  in  excluding  their 
priority.  On  the  isth  of  June  1906  a  creditor  of  the  Con- 
solidated Mines,  Lim.,  obtained  judgment,  and  on  tfie 
same  day  he  served  a  garnishee  order  nisi  on  the  company's 
bank  to  attach  the  balance  of  their  current  account,  wfaich 
exceeded  the  amount  of  his  debt.  On  the  a5th  of  Jniw  the 
order  was  made  absolute,  and  on  the  29th  of  Jnne  a 
receiver  was  appointed  on  behalf  of  a  debenture-holder  of 
the  company.  The  bank  paid  the  money  into  Court,  and 
an  issue  was  directed  to  determine  the  title  to  it.  It  seems, 
however,  that  the  principle  which  has  been  stated  above 
applies  equally  whether  the  garnidiee  order  is  nisi  or 
absolute.  It  depends  upon  the  consideration  that  the  order 
does  not  operate  as  a  transfer  of  the  debt,  and  in  Re  Com- 
bined Weighing  and  Advertising  Machine  Co.,  Lim.,  where 
this  was  laid  down,  the  gamtdiee  order  had  in  fact  been 
made  absolute.  Walton,  J.,  accordingly  pointed  out  that 
it  would  have  made  no  difference  in  Norton  v.  Yalti 
{supra)  if  the  garnishee  order  in  that  case  had  been  made 
absolute  before  the  receiver  was  appointed.  Moreover, 
the  making  the  order  absolute  does  not  carry  the  case  as 
far  as  Robson  v.  Smith  (supra),  where  the  debt  bad  actnally 
been  paid  to  the  garnishor,  even  if  that  can  be  treated  as  a 
decision  in  favour  of  the  garnishor.  But  the  decision  was 
in  favour  of  the  garnishee  and  not  of  the  garnishor,  and  it 
does  not  follow  that  the  gami^or  would  be  allowed  to 
retain  as  against  the  debenture-holder  the  money  so 
received.  There  is,  indeed,  sufficient  uncertainty  still 
left  about  the  rights  of  the  various  parties  interested 
under  such  circumstances  to  suggest  that  vre  are  by  no 
means  at  the  end  of  the  decisions  on  the  subjecL  It  seems, 
however,  for  the  present  to  be  settled  that  a  garnishor  who 
has  obtained  an  order  absolute,  but  has  not  received  pay- 
ment under  it,  does  not  thereby  acqiiire  any  priority  over 
debentureJiolder..  by  GoOglC 
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Bnet«acqnire&  property  of  Sanfirupts. 


(From  Tkt  Solieiiors'  Jffumal.) 

The  recent  decision  of  Neville,  J.,  in  Official  Receiver 
V.  Cooit  (1906,  2  Ch.  661)  calls  attention  once  again  to  the 
illogical  distiiiction  which  exists  with  regard  to  the  real 
and  personal  aftBr^quired  property  of  a  baoknipt.  At 
first  the  rule  was  laid  down,  by  the  Court  of  Appeal  in 
CoAtm  V.  Mitchell  (38  W.R.  551,  35  Q.B.D.  263)  that  the 
after-acquired  proper^  of  a  batiknq>t  was  subject  to  his 
dispontioD  until  the  trustee  interfered  to  claim  it,  and  no 
distinction  between  real  and  personal  estate  seems  to  have 
been  contemplated.  'Until  the  trustee  intMrenes,"  said 
Lord  Esher,  M.R.,  "all  traneactiMis  by  a  bankrupt  after 
'bis  bankmptqr  with  any  person  dealing  with  him  hmd 
'fidt  and  for  valne  *' — as  to  4he  necessity  of  their  being  for 
value  see  Si  Betuutt — "in  respect  ef  his  after-acquired 
"property,  whether  with  or  without  knowledge  of  the 
■■bankruptcy,  are  valid  against  the  trustee."  But  in  Jtt 
New  Land  Development  Association  and  Gray  (40  W.R.  395, 
551 ;  1893,  3  Ch.  138}  Chitty,  }.,  while  admitting  that  this 
statunent,  taken  literally,  was  wide  enough  to  include  all 
property,  declined  to  apply  it  to  real  estate,  upon  the 
ground  of  the  conveyancing  difficulties  which  might  arise 
if  the  legal  estate  were  to  be  held  to  vest  at  first  ia  the 
bankrupt  and  then  to  shift  to  the  trustee  upon  the  inter- 
vention of  the  latter.  The  Court  of  Appeal  affirmed  the 
decision  i^n  the  ground  that  the  title  acquired  through 
the  bankrupt  would  not  be  forced  upon  a  purchaser,  and 
so  the  point  decided  by  Chitty,  J.,  had  not  to  be  deter- 
mined ;  but  in  the  course  of  the  argumoot  remarks  fell 
from  the  Court  which  indicated  that  the  real  distinction 
was  between  property  which  passed  by  conveyance  and 
property  which  passed  by  delivery.  "I  have  never  yet," 
said  Lindley,  L.J.,  "heard  it  sn^ested  by  anybody  th^ 
*  the  doctrine  had  the  slightest  application  to  real  estate, 
■which  passes  by  conveyance  and  not  by  delivery." 

The  natural  result  of  this  rwnark,  as  well  as  of  the 
difficulty  adverted  to  by  Clutty,  J.,  would  have  been  to 
throw  leasdMlds  into  the  same  catigoiy  as  freeholds,  but 
in  Rt  Claytmt  md  Barelay's  Contract  (43  W.R.  549 ;  1895, 
a  Ch.  3ia)  that  learned  Judge  held  that  chattel  interests  in 
land  must  be  left  to  be  governed  by  the  rule  in  CoJun  v. 
Mitekill.  Possibly,  he  satd,  some  of  the  reasons  given  in 
Re  New  Land  Dertelopment  Astoeiation  and  Gray  might 
apply  with  somewhat  diminished  force  to  the  case  of  a 
chattel  interest,  but  he  did  not  consider  that  there  were  any 
reasons  justifying  a  further  limitation  on  the  general 
pR^sition  laid  down  in  Cohen  v.  Milekell.  "The  langnage 
'of  the  Court  of  Appeal  is  large  enough  to  include  all 
*^oper^.    It  is  certainly  large  enon^  to  include 


"chattel  interests  in  land,  and  I  consider  tiiat  I  oaf^  to 
"apply  it  to  such  interests."  We  thus  have  the  result  Aat. 
wiiile  the  suggested  distinction  can  only  be  satisfactorily 
based  upon  the  difference  between  property  which  passes 
by  conveyance  and  property  which  passes  by  delivery,  yet 
it  has  been  so  applied  as  to  put  freehold  and  leasehold 
property  into  different  categories.  The  exception 
established  by  Re  New  Land  Development  Association  and 
Gray  as  regards  freeholds  was  followed  by  Farwell,  J., 
in  Bird  v.  PhilpoU  (1900,  i  Ch.  833},  and  by  Kekewich,  J., 
in  London  and  County  Contracts,  Lim.  v.  Tallack  (57  W.R. 
408). 

The  recent  case  of  Official  Receiver  v.  Coohe  [supra) 
appears  to  be  the  first  in  which  attention  has  been  called 
to  the  unsatisfactory  nature  of  the  distinction  which  has 
been  eatabli^d  by  tlie  cases.  After  quoting  from  the 
judgment  of  Chitty,  J.,  in  Re  Clayton  and  Barclays  Con- 
tract [supra),  Mr.  Justice  Neville  said:  "Now  there  he 
"draws  a  distinction  between  a  leasehold  interest  in  real 
"estate  and  a  freehold  interest  in  real  estate  which  I 
"confess  I  find  very  gnat  difficulty  in  nnderstanding  on 
"any  broad  principle.  It  is  quite  true  that  in  one  case 
"you  are  dealing  with  a  chattel  or  personal  estate,  and  in 
"the  other  with  real  estate.  But  why  there  should  be  a 
"distinction  between  real  and  personal  estate  in  this 
"regard  X  confess  I  do  not  think  has  been  satisfactorily 
"explained  by  the  decisions  which  have  been  cited  to  me." 
The  question,  howevv,  in  Official  Receiver  v.  Cooke  did  not 
relate  to  this  distinction,  bat  to  die  distinction  between 
equitable  interests  and  legal  interests  in  real  estate,  and 
the  learned  Judge  TatAA  that  he  could  not  exclude  equitable 
interests  fr<xn  the  rule  in  Re  New  Land  DeveZopmmt  Asso- 
ciation and  Gray. 

The  circumstances  in  Official  Receiver  v.  Cooke  were  as 
follows:  Preston,  who  had  been  adjudicated  bankrupt  in 
1893  and  had  not  obtained  his  discharge,  had  adopted  snc< 
cessivety  the  names  <A  Birkett  and  Rei^rave.  After  he  had 
changed  to  the  latter  name  he  employed  one  Sharpe  to 
tiansact  business  for  him  in  the  name  of  Birkett,  Through 
Sharpe  he  agreed  to  purchase  a  house  at  Bamet  for 
£3,200,  and  tills  money  was  fotmd  by  Preston  and  a  con- 
v.eyance  taken  from  the  vendor  to  "Biilett."  Subsequently, 
by  an  indenture  between  "  Birkett "  and  "  Redgrave," 
Prastoo  purported  to  take  a  lease  of  the  house  for 
ninety-nine  years  to  himself  in  the  name  of  Redgrave,  and 
then  in  the  same  name  he  mortgaged  the  house  by  sub- 
demise  to  the  defendant  Cooke  to  secure  £1,750  advanced 
by  Cooke.  Cooke  acted  honestly  throughout.  In  1903 
Preston  was  again  adjudicated  bankrupt,  and  the  fraud 
was  discovered.  The  Official  Receiver,  as  tin  trustee  in  tiie 
first  bankmptcy,  claimed  that  upon  the^nveyaaceiof  the 
property  to  "Birkett"  the  AogtOzivUti^Watid^^t&ad 
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to  Preston  but  for  the  bankruptcy,  and  that,  under  the 
bankruptcy,  it  vested  in  the  trustee ;  and  that  if  in  fact  it 
did  pass  to  Sharpe,  yet  he  was  a  trustee  for  Preston,  and 
the  equitable  interest  taken  by  Preston  would  equally  vest 
in  his  trustee.  But  if  tiie  trustee  took  only  an  equitable 
interest,  it  was  important  to  trace  the  subsequent  dealings 
with  the  legal  estate.  If  Sharpe,  under  the  name  of 
Birkett.  was  legal  owner,  and  if  he  executed  the  lease  to 
"  Redgrave  "  for  ninety-nine  years,  then  a  legal  term  was 
created,  and  also,  by  the  xoortgage,  a  legal  sub-term  was 
created  in  Cooke.  Upon  this  view  of  tbct  facts,  Cooke 
would  have  beedi  entitled  to  priority  by  virtue  of  this  legal 
estate.  The  learned  Judge,  however,  held  upon  the  evi- 
dence that,  whale  the  original  convqrance  operated  to  vest 
the  legal  estate  in  fee  in  Sharpe,  yet  the  lease  was  not  in 
fact  executed  by  him,  so  that  the  question  which  be  had 
to  determine  related  only  to  the  equitable  interest  in  the 
property. 

If  the  distinction  established  by  Re  ?/ew  Land  Develop- 
ment  Atsoeialimt  and  Gray  [supra)  could  have  been  confined 
to  the  legal  estate  in  freeholds,  thai  the  equitable  interest 
taken  by  Preston  would  have  been  subject  to  his  disposi- 
tion, and  be  would  have  <aeated  an  effectual  charge  in 
favour  of  Cooke.  But  Neville,  J.,  did  not  consider  ^at 
any  such  fortiier  lefinemeat  could  be  mtrodnced.  No  dis- 
tinction has  been  suggested  in  fhe  cases  between  an 
equitable  and  a  legal  interest  in  real  estate,  and  in  the 
learned  Judge's  opinion  it  was  proper  "to  treat  the  matter 
"at  present  as  lying  betweea  the  broad  diviaioas  of  pro- 
"peityi  real  estate  on  the  one  hand  and  personal  estate 
"on  the  other  hand,"  although  he  intimated  a  desire  that 
the  subject  might  receive  discussion  in  the  Court  of 
Appeal,  and  that  it  might  thus  be  put  upon  a  more  satis- 
factory footing.  It  is  too  i^baUe,  however,  that  such 
discussion  wonld  only  perpetuate  the  present  state  of 
affairs,  and  it  is  to  be  hoped  that  fhe  attempt  to  deal  with 
the  matter  by  legislation,  which  has  been  made  in  recent 
sessions,  will  in  the  near  future  prove  successful. 


faftntes  and  Stila  of  Sate  tn  England 
anD  Wate0. 


According  to  Kemp's  MiratnHU  Gaaettt,  the  total  number 
of  eommffrcial  ftdlnres  recorded  in  England  and  Wales 
during  the  week  ending  Friday,  Dec.  14th,  was  150,  vis.: — 
New  Bankruptcy  Proceedings  published  in  the  London  GoMtU, 
82 :  Deeds  of  Arrangement  registered,  68.  The  respectlva 
numbers  in  the  corresponding  vreek  of  last  year  were : 
Bankruptcies,  92 :  Deeds  of  Arrangement,  77— total,  169 ; 


bdng  a  decrease  of  19.  The  total  number  of  commerciaJ 
failures  recorded  during  the  50  weeks  of  the  [uesent  jrear  is 
8,071 ;  the  total  number  recorded  in  the  coineqxMiding  50 
weeks  of  last  year  was  8,687,  showing  a  decveue  of  6x6. 

The  number  of  Bills  of  Sale,  including  Re-r^strations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Dec.  14th,  was  168.  The  number  in  the  correqxmding  wedt 
of  last  year  was  161,  showing  an  increase  of  7.  The  total 
number  filed  during  the  50  weeks  of  the  present  year  is 
7i373  i  the  totaj  number  filed  In  the  correspiKiding  50  we^ 
of  last  year  was  8,1x3,  showing  a  decrease  of  742. 


Debenture*. 

The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
Friday,  Dec.  I4tb,  amounted  to  ;fa,3oo,i54,  by  way  of 
addition  to  ;^i,5S€,i6o,  previously  issued  hf  the  same 
companies.  The  amoont  r^latered  in  the  corresponding 
week  of  last  year  was  ;^76o,048,  showing  an  increase  of 
/i,540,io6.  The  total  amount  roistered  during  the  50 
weeks  of  the  present  year  was  /75.844,044  ^  ad^tion  to 
the  Issues  in  previous  srears  by  the  same  companies),  as 
compared  with  ;£75 ,989,431  for  the  corresponding  50  weeks 
in  1905,  showing  a  decrease  of  /145.387. 


The  Profession  In  Scotland. 


Penoaal. 


Mr.  James  Haldane,  Chartered  Accountant,  of  the  firm 
of  Lindsay,  Jamieson  ft  Haldane,  94  St.  Andrew  Square, 
Edinburgh,  who  died  recently,  aged  seventy-five,  left 
personal  estate  amounting  to  ^^83,734. 


Baakrapfa^  Beform. 


A  meeting  of  the  East  of  Scotland  Bankruptcy  Reform 
Association  was  held  iuj.  Uu-j  Qoold  Halt,..^  Andrew 
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Square,  Edinburgh,  on  the  lath  inat,  Mr.  H.  W.  Hnnter, 

Mr.  J.  Wright  Forbes,  advocate,  delivered  a  lecture  on 
the  "Law  relating  to   the   Puniabment  of  Frandnlent 
'Debtors,  and  the  Rights  of  Ordinary  Trade  Creditors  in 
"Liquidations  of  Limited  Companies."  At  the  outset  the 
lecturer  referred  to  the  stat«  of  the  lav  prior  to  the  pass- 
ing of  the  Debtors  Act,  1880,  which  abolished  imprison- 
ment for  debt,  alluding  especially  to  the  Act  of  Grace  as  a 
mffaT'S  of  preventizig  innocent  debtors  being  k^t  in  prison 
by  vindictive  creditors.   He  pointed  out  that  when  the 
Legislature  proposed  to  abolish  imprisonment  for  debt, 
and  thereby  to  remove  a  powerful  deterrent  against  the 
reckless  and  dishonest  incurring  of  debt,  it  had  to  face  the 
problem  of  making  inovislon  for  ib»  fair  protectifm  of 
creditors  without  putting  undue  burdens  on  debtors.  After 
a  brief  allusion  to  the  harsh  treatment  meted  out  to  debtors 
in  early  times,  and  explaining  the  common  law  of  Scot- 
land in  regard  to  fraudulent  bankrupts,  Mr.  Forbes 
critidsed  the  Debtora  Act  of  1880,  and  minutely  examined 
the  provisions  dealing  with  the  punishment  of  fraudulent 
debtors.    The  Act,  ho  said,  was  experimental,  and  flie 
aicperience  of  twenty-six  years  had  shown  that  it  had  failed 
to  attain  the  objects  aimed  at   It  was  not  a  well-con- 
ddered  meosvFe.  It  failed,  because  (1)  the  persons  who 
framed  it  did  not  fully  apprehend  the  law  th^  proposed 
to  Hoend,  (a)  the  wording  ol  the  Act  was  defective,  (3)  the 
procedure  prescribed  for  prosecutions  was  cumbersome 
and  ineffective.  Considering  that  since  its  birth  there  had 
been  a  general  conseiutta  of  opinion  by  those  moat  inter, 
ested  in  coodemning  the  provisions  of  the  statute  dealing 
with  fraudulent  debtors,  it  was  amazing  that  no  amending 
Act  'm>'^  yet  been  passed.    He  then  detailed  suggested 
amendments  for  more  effectually  dealing  with  wilft^  and 
fraudulent  debtors.   The  second  part  of  the  lecture  was 
devoted  to  a  short  exposition  of  tiie  law  in  regard  to  the 
liquidation  of  limited  companies  and  the  ri^ts  of 
cceditoxs. 


Book  Dabti  §a&  Bukntptey. 


In  moving  the  adoption  of  tfae  report  and  accounts  of  the 
Gnaidian  Sodety  of  Scotland  (Urn.),  at  Edhiburgh  on  the 
isth  inst.  for  the  year  endhig  31st  October  1906,  the  Chidr- 
man,  Mr.  H.  W.  Hunter,  said  the  recovery  of  claims  daring 
the  past  year  had  been  extremely  satisfoctory  as  for  as  the 
mbecribers  were  concerned,  the  amount  recovered  being 
equal  to  15s.  4d.  per  £1  of  the  total  sum  dealt  with  during 


tfae  year,  compared  with  143.  iid.  last  year.  The  disputed 
cases  nndertakm  by  the  society  had  in  all  cases  been  suc- 
cessfully contested  In  the  Courts  where  legal  proceedings 
had  been  necessary,  but  many  of  these  cases  had  been 
settled  by  the  assistance  of  the  society  alone.  The  directors 
had  agun  to  point  out  the  danger  to  merchants  banding 
claims  to  parties  who  professed  to  recover  them  without 
charge,  and  merchants  might  well  ask  the  question,  "  Are 
the  numerous  bankruptcies  of  small  traders  not  in  some 
measure  due  to  this  practice  ? "  There  were  many  small 
traders  who,  at  certain  times  of  the  year,  owing  to  the 
difficulty  of  getting  in  thrir  book  debts,  were  unable  to  meet 
their  liabilities.  His  attention  had  been  directed  to  a 
society  established  in  England  for  the  recovery  of  claims 
and  winding  up  of  estates,  supported  by  the  principal 
merchants  of  the  district.  The  assets  of  that  society  now 
amounted  to  /22,ooo  and  the  gross  income  to  £6,goo,  and 
if  the  merchants  in  this  district  would  combine,  he  saw  no 
reason  why  such  a  society  should  not  be  built  up  in 
Edinbui^h.  The  directors  were  pleased  to  observe  that 
the  East  of  Scotland  Bankruptcy  Reform  Association,  now 
composed  of  200  of  the  principal  firms  of  the  city,  had  taken 
up  vigorously  the  snl^ect  of  the  reform  of  the  bankruptcy 
laws  of  Scotland. 


At  Cletkeawell  County  Court  recentiy  a  jury,  having 
heard  only  oaa  aide  of  a  case,  interposed  with  the 
remark  that  they  were  quUe  satisfied  as  to  the  correctness 
of  the  statements  made. 

The  oj^KMing  counsel:  This  eatpreision  of  opinion  is 
pmnature,  and  I  am  entitled  to  have  my  case  heard. 

Judge  Edge  agreed.  Addressing  the  jury,  his  Honour 
said  he  would  tell  them  a  little  story.  A  certain  monarch 
— King  James  I.,  he  believed  ii  was — found  **»tnT*lf  dis- 
turbed at  what  he  considered  to  be  the  slowness  of  legal 
proceedings,  so  he  determined  to  ait  himself  in  the  King's 
Bench  Division.  He  heard  plaintiETs  case,  and  was  so 
satisfied  that  he  was  prepared  to  give  judgment 
immediately  in  his  favour.  The  Lord  Chief  Justice 
reminded  his  Majesty  that  he  should  hear  defendant's  coaa 
before  giving  judgment.  He  did  so,  and  at  tiie  close 
exclaimed,  "  I  don't  know  which  to  believe,  and  I  will  never 
sit  in  the  Court  again."  His  Honour  added  that  he 
thought  the  stoiy  would  be  of  some  service  to  the  jury. 
They  shoidd  be  content  to  hear  both  sides  before  egress- 
ing  an  opinion. 


Counsel  on  both  sides  having  agreed  to  leave  the 
decision  of  the  case  to  his  Hon 
dischaiged.  Digitized  by 
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A  Pbruanent  Ahkuitv.— Tha  fbllowiag  very  amuBiog  story 
bas  appeared  in  a  contemporary : — A  Scottish  Life  Office  sold  an 
anouity  to  Mr.  Pat  Maloaey,  and  paid,  and  paid,  and  paid  until 
they  rsckoaed  his  age  was  about  loo,  when  they  sent  an  inspector 
to  Tipperary  to  intMTiew  the  annuitant,  and  to  make  lure 
they  wen  paying  the  annntty  to  the  proper  perMm.  The 
emlanry  called  at  the  cottage  and  atkad  it  Mr.  FU  Haloney  was 
in :  no,  he  was  Id  the  field,  ploogUng.  A  centenarian  woricing 
ploughman  seemed  raUier  an  anomaly.  The  insurance  man 
found  the  field,  and  a  man  of  about  60  at  work.  "AreyouMr 
Patrick  Maloney?"   "  Yis,"  ha  says,  "lam."   "Are  you  the 

Mr.  Maloo^  who  draw*  the  annuity  from  the  Insurance 

CiKnpany  }  "   "  Yet,  bedad,  and  mi  &tfaer  before  me." 
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Solicitors'  Accounts. 

1 N  our  issue  of  the  15th  inst.  we  mentioned 
^  that,  in  pursuance  of  a  requisition  signed 
by  a  number  of  well-known  solicitors,  a  special 
general  meeting  of  the  Law  Society  was  held 
on  the  14th  inst.  to  con^id^r^tj^e  @vg^M^of 
appointing  a  Committee  to  inquire  inw  the 


786 


THE   ACCOUNTANT        December  29,  1906. 


subject  of  solicitors*  accounts  and  audit.  No 
representatives  of  the  press  were  allowed  to  be 
present  at  this  meeting,  but  some  information 
as  to  what  transpired  has  been  communicated, 
from  which  it  appears  that  the  resolution  sub- 
mitted called  for  the  appointment  of  a  Com- 
mittee to  consider  what  rules  should  be 
adopted  in  the  following  matters: — (a)  The 
methods  in  which  a  solicitor  should  keep  the 
accounts  of  himself  and  his  cHents,  and  the 
audit  thereof,  (b)  The  keeping  and  audit  of 
Trust  Accounts,  (c).  The  conduct  of  profes- 
sional business,  (d)  The  formation  of  a 
gfuarantee  fund.  The  motion  was  moved  by 
Mr.  Julius  Bertram,  M.P.,  and  seconded  by 
Mr.  J.  W.  Hills,  M.P.,  both  well-known 
solicitors,  who  urged  that,  unless  the  Society 
found  means  to  adopt  such  reforms  43  have 
constantly  been  asked  for,  they  might  expect 
to  have  these  reforms  forced  upon  them  by 
Parliament.  After  a  somewhat  protracted 
debate,  however,  the  motion  was  defeated  by  a 
show  of  hands,  the  proposal  as  to  the  forma- 
tion of  a  guarantee  fund  being  apparently  the 
most  widely  opposed.  A  poll  was  demanded, 
and  fixed  for  the  7th,  8th,  and  gth  prox.  It 
will  thus  be  a  fortnight  or  more  before  any 
official  decision  with  regard  to  the  matter  will 
become  known. 

It  is  not  without  interest,  and  will  doubtless 
not  be  without  influence  upon  the  rank  and 
file  of  solicitors  throughout  the  country,  to 
observe  that  The  Times  is  strongly  in  favour  of 
the  reformers ;  and,  indeed,  it  seems  to  us  that 
the  only  possible  objection  to  proposals  (a), 
(6),  and  (c),  enumerated  above,  that  can  be 
put  forward  by  those  who  have  nothing  to  hide 
must  be  one  that  is  very  largely  dictated  by 
wounded  vanity  and  a  sense  of  one's  own  self- 
>nportance.  Accounting  parties,  whether  they 


like  it  or  not,  must  be  at  all  times  ready  to 
account,  and  in  cases  where  they  may  not  be 
called  upon  to  account  until  after  the  lapse  of 
a  great  number  of  years  the  need  for 
systematic  methods  of  account  are  especially 
evident ;  while  a  systematic  professional  audit 
would  be  of  value  not  merely  as  practically 
ensuring  that  adequate  methods  of  accounting 
are  in  use,  but  also  that  the  accounts  are 
correct  and  in  order  in  every  way,  and  thus 
ready  for  production  at  any  future  time  when 
called  upon.  Hitherto,  the  chief  argument  in 
the  discussion  has  centred  round  the  risk  of 
clients  losing  through  the  dishonesty  of 
solicitors ;  but  although  this  is  undoubtedly  a 
very  serious  matter,  to  which  attention  has 
been  much  drawn  of  late,  it  must  be  admitted 
that  the  risk  of  such  loss  is  not  really  very 
serious,  and  that  those  who  know  themselves 
to  be  honest  may  very  naturally  feel  that  they 
at  least  should  be  exempted  from  the  present 
agitation.  An  aspect  of  the  question  which 
appears  to  have  been  almost  (if  not  entirely) 
overlooked  is  that  solicitors  who  keep  their 
accounts  properly,  and  regularly  submit  them 
to  audit,  will  derive  exactly  the  same  benefits 
from  that  procedure  that  have  been  generally 
recognised  by  business  men  engaged  in  less 
exalted  callings — namely,  without  any  undue 
expenditure  of  their  own  valuable  time  they 
will  be  able  to  obtain  periodical  statements  of 
account  prepared  by  experts  quite  independent 
of  their  own  staff,  and  will  be  themselves  for 
all  practical  purposes  protected  against  fraud 
from  within.  In  view  of  the  relatively  large 
amount  of  money  that  of  necessity  passes 
through  a  solicitor's  office,  and  has  to  be  dealt 
with  in  cash,  the  systematic  audit  as  a  safe- 
guard  against  firaud  is,  in  point  of  fact,  far 
more  necessary  than  in  most  cmnmercial 
businesses  of  a  similar  size,  ^^^-'^'^^ 


December  29,  1906.         THE  ACCOUNTANT 


787 


How  it  comes  about  that  a  majority  of 
those  attending  the  meeting  held  on  the  14th 
inst.  should  be  opposed  even  to  the  appoint- 
ment of  a  committee  to  consider  such  appa- 
rently essential  questions  it  is  difficult  to  under- 
stand. The  vote  was,  we  think,  largely  due  to 
the  influence  of  the  Council,  which,  according 
to  The  Times,  consists  of  two  classes  of  men 
from  whom  it  is  hopeless  to  expect  reform. 
There  is,  our  contemporary  says,  a  party 
of  old-fashioned  honest  solicitors,  who,  at 
their  advanced  age,  resent  interference  which 
will  affect  their  own  practice ;  and  another 
party  of  solicitors,  in  a  large  way  of 
business,  who  possibly  are  not  sufficiently 
impressed  with  the  seriousness  of  the  abuses 
that  are  chiefly  complained  of.  We  do  not 
quite  understand  what  is  implied  by  the 
last-named  category;  but  if  it  be  suggested  that 
these  men,  confident  in  the  proper  management 
of  their  own  affairs  (no  doubt  the  great 
majority  of  them  have  their  accounts  regularly 
audited)  are  quite  indifferent  as  to  how  rival 
practitioners  conduct  their  respective  busi- 
nesses, it  is  not  saying  very  much  for  the  esprit 
de  corps  that  should  obtain  among  the  members 
of  any  profession. 

Nor  do  we  think  that  any  fears  as  to  the 
expense  of  an  audit  are  really  at  the  bottom  of 
this  opposition  to  reform.  Anyone  who  has 
taken  the  trouble  to  inquire  must  know  that  in 
three  cases  out  of  four  there  is  a  direct  saving 
effected  by  a  proper  audit  which  considerably 
more  than  covers  the  annual  fee.  Th^  must 
also  know  that  the  fees  likely  to  be  charged  in 
the  case  of  small  practitioners  would  be  suffi- 
ciently low  to  represent  a  practically  negligible 
quantity,  for  it  goes  without  saying  that  soli- 
citors are  always  put  on  the  best  possible  terms 
by  accountants  in  view  of  the  £act  that  a  con- 


siderable proportion  of  most  accountants'  busi- 
ness comes  to  them  through  solicitors.  We 
are  afraid,  therefore,  that  it  comes  down  to  this 
— that  there  is  not  really  any  solid  or  sufficient 
reason  for  the  opposition  to  reform  which  was 
apparent  at  the  recent  general  meeting.  The 
result  of  the  poll  may,  of  course  (and,  we  hope, 
will),  show  that  the  rank  and  file  of  solicitors 
are  more  broad-minded  and  more  amenable  to 
public  opinion.  Failing  that,  it  is  obvious  that 
solicitors  are  by  their  conduct  doing  their  best 
to  facilitate  the  policy  of  those  bureaucrats  who 
are  desirous  of  officialising  everything.  The 
Public  Trustee  Act  may  be  regarded  as  a  case 
in  point,  and  it  is  obvious  that  this  measure, 
injurious  as  it  is  to  accountants,  is  directed 
chiefly  against  solicitors,  and  has  been  rendered 
possible  only  by  their  curious  blindness  on  the 
subject  of  the  duties  and  responsibilities  that 
they  owe  to  the  public. 


The  Invention  of  Corruption  Act  and 
Agency  Pees. 

IN  view  of  the  uncertainty  that  prevails  in 
many  quarters  as  to  the  precise  effect  of  the 
Prevention  of  Corruption  Act,  1906,  which 
comes  into  force  on  the  first  day  of  the  new 
year,  considerable  interest  attaches  to  the  fol- 
lowing letter  that  has  been  issued  by  the 
Council  of  the  Law  Society  to  the  Hon. 
Secretaries  of  the  varions  Provincial  Law 
Societies : — 

Law  Society's  Hall, 

Chancery  Lane,  W.C. 

November  i2tk  1906. 

Dear  Sir,— Iq  reply  to  your  letter  of  September  23, 
it  does  not  appear  to  the  Conncil  that  any  difficultfr  can 
arue  unless  the  solicitor  treats  the  London  agent's  bill 
as  a  disbursement,  which,  according  ia^omeroy's  icase 
(1897,  L.R.  I  Chanc.  284);^(^«^*|bti^3!|QralUpg 
with  it.  ^ 
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The  correct  course  there  pointed  out  is  to  incorporate 
the  agent's  items  in  the  bill,  as  if  they  were  items  of  work 
done  by  the  solicitor  himself.  By  analogy,  though 
there  is  no  definite  decision  on  the  poiot,  a  similar 
conxae  should  be  adopted  as  between  the  aidichor 
principal  and  his  agent,  when  the  latter  is  a  country 
solicitor,  and  an  arrangement  has  been  made  for  the  trans- 
action of  business  on  agency  terms.  In  no  case,  in  the 
opinion  of  the  Council,  should  the  agent's  bill  be 
referred  to  as  a  pajrment  or  disbursement,  but  if  the 
agent's  charges  are  rendered  in  full  as  a  separate  item 
and  not  incorporated  in  the  bill,  then  a  reference  must 
be  made  to  the  fact  that  sacfa  charges  are  subject  to  an 
agency  allowance. 

The  country  agent  employed  by  a  solicitor  in  the  case 
above  referred  to  should  render  his  charges  to  the 
principal  in  the  same  manner  as  a  London  agent  renders 
than,  to  his  principal. 

Yours  ftuthfolly, 
FiNLAV  Dun,  Esq.  E.  W.  Williamson.  See. 

Hon.  Sec.  Liverpool  Incorporated  Law  Society. 

The  reliability  of  the  views  put  forward  by 
this  high  authority  as  to  the  precise  operation 
of  the  new  Act  is,  we  think,  unquestionable; 
and  the  point  is  of  especial  interest  to  our 
readers,  in  that  agency  charges  are  by  no  means 
confined  to  solicitors,  but  are  frequently  to  be 
found  in  operation  among  firms  of  accountants 
carrying  on  business  in  different  districts.  The 
distinction  that  is  drawn  has,  moreover,  the 
merit  of  being  entirely  acceptable  to  the  layman 
of  average  intelligence.  To  represent  to  a 
client  that  one  has  made  certain  payments  to 
an  agent  when  in  point  of  fact  one-third,  or 
some  other  fraction  of  the  correspondingsum,has 
been  retained  by  the  iirm  claiming  to  have  made 
such  payment,  is  an  obviously  inaccurate  state- 
ment, which  could  hardly  be  justified  by  the 
most  ingenious  form  of  special  pleading.  The 
matter  is,  however,  upon  an  entirely  different 
footing  if  all  charges  are  included  upon  the 
same  bill  as  representing  so  much  work  done, 
without  distinguishing  precisely  by  whom  the 
work  was  done.  A  solicitor  or  accountant 
employing  an  agent  to  perform  work  for  him 


as  a  matter  of  convenience,  whether  for  con- 
siderations of  distance  or  otherwise,  is  himself 
responsible  for  the  due  performance  of  th^t 
work  just  as  though  it  had  been  conducted  by 
himself  personally  or  under  his  personal  super- 
vision. He  is  thus  clearly  entitled  to  chai^ 
his  client  for  that  work,  and  the  client  must  be 
held  to  have  notice  of  the  fact  that  the  charges 
made  to  him  represent  something  in  excess  of 
actual  out-of-pockets,  and  include  a  profit  load- 
ing on  the  part  of  the  pei^n  whom  he  has 
employed.  All  this  is  perfectly  intelligible  and 
straightforward,  and,  we  think,  effectually 
disposes  of  all  questions  of  agency  charges,  but 
not  of  all  possible  questions  that  may  arise  on 
the  interpretation  of  the  new  Act. 

It  has  already  been  held  that  an  auctioneer 
is  not  entitled  to  retain  a  commission  allowed 
to  him  by  advertising  agents  or  printers  in 
respect  of  disbursements  incurred  on  behalf  of 
his  clients,  and  it  thus  seems  clear  that  such 
commissions  are  at  law  illicit,  if  not  absolutely 
corrupt.  At  the  same  time  it  may  be  pointed 
out  that,  under  some  circumstances  at  least, 
very  strong  arguments  might  be  put  forward  in 
support  of  what  is,  we  believe,  still  a  very 
general  practice  among  auctioneers.  If  an 
agent,  whether  an  auctioneer  or  not,  incurs 
certain  liabilities  on  behalf  of  his  principal, 
under  such  terms  that  his  liability  to  outsiders 
still  remains,  whether  or  not  he  is  able  to  recover 
from  his  principal,  it  seems  only  reasonable 
that  any  deductions  he  may  be  able  to  secure 
should  be  regarded  either  as  a  cash  discount  or 
as  a  del  credere  commission,  and,  as  such,  some- 
thing actually  earned  by  him,  and  capable  of 
being  retained  by  him  as  against  his  principal. 
At  first  sight  there  appears  to  be  a  good  deal 
to  be  said  in  favour  of  this  line  of  argument,  but 
it  may  be  pointed  '^cRiif  ^£hat  before  <ihe  Act  of 
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1906  can  be  invoked  it  is  necessary  that  the 
commission  should  be  both  a  secret  and  a 
corrupt  one.  Unlera  the  commission  vrere  an 
excessive  remuneration  for  the  risks  involved, 
it  clearly  could  not  be  corrupt,  and  thus  the 
only  point  that  can  arise  is  on  the  question  of 
secrecy.  This  can  be  readily  got  over  in  prac- 
tice by  requesting  a  remittance  from  all  clients 
in  advance  for  an  amount  sufficient  to  cover  all 
necessary  out-of-pockets ;  such  request  being 
accompanied  by  an  intimation  that,  failing  pay- 
ment by  a  certain  specified  date,  the  client  will 
not  be  accorded  the  benefit  of  such  commis- 
sion as  the  agent  may  be  able  to  secure  for 
prompt  payment.  Such  a  request  as  this  would 
be  so  entirely  reasonable  that  we  have  no  hesi- 
tation in  saying  that  under  the  circumstances 
named  the  Courts  would  hold  that  there  had 
been  sufficient  disclosure  to  entitle  the  agent 
who  had  actually  incurred  out-of-pockets  on 
behalf  of  bis  client  to  retain  for  his  own  benefit 
any  reasonable  commission  that  he  might  be 
able  to  secure  upon  so  doing. 

Another  form  of  commission — the  ex»:t 
legality  of  which  has>  we  believe,  still  to  be 
decided — is  that  paid  by  certain  business  houses 
who  employ  what  we  may  describe  as  undis- 
closed agents,  paying  them  a  commission  on 
whatever  business  they  may  introduce,  such 
commission  being  paid  without  the  knowledge 
or  consent  of  the  customer  or  client  introduced. 
In  a  case  like  this  it  seems  to  us  that  much 
would  depend  upon  the  precise  facts.  There 
is,  so  fiu  as  we  are  aware,  no  law  requiring  a 
person  who  is  in  fact  an  agent  to  explain  the 
circumstance  to  those  whom  he  may  advise  or 
influence,  unless  he  occupies  some  fiduciary 
position  towards  them.  The  introducer  cannot, 
of  course,  for  obvious  reascms,  claim  to  be  the 
agent  of,  and  to  receive  payment  from,  both 


sides ;  but  those  who  allow  themselves  to  be 
influenced  by  the  advice  of  persons  whom  they 
have  not  paid  to  advise  them  cannot,  it  seems 
to  us,  be  very  well  heard  to  complain  if  it 
should  afterwards  transpire  that  that  advice 
has  been  given  from  interested  motives,  and  has 
resulted  in  the  receipt  of  a  commission  by  the 
person  giving  such  advice.  At  the  same  time, 
much  would  depend  upon  the  exact  facts  of  the 
and  an  undisclosed  agent  who  deliberately 
represented  himself  as  being  a  disinterested 
party,  for  the  sake  of  securing  a  commission, 
might  quite  conceivably  be  held  to  be  acting  cor* 
ruptly.  The  payment  of  a  commission  to  such 
an  agent  would,  however,  we  think,  not  be 
corrupt  unless  made  under  such  circumstances, 
and  with  such  knowledge,  as  to  virtually  con- 
stitute the  case  one  of  conspiracy  on  the  part 
of  agent  and  principal. 

It  is  obviously  unnecessary  to  carry  the 
matter  further  than  this.  Viewed  quite  broadly, 
it  seems  to  us  that  the  new  Act  makes  nothing 
punishable  which  any  reasonably  honest  person 
would  wish  to  do,  and  doubtless  the  safest  way 
of  securing  immunity  from  its  provisions  is  to 
take  care  that  one's  actions  may  fairly  be  said 
to  come  under  this  heading.  Whether  or  not 
the  Act  will  ever  become  really  efiective 
depends,  of  course,  almost  entirely  upon  the 
amount  of  support  which  it  receives  from  the 
general  public.  In  this  connection  the  circular 
(which  we  reproduce  in  another  column)  that 
has  been  recently  issued  by  the  Secret  Com- 
missions and  Bribery  Prevention  League  will 
be  found  of  interest,  especially  to  those  who 
have  in  the  past  found  themselves,  albeit 
unwillingly,  compelled  by  the  general  custom 
to  pay  commissions  which  in  their  more 
enlightened  moments  ^!?^^»iy^i©@^^ 
as  being  essentially  improper.    Of  suc^ 
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commissions,  obviously  the  most  improper  are 
those  paid  to,  or  solicited  by,  someone  occupy- 
ing a  position  of  trust,  as  a  consideration  to 
induce  him  to  betray  that  trust  either  by 
ordering  goods  that  are  not  required,  or  at 
more  than  a  fair  price,  or  by  passing  goods 
that  are  unsatis&ctory  as  to  quantity,  quality, 
or  price,  or  in  any  or  all  of  these  respects. 


WeeFtl)?  notes. 


UMotonuid    A  recent  issue  of  The  Law  Journal 
UtotnuDU.     aim  attention  to  the  fact  that  whUe 

the  provisions  of  the  Companies  Act,  1900,  made  more 
certain  the  duty  of  directors  to  refrain  from  Roing  to 
allotment  in  the  absence  of  a  reasonably  sufficient 
amonnt  of  subscribed  capital,  the  principle  then 
enunciated  was  do  new  one.  There  ist  our  contem- 
porary points  oat,  no  English  case  In  which  directors 
going  to  allotment  on  an  insufficient  capital  have  been 
held  guilty  of  misfeasance,  but  the  point  has  apparently 
been  so  decided  in  Scotland.  We  do  not,  of  course, 
dispute  the  accuracy  of  our  contemporary's  statement 
to  this  effect,  but  it  may,  perhaps,  be  pertinent  for  us 
to  remind  our  readers  that  the  Companies  (Winding- 
up)  Act,  1890,  does  not  apply  to  Scotland,  and  that, 
therefore,  the  term  misfeasance,  as  applied  to  company 
directors,  must  of  necessity  have  a  somewhat  different 
signification  to  that  which  it  has  acquired  in  England 
since  the  Act  of  1890  came  Into  force.  Apart  from  the 
question  of  insufficient  subscriptions,  however,  directors 
proceeding  to  allotment  must  perform  this— like  all 
other  duties  that  fall  upon  them— with  a  due  sense  of 
their  responsibilities.  Not  merely  must  they  refrain 
from  going  to  allotment  if  subscriptions  be  obviously 
inadequate;  where  an  issue  is  over-subscribed,  they 
must  discriminate  between  applicants  solely  in  the 
interests  of  the  company,  and  not  in  the  Interests  of 
themselves  or  their  friends.  It  may,  in  practice,  be 
extremely  difficult  to  prove  a  breach  of  good  ^th  in 
this  direction;  but,  assuming  that  the  facts  are 
admitted,  or  can  be  proved,  the  liability  of  a  director 
n  so  distinguishing  between  applications  for  shares  as 
to  cause  the  emnpany  to  sofier  damage  appears  to  be 
beyond  question. 


Th«  Irltb  ^  correspondent  has  forwarded  to  oa 
iBstitattt  and  copies  of  two  circulars  issued  by  the 
advartutBC  institute  of  Chartered  Accountants  in 
Ireland,  in  the  years  1898  and  1900,  in  reference  to 
canvassing.  The  first-named  draws  attention  to  Bye< 
Law  103  (Subsection  4),  which  reads  as  follows: — 
"  Members  of  the  Institute  shall  not  advertise  by  public 
"journal,  circular,  or  otherwise,  for  business  purposes, 
"  or  isf  ue  any  circulars  to  persons  other  than  their  own 
"  clients,"  and  states  that  the  Council  attaches  much 
importance  to  the  observance  of  this  rule,  adding  that 
breaches  thereof  will  in  future  be  dealt  with  rigorously. 
This  circular  concludes  with  the  statement  that  the 
insertion  of  a  member's  name,  or  the  firm  to  which 
he  belongs,  in  any  diary  or  directory,  or  other  publica- 
tion, for  the  insertion  of  which  payment  is  made,  will 
be  r^arded  as  advertising.  The  circular  dated  1900 
states  that  one  or  two  cases  have  been  brought  before 
the  Council  of  serious  breaches  of  professional  etiquette, 
and  violation  of  the  spirit  of  the  bye-laws,  through  the 
canvasdng  by  members  for  positions  not  actually 
vacated  by  fellow- members,  or  the  acceptance  of 
vacant  positions  that  have  been  sacrificed  by  members 
through  adhering  to  a  principle  of  professional  practice, 
and  declares  the  determination  of  the  Council  to  resort 
to  extreme  measures  if,  after  the  issue  of  this  particular 
notice,  further  cases  should  be  brought  before  it.  It 
occurs  to  us  that  if  these  views  are  rigorously  upheld 
at  all  times  they  might  quite  possibly  be  found  unduly 
har^  in  practice,  but  the  general  principle  involved  is,  of 
course,  unexceptionable,  and  agrees  with  the  views 
that  we  have  always  expressed  in  these  columns. 


.  jt.  _  J  A  corresondent  writing  to  a  recent 
aaaitora  and 

nnai  issue  of  The  Financial  News  revives  the 
AppoiDtmcBU.  question  that  has  more  than  once  been 
raised  in  these  columns  as  to  the  propriety  of  a  member 
of  a  firm  of  accountants  appointed  auditors  of  a  com- 
pany occupying  a  seat  upon  the  board.  In  the  case  of 
a  purely  private  company  there  seems  no  reason  why 
any  person  approved  by  the  general  body  of  share- 
holders should  not  be  appointed  the  auditor,  provided 
he  is  qualified  to  dischaige  the  duties  of  the  post ;  bat 
where  the  members  of  the  company  are  not  all  known 
to  one  another  it  is  clear  that,  unless  the  auditor  is  an 
absolutely  disinterested  person,  the  safeguard  provided 
by  a  proper  audit  is  git(ihj>J<|^ 
1900,  goes,  if  anything,  a  little  farther  tfixn  this  in 
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Section  21  (3),  whicb  provides  that  a  director  or  officer 
o£  the  compaDy  diall  not  be  capable  of  being  appointed 
auditor  of  the  company;  bat  the  clause  is  badly  drawn, 
and  thns  readily  permits  the  very  evil  it  was  designed 
to  avoid  by  enabliog  the  partner  or  clerk  of  a  director 
or  officer  to  be  appointed  auditor.  The  pomt  is,  it 
seems  to  us,  one  upon  which  a  fitxinal  expression  of 
opicion  upon  the  part  of  the  Council  would  be  valuable, 
for  it  certainly  does  the  profession  as  a  whole  no  good 
that  certain  of  its  members  should  be  found  willing  to 
accept  appointments  which,  in  the  circumstances  of 
the  case,  they  cannot  be  expected  to  fill  with  rigid 
impartiality. 


■•irohCT'sTtttoiM  ^®  regret  that  in  the  review  which 
tor  tha  Repaymwt  appeared  on  p.  751  of  our  issue  of 
of  LM>t.te."    ^^^^  jgjij  jjjgj        jj^j^g      jjjg  ^yjjj^j. 

of  these  valuable  Tables  should  have  been  incorrectly 
stated.  They  are  compiled  by  Mr.  J.  A.  Archer,  F.I.A., 
and  published  by  Messrs.  Shaw  &  Sons,  Fetter  Lane, 
E.C.,  17s.  6d. 


,   _       ,     The  case  of  Alston  and   others  v. 

SUtaU  of  Mineard,  which  came  before  Mr.  Justice 
Lliiiitaitou  oas«.  DarUng  a  short  time  since,  raised  an 
interesting  question  affecting  the  interpretation  of  the 
Statute  of  Limitations.  The  action  was  brought  for 
the  recovery  of  :£'i,aoo  and  interest  alleged  to  be  due 
nnder  a  mortgage  deed.  It  appeared  that  the  plaintiff 
advanced  ^^1,200  to  the  defendant  in  1881  on  security 
of  a  mortgage  of  certain  freehold  property.  In  1886, 
on  the  marriage  of  bis  daughter,  the  defsndant  assigned 
the  property  in  question  to  trustees  for  her  benefit, 
subject  to  the  payment  of  the  principal  sum  and 
interest.  Since  this  assignment  the  trustees  nnder  the 
settlement  had  paid  the  mortgagee  interest,  and  nothing 
whatever  had  been  received  from  the  defendant. 
When  the  plaintiffs  claimed  the  principal  sum  due 
under  the  mortgage  the  defendant  alleged  that,  as  he 
had  not  paid  any  interest  for  upwards  of  twdve  years, 
he  was  protected  by  Section  8  of  the  Real  Property 
Limitation  Act,  and  therefore  could  not  be  sued.  His 
Lordship  came  to  the  concludon,  although  apparently 
with  some  hesitation,  that  the  payments  made  by  the 
trustees  appointed  by  the  mortgagor  under  the  marriage 
settlement  were  sufficient  to  take  the  case  out  of  the 
Statute  of  Limitations,  and  he  therefore  gave  judgment 


for  the  plaitttiEF  for  the  amount  claimed,  with  interest 
and  costs.  The  case  seems  to  illustrate  the  importance 
of  receipts  for  rent  or  mortgage  interest  being  invari- 
ably made  out  in  the  name  of  the  person  legally  liable 
therefor. 


The  Doabu-  A  short  time  since  an  inquiry  was  held 
Aooonnt  Sy«Um  g^^^^  ^^^^ 

DaprwiaUon.  Town  Hall  into  the  affairs  of  the  Hove 
Electric  Lighting  Company,  Lim.,  at  the  instance  of 
the  Hove  Town  Council,  which  sought  to  secnre  a 
reduction  in  the  price  of  the  current.  The  Brighton 
Herald,  in  reporting  the  proceedings,  states  that  a 
representative  of  the  well-known  firm  of  accountants, 
Messrs.  Price,  Waterhonse  &  Co.,  made  the  startling 
statement  that  he  did  not  think  that  a  company  of  this 
kind  needed  a  reserve— it  was  a  luxury;  but  under 
cross>examination  admitted  that  he  could  not  name  a 
company  that  had  no  depreciation  or  Reserve  Fund, 
or  both,  and  he  further  admitted  that  he  was  not  an 
electric  light  expert.  If  this  obviously  condensed 
statement  of  the  evidence  put  forward  does  the  witness 
any  injustice  we  can  only  say  that  we  hope  we  shall  be 
supplied  with  a  verbatim  copy  of  the  evidence.  In  the 
meanwhile,  however,  we  cannot  refrain  from  pointing 
out  that  it  is  particularly  unfortunate  that  such  state- 
ments should  find  their  way  into  the  press,  in  that  they 
directly  encourage  loctl  authorities  that  are  desirous 
of  throwing  upon  the  future  certain  consequences  of 
their  own  present  extravagance ;  but,  disregarding  the 
question  of  local  authorities'  accounts  (which  was,  of 
course,  not  then  under  discussion)  we  may  point  out 
that  the  statutory  form  for  the  accounts  of  electric 
lighting  undertakings  provides  for  the  creation  of  a 
Depreciation  Fund  and  a  Reserve  Fund,  and  inasmuch 
as  these  particular  companies  enjoy  a  concession  for  a 
limited  number  of  years  only,  we  should  have  thought 
that  it  must  be  obvious  to  anyone— even  if  he  were  not 
an  electric  l^ht  expert— that  something  more  than 
mere  maintenance  must  be  charged  against  revenue 
before  arriving  at  a  figure  of  profit  that  can  be 
prudently  regarded  as  available  for  dividend. 


HntoKwida  1°  article  which  appeared  in  our 
BaluMttiMt.    Issue  of  the  z^ih  uit  we  said  that 

there  were  some  points  in  the  pacm  recMtlrlFead 

by  Mr.  F.  W.  Pixley, 


792 


THE   ACCOUNTANT        December  29.  1906. 


Glasgow  Chartered  Aocoantaiits'  Students'  Society, 
with  which  we  were  not  in  entire  agreement.  We  do 
not  know  whether  onr  expressions  of  opinion  have 
encouraged  the  writer  of  the  article  which  appeared  In 
the  Financial  and  Commercial  Supplement  of  The  Times 
on  the  loth  inst. ;  but,  however  that  may  be,  our  con- 
temporary's issue  of  that  date  contains  an  article  upon 
Balance  Sheets  (reprinted  in  another  colnnui)  which, 
mixed  np  with  a  certain  amount  of  sense,  contains 
much  that  is  pure  rubbish.  In  spite  of  its  absurdity, 
however,  this  article  is  of  some  practical  value,  in 
that  it  may  be  taken  as  illustrative  of  the  pc^t  of  view 
of  the  average  investor,  who  has  never  properly 
studied  the  subject  of  accounts,  and  yet  thinks  that 
he  Is  bndness  man  enough  to  understand  all  about 
it,  and  to  teach  others  how  accounts  should  be 
prepared. 


Cotre0pon&ence  an&  £nqatrte0. 


All  commanlcatlons  to  the  Editor  shoold  bo 
by  letter  only. 


IW4  arg  mt  «a  Hmtt  rtady  to  imttri  tomtfanitme*  M 
wtatUrt  of  inttrest  to  tkt  Profission,  but  we  de  net  of  emrt* 

Mold  ourselves  in  any  way  responsible  for  the  opiniont 
expressed  by  mr  eorretpondmts.  Cerrapondenee  intended 
far  eurrtnt  istut  wuut  reaek  tu  at  tie  latest  by  Wedmetday 
afternoon;  and  must  in  all  eases  be  aceompanied  by  the 
name  and  address  of  eorretpandentSt  not  neeessarily  for 
fmUi£atiomt  ha  as  a  guaramtu  of  gaai  faitk.} 


Accoaatants*  Lien  on  Books. 

{To  m  Editor  of  Tke  Aecomntant.) 

Sir,— Could  you  please  give  me  an  answer  to  the 
following  question  in  the  columns  of  your  valuable 
paper 

I  have  prepared  accounts  for  a  person  who  has  since 
had  to  stop  business  owing  to  the  claiming  of  machines 
by  the  holder  of  the  hire-purchase  agreement. 

I  hold  the  books  of  the  firm.  Have  I  a  lien  over  the 
books  until  my  fee  is  paid  (t)  against  person  who  has 
financed  the  firm,  and  who  holds  the  hire-purchase 


agreement ;  (a)  against  the  Official  Receiver,  shonld 

the  proprietor  of  the  business  go  into  bankruptcy  ? 

Yoor  reply  would  be  much  esteemed. 

Yours  faithfully. 
December  i8th  1906.  A.  B.  C. 

Debentures— Priority. 

{To  the  Editor  of  Tke  Aeeonniant.) 

Sir,— A.  and  B.  are  two  American  railway  com- 
panies, A.  being  the  larger  of  the  two.  B.  leases  to  A. 
its  own  lines  at  a  fixed  rental,  payable  quarterly.  This 
rent  constitutes  the  whole  income  receivable  1^  B.. 
out  which,  of  course,  it  has  to  meet  its  mpenditore. 
debenture  interest,  &c. 

A.  has  issued  debentures,  secured  by  a  first  charge 
on  the  lines,  rolling  stock,  &c,  owned  by  it.  The 
interest  on  these  debentures  is  also  payable  qoarteriy 
on  the  same  date  as  the  rent  to  B.  becomes  due. 

When,  on  the  rent  and  interest  becoming  dae,  A. 
cannot  meet  both,  which  would  have  priority? 

Should  the  rent  be  in  arrear  B.  would  distrain,  but 
the  A.  debenture'holders  to  protect  their  own  cha^ 
would  appdnt  a  receiver. 

B.  would,  however,  I  presume,  be  entitled  to  take 
possession  of  its  own  lines,  but  what  would  becMne  of 
the  quarter's  rent  ? 

Would  the  receiver  be  compelled  to  pay  B.  the 
quarter's  rent  before  satisfying  the  debenture  interest  7 

Should  the  rent  payable  to  B.  be  shown  In  A.'s 

accounts  before  interest  to  debenture-headers  ? 

I  shall  be  glad  if  some  of  your  readers  will  enlighten 
me  upon  the  above  points. 

Thanking  you  in  anticipation, 

Yours  truly, 

December  19M  I906,  A.  F.  Y. 

[Sorely  it  must  be  obvious  to  the  meanest  intelUgoKs 
that  this  question  cannot  be  answered  in  the  absent 
of  the  terms  of  the  debenture  issue  and  of  the  agree- 
ment between  A.  and  B.— £d.  AceL] 


Income  Tax.— Foreign  Eamlncs. 

(Tt  tHe  Editpr  of  Tke  AeeomiUmt.) 

Sir, — A  resident  In  England  who  frequently  vlslta 
America  derives  profits  from  trades  carrieCicnilthen ; 
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the  profits  of  such  trades  are  not  remitted  to  England, 
bat  are  paid  into  a  banking  acconnt  in  the  United 
States.  Subsequently,  cheques  in  payment  of  accounts 
owing  by  him  in  England  are  issued  on  this  American 
bank  account;  does  this  involve  the  taxation  for 
income  in  England  on  snch  profits  or  withdrawals  ? 

DeetmUr  iztk  1906.  INDEX. 


Building:  Societies'  Accounts— Audit. 
[Te  the  Editor  of  The  Aeeountant.) 

Sir, — I  shall  be  glad  to  have  your  opinion  or  that 
of  your  readers  on  the  following  point  arising  in  the 
audit  of  building  societies'  accounts. 

At  the  last  directors'  meeting  held  in  the  financial 
year  certain  loans  are  sanctioned,  but  the  mortgages 
in  connection  therewith  are  not  completed  nor  are  the 
cheques  drawn  before  the  close  of  the  year.  Entries 
are  made  in  the  Cash  Book  as  if  the  cheques  had  been 
drawn,  and  the  loans  are  included  in  the  amoont  due 
to  mortgagees  in  the  accounts  and  in  the  actuary's 
valuation. 

Would  the  auditors  be  justified  in  passing  these 
items  without  durecting  attention  thereto  in  their  certifi- 
cate, bearing  in  mind  that  the  total  amounts  the 
Society  can  receive  on  deposit  or  loan  is  limited  to 
two-thixdsoE  the  amount  secnred  by  mortgages  from  its 
members. 

Yours  faithfully, 
aofib  DKembtr  1906.  EBOR. 


port  £lt5ai)etb  an^  H)i&trtct  accountants' 
Soctetp. 


The  Admlnitftratlon  of  the  Betetea  of 
Deceased  Persons. 


By  R.  H.  H.  Stockdalb. 


Paper  read  before  the  above  Society  on  Tuesday  6tfa 
November  1906. 


This  being  a  meeting  of  accountants  I  have  thought  it 
well  to  confine  my  xeourks  on  this  subject  mainly  to  points 


affecting  or  appealing  to  such,  bat  it  will  be  necessary  to 
refer,  at  the  outset  and  in  some  detail,  to  certain  general 
principles  governing  the  appointment  and  hosiness  of  an 
executor. 

There  is  an  old  recipe  for  "jagged  hare  "  which  Uysdown 
as  an  essential  to  the  dish  the  necessity  for  "first  catching 
your  hare."  Similarly  before  yon  can  administer  the  estate 
of  a  deceased  person  three  things  are  essential : — 

(1)  That  there  should  be  a  deceased  person. 

(2)  That  the  deceased  shoold  have  an  estate  to  administer. 
{3)  That  the  administering  of  snch  estate  be  entrusted  to 

yoa. 

Now  it  is  a  truism  to  assert  that  death  is  the  common  lot 
of  all  flesh.  At  some  point  or  period  in  our  eq>erience  the 
wheels  cease  to  go  round,  the  machinery  comes  to  a  dead 
stop,  and  life  and  the  material  affairs  thereof  cease  to  concern 
and  trouble  as.  But  a  man  can  no  more  die  unaoticed  than 
he  can  live  unnoticed — at  least  in  centres  of  civilisation  snch 
as  are  represented  by  this  town  of  ours— and  espedally  is 
this  the  case  where  he  lias  succeeded,  either  by  bequest  or 
inheritance,  sheer  enterprise  and  bard  work,  or  it  may  be 
in  some  more  questionable  manner,  in  becoming  the  possessor 
of  property,  wheth^  of  a  movable  or  immovable  kind. 

Now  when  a  man  of  property  dies  his  estate  is  dther 
testate  or  intestate.  That  is  to  say,  he  has  dther  made  and 

left  a  will,  or  he  has  neglected  so  to  do  ;  and  it  is  surprising, 
even  in  this  advanced  age,  how  many  persons  of  sabstance 
postpone  patting  into  proper  docamentary  form  the  expres- 
sion of  their  desires  cooceming  tlieir  possessions  until  the 
opportunity  so  to  do  is  taken  from  them  idtogether. 

Hiere  are  certain  advantages  secnred  1^  the  making  of  a 

will  which,  however,  it  is  no  part  of  my  purpose  to  enlarge 
upon  here.  The  making  of  a  will  may  leave  your  heirs,  as 
is  sometimes  the  case,  a  l^acy  of  litigation,  bnt  it  will  more 
proliabty  result  in  your  desires  for  the  disposal  of  your 
affairs  being  strictly  and  legally  carried  into  effect. 

Under  Ordinance  104  of  1833,  Section  3,  it  is  provided  that 
"  every  person  who  shall  at  the  death  of  the  maker  thereof 
"  have  in  possession  any  deed  being  or  purporting  to  be  the 
"last  will  or  codicil  ofany  other  person  .  .  .  shallforth- 
*<  with  deliver  snch  deed  to  the  Master  of  the  Supreme  Court, 
"  if  residing  in  Cape  Town  or  district,  or,  if  reading  else- 
"  where,  to  the  Resident  Magistrate  of  the  district  in  which 
"  he  resides."  In  addition  to  the  original  will  it  is  required 
that  a  copy  be  also  supplied  at  the  same  time,  such  ropy 
bung  authenticated  by  the  Resident  Magistrate  if  away  from 
Cape  Town  district,  and  kept  by  him  until  he  is  advised  the 
Master  has  received  the  original.  This  provision  has  resulted 
from  the  circomstaoces  existing  in  bygone  days^hen  the 
communication  between  the  outlying  cotmtry  districts  and 
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Cape  Towo  was  often  disturbed,  and  when  mails  as  often  as 
not  failed  to  reach  their  destination,  and  it  is  intended  to 
secure  that  either  the  original  will  or  a  daly-certified  copy 
thereof  is  always  available  and  in  a  safe  place.  It  is  farther 
incQmbent  upon  the  next-of-kin,  of  whatever  degree  of 
relationship,  who  may  be  in  the  house  or  neighbcurhood  at 
the  time  of  death — or  upon  the  householder  or  other  respon- 
sible  person— to  give  written  notice  of  the  death  to  the 
Master,  a  Resident  Magistrate,  or,  in  the  remoter  districts, 
to  the  field-cornet  of  the  ward  in  which  the  death  occurred. 
Very  rarely  nowadays  is  the  field-comet  troubled  in  this 
connection,  as  almost  invariably  the  death  notice  is  sent 
direct  to  the  nearest  magistracy. 

As  throughout  this  paper  I  shall  deal  only  with  the  method 
of  procedure  usual  in  this  town,  I  shall  omit  all  reference  to 
the  obligations  existing  in  regard  to  other  places  and 
districts. 

The  death  notice  is  made  out  on  a  set  form  specially 
provided,  and  must  be  rendered  in  duplicate  with  an 
inventory  duly  stamped  and  also  in  duplicate  of  the  effects 
of  the  deceased,  and,  if  possible,  a  statement  or  appraisement 
of  their  value.  The  death  notice  must  be  filed  within  six 
days  after  the  death,  or  the  person  responsible— that  is,  the 
next-of-kin  or  householder  already  referred  to— becomes 
liable  to  a  fine  of  £$  under  Sectitm  5,  Act  27  of  1895.  In 
the  case,  however,  where  the  deceased  was  cme  of  two 
spouses  married  in  community  of  property,  the  period 
within  which  the  death  notice  must  be  filed  is  lengthened  to 
six  weeks,  though  I  may  state  the  regulation  concerning 
the  period  and  the  fine  mentioned  above  is  more  honoured 
in  the  breach  than  in  the  observance,  for  it  not  infrequently 
happens  that,  from  a  variety  of  causes,  death  notices  are 
filed  months  and  sooetimes  yean  after  the  death  has  taken 
place. 

The  death  notice,  duly  signed  by  the  person  x^KMrttng  the 
death,  should  state : — 

(i)  Deceased's  name  in  full. 

(2}  Place  of  Inrth. 

(3)  Names  of  parents. 

(4)  Age. 

(5)  Business  or  profossion. 

(6)  Whether  ^ngle,  married,  widow,  or  widower. 

(7)  Date  of  demise. 

(8)  Name  of  surviving  spouse  (if  any). 

(9)  Date  oi  death  of  pre-deceased  spouse  (if  any). 

(10)  Where  death  occurred. 

(11)  Names  of  children,  whether  majors  or  minors. 

(12)  Whether  any  property  left. 
{13)  Whether  left  a  will. 


If  there  is  a  will  in  the  possession  of  the  person  filing 
notice  of  death  it  is  usual  to  attach  same,  with  a  fair  copy, 
to  the  death  notice  and  inventory,  covering  the  whole  with  a 
letter  addressed  to  the  Master,  with  blank  letters  of  admui- 
istration  of  the  required  value,  asking  for  the  appointment 
of  the  person  or  persons  named  in  the  testament  as  executors 
testamentary.  Such  executor  or  executors  must  at  the  same 
time  state  in  writing  their  readiness  to  undertake  the  trust 
and  to  discharge  the  duties  devolving  upon  them.  If  there 
is  no  will  a  tetter  from  the  next-of-kin,  or  other  relative,  or 
even  from  a  creditor  of  deceased's  estate,  is  attached  to  the 
documents  mentioned  above  praying  the  Master  to  call  a 
meeting  before  the  Reudent  Magistrate  at  an  early  date  with 
the  view  to  the  appointing  of  an  executor  dative.  The  only 
difference,  therefore,  in  the  manner  of  the  appointment  of 
an  executor  to  administer  the  estate  of  a  deceased  person  is 
that,  in  the  first  instance,  he  or  she  is  nominated  to  such 
office  in  the  will ;  and,  in  the  second  instance,  by  the  next- 
of-kin  at  a  meeting  held  for  that  purpose :  the  confirming  of 
the  appointment  in  both  cases  b^ng  in  the  hands  of  the 
Master  of  the  Supreme  Court.  An  executor  dative  must 
also  convey  to  the  Master,  in  writing,  his  wilUagiwss  to  act 
before  he  can  be  regularly  and  formally  ^pointed. 

Inventories* 

Subject  to  a  solitary  exception,  whenever  any  pemm  dies 
an  inventory  rnxst  be  Uken  of  all  goods  and  effects,  of 
whatsoever  kind,  belonging  to  the  deceased.  The  exception 
is  in  the  case  where  the  surviving  spouse  has  been  lawfully 
appointed  sole  heir  and  sole  executor  of  the  estate  and  wiQ 
of  the  deceased.  Even  in  this  case  it  is  best  to  follow  the 
general  custom,  for  it  sometimes  happens  that  the  registrar 
of  deeds  wilt  decline  to  complete  a  transfer  of  landed 
property  sold  by  such  sole  heir  and  executor  until  an 
inventory  of  the  assets  has  been  made  or  an  icconnt  filed. 

In  every  case  the  inventory  must  be  made  and  tigned  in 

the  presence  of  two  witnesses  who  must  be  qualified  to 
serve  on  juries,  and  of  such  heirs  and  legatees  as  may  attend. 

It  is  at  all  times  lawful  for  the  Supreme  Court  and  Circuit 
Courts,  or  for  any  Judge  of  the  Supreme  Court,  on  due 
cause  being  shown,  to  order  that  an  inventory  b«  taken  by 
any  person  or  persons  named,  or  to  appoint  a  curator  to  take 
charge  and  custody  of  any  joint  estate.  Further,  should  a 
surviving  spouse  wilfully  neglect  to  cause  an  inventory  of 
the  joint  estate  to  be  made  within  the  specified  period  of  sx 
weeks,  or  should  he  or  she  knowingly  omit  to  render  a 
complete  inventory,  he  or  she  is  liable  to  forfisit  all  right  to 
and  share  in  anything  which  may  thereafler  accrue  to  the 
joint  estate. 

The  appointment  of  a  curator  would  {uobably^  okade  by 
the  Master  in  the  case  where  an  owner  of  property  died 
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leaving  no  known  heirs  io  this  coaotry,  or  when  the  execntor 
named  in  the  will  of  the  deceased  is  not,  at  the  time  of 
death,  resident  in  this  colony. 

If  any  perstm  on  whom  the  duty  of  making  an  im-entory 
devolves  shouH  make  a  false  one  for  fraudulent  purposes, 
such  oETender  on  conviction  is  liable  to  imprisonment  with 
or  without  hard  labour  for  a  period  of  two  years,  or  to  be 
subjected  to  a  fine,  or  to  both,  as  the  Court  shall  decide. 
Where,  however,  a  wrong  inventory  has  been  made  in  error, 
the  result  of  an  insufficient  knowledge  of  the  affairs  of  the 
deceased,  the  Master  will  merely  require  a  corrected 
statement. 

Every  original  inventory  most  have  affixed  to  it  revenue 
stamps  representing  in  value  the  office  fee  payable  thereon 
to  the  Master.  Where  no  valuation  of  the  assets  is  given 
on  the  inventory  the  stamp  duty  is  three  shillings  for  one 
folio  not  exceeding  one  hundred  words,  and  on  every 
succeeding  folio  of  one  hundred  words  two  shillings. 
Where  a  valuation  is  given,  if  each  valuation  does  not  exceed 
£^o,  a  shilling  stamp  must  be  affixed  ;  over  ^^40  and  under 
£100,  a  three-shilling  stamp  will  suffice,  and  for  every 
additional  j^ioo,  or  part  thereof,  another  shilling.  The 
Master  always  has  the  right  to  demand  a  valuation,  by  a 
sworn  appraiser,  of  the  property  detailed  in  the  inventory, 
when  no  valuation  is  given  by  the  person  filing  same. 

Where  possible,  an  appraisement  should  always  be  gives, 
as  the  Master  requires  this  to  enable  him  to  fix  the  amount 
of  security  to  be  fnmifhed  by  the  executor  dative  before 
granting  him  letters  of  administration.  It  also  enables  the 
Master  to  check  the  values  of  properties  realised  by  public 
or  private  sale,  or  transferred  in  any  other  way  to  heirs  or 
Others.  Letters  of  administration  are  required  of  the  value 
of  ten  shillings  where  the  estate  is  £40  or  under,  and  where 
it  exceeds  this  figure  a  twenty-shilling  form  is  necessary. 
These  are  obtainable  at  their  face  value  at  the  office  of  the 
Civil  Commissioner. 

In  the  case  of  an  intestate  estate,  where  a  meeting  of  the 
next-of-kin  has  been  held  and  an  executor  dative 
appointed,  such  executor  is  required  to  furnish  the  Master 
with  a  surety  bond  for  an  amount,  in  round  figures, 
equivalent  to  the  value  of  the  estate  he  has  to  administer. 
Such  bond  must  beat  a  revenue  stamp  of  the  value  of 
seven  shillings,  and  must  be  signed  by  the  execntor  nomt- 
nated  and  two  persons  of  standing,  who  shall  be  certified 
as  satisfactory  sureties  by  the  resident  magistrate.  Usually 
the  surety  bond  is  sent  down  by  the  executor  named, 
tt^iefher  with  the  blank  letters  of  administration  and 
written  notice  of  the  acceptance  of  the  trust. 

Where  an  inventory  has  been  filed  and  accepted,  and 
no  values  stated,  it  is  an  executor's  first  business  to  obtain 
an  appraisement  of  the  assets  in  the  estate  and  to  furnish 
the  corresponding  anre^  bond.  Until  this  is  done  the 
Master  will  not  confirm  his  appointment.   It  sometimes 


happens  that  additional  inventories  have  to  be  filed ;  for 
instance,  in  cases  where  further  property  is  discovered,  or 
other  assets  come  into  the  estate  of  the  deceased^  and  it  is 
incumbent  upon  the  executor  to  furnish  further  surety 
bonds  to  the  extent  of  the  value  of  such  additional  asset 
or  assets. 

Letters  of  administration  are  not  granted  to  executors 
residing  outside  the  colony,  and  should  an  executor  testa- 
mentary, whose  residence  is  in  England,  for  instance, 
come  to  this  colony  for  the  sole  purpose  of  administering 
the  estate  of  a  deceased  person,  the  Master  may  require 
him  to  give  security  before  granting  letters  of 
administration. 

An  executor  testamentary  may  decline  this  office,  to 
which  he  is  nominated  under  the  will  of  th«  deceased,  in 
which  event  an  executor  dative  is  appointed  in  the  usual 
way.  .^ain,  axi  executor  testamentary  may,  in  the  «er- 
cise  of  the  power  committed  to  him  for  that  purpose, 
assume  any  other  person  with  him  in  the  office.  Such 
assumed  executor  is,  under  Section  34  of  the  Ordinance, 
regarded  as  in  the  same  position  as  an  executor  dative. 
This  business  of  assumption  is  probable  in  the  case  whwe 
the  executor  appointed  under  the  will  is  a  woman,  or  is 
elderly,  and  where  the  task  of  liquidating  and  distributing 
the  estate  involves  technicalities  or  delays.  Usually,  how- 
ever such  executor  appoints  an  agent  who  is  a  practical 
person,  and  who  undertakes  the  responsibility,  without 
liability,  for  a  consideration. 

Letters  of  administration  to  executors  testamentary  may 
at  any  time  be  revoked  or  annulled  by  the  decree  of  the 
Supreme  or  any  Circuit  Court;  and  similarly  letters  of 
administration  granted  to  executors  dative  may  be  revoked 
or  aonulled  by  the  Master  of  the  Supreme  Court,  on  pro- 
duction of  any  valid  deed  showing  that  oth^  are  legally 
capable  and  qualified  and  practically  entitled  to  the 
appointments. 

The  Master  exercises  no  supervision  over  the  estates  of 
deceased  natives  married  according  to  native  rites.  These 
are  administered  according  to  native  custom,  and  usually 
without  difficulty  or  delay.  Where  a  native  has  been  first 
married  by  a  heathen  rite  and  afterwards  contracts  a  legal 
marriage,  the  children  of  the  second  marrii^e  alone 
inherit. 

I  recently  had  a  case  where  a  native  residing  at  Eorsten, 
a  registered  voter  and  property  owner,  died  intestate.  The 
surviving  spouse  and  her  children  claimed  inheritance, 
and  asked  for  the  administering  of  the  estate  in  the  manner 
herein  described.  A  son  of  the  deceased  by  a  first  and 
heathen  wife  asserted  himself  as  the  heir,  and  claimed  that 
the  estate  should  be  administered  under  native  law. 
SevMal  meetings  had  to  be  held  before  the  Resident  Magis- 
trate,  the  marriage  certig^^^g^f(^t]Q,0Nef«l@ouse 
obtained,  the  voter's  ticket  of  the  deceased  piQuced, 
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the  voters'  roll  wHh  his  name  thereon,  and  sandry 
affidavits  made  and  sworn  to  before  matters  were  in 
sufficient  order  to  permit  of  the  Master  granting  letters 
of  administration. 

I  mentioned  earlier  in  this  paper  that  any  creditor  in  the 
estate  of  a  deceased  person  is  at  liberty  to  appLy  to  the 
Master  for  the  appointment  of  an  executor.  You  can  see 
the  necessity  for  this,  as  until  a  responsible  person  is  in 
charge  of  the  deceased's  aSairs,  and  one  in  whom  the  estate 
is  vested,  the  creditor  has  little  chance  of  having  his  claim 
settled.  There  may  be  a  full  banking  account — not  a  very 
usual  occurrence,  I  must  admit — and  the  creditor  ui^entty 
in  need  of  money — a  much  cooamoner  state  of  affairs — ^but 
the  account  cannot  be  operated  upon,  or  the  creditor  paid, 
until  the  usual  course  of  appointing  an  executor  is  gone 
tiirough. 

A  &ct  I  have  omitted  to  state  is  that  the  estate  of  a 
deceased  person  can  be  made  insolvent  in  the  usual  way 
when  it  appears  that  the  assets  will  not  suffice  to  disdiarge 
the  liabilities. 

Now,  presuming  jrou  are  interested  in,  say,  the  intestate 
estate  of  John  Henry  Blank,  a  farmer  in  the  district  of 
UUenhage,  and  that  all  the  preliminaries  have  been  com- 
plied with  to  the  satisfaction  of  those  concerned.  The 
death  notice  and  the  inventory,  both  in  duplicate,  have  been 
filed.  A  meeting  of  next-of-kin  has  been  held,  and  yon 
have  been  nominated  executor  dative.  You  have  paid  the 
necessary  fees,  purchased  the  form  of  appointment,  obtained 
the  surety  bond  properly  filled  in,  forwarded  the  whole  to 
the  Master  with  your  written  acceptance  of  the  trust,  and, 
finally,  obtained  your  appointment.  At  once  the  estate 
becomes  vested  in  you,  and  you  proceed  to  advertise  the  fact 
in  the  Government  Camtie,  calling  upon  the  creditors  to 
present  their  claims  and  the  debtors  to  pay  all  amounts 
owing.  You  are  compelled  to  allow  not  less  than  six  weeks 
for  this  purpose,  and  not  more  than  four  calendar  months, 
whichever  in  the  particular  case  you  may  deem  proper. 
Usually  the  period  is  fixed  at  six  weeks. 

During  this  period  the  execution  of  a  judgment  previously 
obtained  against  the  deceased  is  stayed,  and  even  after  the 
expiration  of  the  six  weeks,  and  within  six  mouths  from  the 
date  of  your  appointment,  execution  on  a  judgment  can  only 
be  obtained  on  an  order  from  the  Supreme  Court  or  some 
Judge  thereof. 

After  the  expiration  of  the  period  notified  in  the  Gaattte 
you  proceed  to  realise  the  assets,  and  to  rank,  according  to 
their  legal  order  of  preference,  all  the  claims  lodged  with 
you.  Any  claims  not  lodged  within  this  time,  or  prior  to 
your  paying  out  the  creditors  and  heirs,  even  though  such 
in  the  ordinary  way  would  have  ranked  as  prefiarent,  cannot 
be  taken  cognisance  of,  and  no  responsibility  attaches  to  you 
in  regard  to  same. 

Should  there  be  filed  with  you  ia  claim  of  a  doubtful 


nature,  one  of  the  validity  of  which  you  are  uncertain,  you 
are  at  liberty,  under  Section  g  of  Act  27  of  1895,  to  call  upon 
snob  creditor  to  fumisb  yon  with  a  solemn  declaration  snb- 

stantiating  his  claim.  Failing  this  you  need  not  recc^nise 
the  claim,  and  should  the  creditor  concerned  take  the  matter 
into  Court  and  obtain  judgment  against  you,  the  fact  tbat 
he  refused  you  the  declaration  asked  for  will  probably 
result  in  his  having,  by  order  of  the  Court,  to  pay  his  own 
costs. 

The  Administration  charges,  Funeral  expenses,  Master's 
fees,  and  Executor's  commission  are  preferent  charges  on 
the  assets  of  the  estate.  After  these  rank  Mortgages,  Rents, 
Bills,  and  Open  Accounts. 

The  residue  of  the  estate  is  divided  amongst  the  next-of- 
kin  ;  the  surviving  spouse  receives  one-half,  the  remaining 
one-balf  ^ing  divided  in  equal  portions  among  the  children, 
whether  majors  or  minors. 

The  children  of  a  lineal  descendant,  already  deceased, 
take  the  share  of  tbat  heir.  If  there  are  no  lineal  descen- 
dants then  the  parents  of  the  deceased,  if  both  alive,  take 
the  estate  in  equal  shares. 

If  one  parent  is  deceased  and  there  are  no  children,  the 
surviving  parent  takes  half  the  estate,  and  the  other  half 
goes  to  brothers  and  sisters  in  equal  shares. 

If  there  are  no  children,  and  no  brothers  or  Nsters,  the 
surviving  parent  takes  the  whole  estate. 

If  there  are  no  children  and  no  parents,  the  brothers  and 
sbters  Inherit  in  equal  shares. 

In  this  country  it  is  a  saying  among  the  legal  fraternity 
that  "  a  woman  cannot  make  a  bastard  "  hence  ill^timate 
children  succeed  th^r  mother  equally  with  those  who  are 
born  in  wedlock,  and,  on  the  other  hand,  mothers  succeed 
their  illegitimate  offspring. 

Succession  Duty  is  payable  to  the  Government  on  the  net 
value  of  every  succesaon  according  to  the  following  rates 

The  snrvi^g  spouse  pays  nothing. 

Children  and  grandchildren,  and  parents  and  grand- 
parents of  the  deceased  pay  i  per  cent. 

Brothers  and  sisters  2  per  cent. 

Nephews  and  neices,  and  their  lineal  descendants  3 
percent. 

All  other  successors  5  per  cent. 

Exemption  from  succession  duty  may  be  claimed  in  certain 
cases,  as,  for  instance,  where  the  total  amonnt  of  the 
inheritance  received  by  any  person  does  not  amount  to  100. 

A  son  or  daughter  does  not  pay  duty  on  any  sum  under 

£100. 

No  other  successor  is  liable  to  pay  duty  on  a  succession  of 
less  value  than  £20. 

This  duty  is  deducted  from  the  heirs'  portions  and  paid 
to  the  Master  through  the  Civil  Commissioner.  The  claims 
of  unrepresented  minors,  absent  heirs,  and  of  lunatics,  are 
also  remitted  to  the  Master  through  the  Civil  C^missioner 
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Wtfain  six  moDths  you  are  required  to  file  witti  the 
Master,  through  a  Cape  Town  attorney,  a  full  and  true 
Liquidation  and  Administration  Account,  in  duplicate,  with 
all  vouchers,  &c.,  otherwise  you  are  liable  to  forfeit  your 
cominiasion.  If  you  fail  to  do  this  within  six  months  and 
before  twelve  months  have  expired,  any  heir  or  other  person 
interested  may  summon  you  before  the  Supreme  Court.  At 
the  expiration  of  twelve  months  from  tbe  date  of  your 
appointment  the  Master  himself  may  move  in  thisdirectkm, 
and  any  costs  Incnrrad  by  him  in  bringing  an  executor  to  the 
point  of  rendering  an  account,  are  payable  by  the  said 
executor. 

As  a  practical  illustration  of  the  form  adopted  in  Executor- 
ship Accounts,  I  have  placed  before  you  a  Liquidation  and 
Distribution  Account,  which  I  will  now  go  throngh  with 
you  very  briefly. 

Let  us  begin  with  the  "Assets"  or  "  Credit "  side  of  the 
account. 

Here  you  have  first  an  amonot  of  /280  13s.  id.  This 
represents  the  actual  sum  to  the  credit  of  the  deceased  in 
the  bank  at  the  date  of  his  death.  Yon  are  required  to 
furnish  the  Master  with  a  certificate  from  the  manager  of 
the  bank  authenticating  this  amount. 

Then  you  have  Movables  ^jio.  This  figure  is  given  on 
an  a[^>rai8ement  made  by  a  sworn  ap[»aiBer.  On  the 
inventory  these  may  have  been  shown  as  of  a  value  of  £650, 
but  inasmuch  as  all  the  items  ^ree,  and  there  was  quite 
evidently  no  fraudulent  purpose  in  stating  the  lesser  figure, 
no  difficulty  will  be  raised  in  connection  herewith. 

Sworn  appraisements  are  also  necessary  for  the  landed 
property  unsold.  This  may  have  appeared  on  the  inventory 
as  worth,  in  round  figures,  ;^io,ooo,  but  the  Master  takes 
the  sworn  appraisement,  though  in  so  doing  he  loses  some- 
what in  succession  duty. 

Mortgages. — No  proof  of  the  existence  of  these  need  be 
given,  as  tbe  Master  usually  acc^ts  the  existence  of  these 
without  question.  Farther,  he  can  always  refer  to  the 
Deeds  0£Bce  and  verity  same.  Suppose,  however,  that 
Camson's  bond  is  actually  for  /200,  and  that  he  has,  under 
the  terms  of  tbe  bond,  paid  off  /50,  it  is  as  well  that  this 
should  be  stated.  Should  there  be  any  interest  due  unpaid 
on  these  mortgages  at  time  of  decease,  the  exact  amount 
should  be  collected  and  credited  here. 

Tbe  only  asset  actually  realised  in  this  estate  is  a  property 
sold  for  £^,000.  The  heirs  agreed  to  the  sale  of  this  so  as 
to  provide  the  minor's  portion,  and  to  secure  some  ready 
cash  to  increase  the  stock,  and  generally  to  improve  the 
{arm.  If  sold  by  public  auction,  the  conditions  of  sale  must 
be  fumisbed :  if  sold  by  private  treafy,  a  copy  of  the  agree- 
ment of  porchaae  must  be  filed. 

The  shares,  though  actually  cmting,  so  far,  ^iso,  are 
declared  by  a  broker,  whose  valuation  the  Master  requires. 


to  be  only  of  the  market  value  of  ;^ioo,  and  at  this  figure 
they  are  shown. 

This  completes  the  assets,  the  total  value  of  which  are 
/i4,890  133.  id. 

Now  take  the  other  side : — 

(i)  Stamps  on  Inventory,  £7  los.— This  is  at  the  rate  of 
38.  for  the  first  £100,  and  is.  for  every  succeeding 
£100  or  part  thereof.  Revenue  stamps  of  this  value 
are  attached  to  tbe  original  inventory.  Though  the 
value  on  the  inventory  filed  and  the  value  on  the 
account  may  differ,  you  neither  pay  oat  nor  receive  a 
refund,  should  the  ooe  be  less  or  more  than  tbe  other. 

(z)  Stamps  Surety  Bond,  7s.— This  is  a  fixed  charge. 

(3)  Letters  of  Administration,  £1, — The  estate  being  over 
£^0  in  value,  this  charge  is  as  given. 

(4)  This  may  be  the  attorney's  charge  for  doing  the 
necessary  work  in  this  connection, 

(5)  This  is  the  cost  of  publishing  the  notice  to  creditors 
and  debtors  previously  referred  to  herein. 

(6)  and  {7}  are  charges  for  the  ^>prai8ement8  shown  on 
the  other  ude  of  the  accoont. 

(All  the  foregoing  are  first  chai^^  on  the  estate.) 

(8)  Bond  and  Interest.— The  Master  will  reqmre  a  certi- 
ficate from  the  holder  of  the  bond  setting  forth  the 
date,  the  amount,  and  the  property  specially  hypothe- 
cated. He  will  also  require  the  bond-holder's  receipt 
for  interest,  £60  los.  This  was  the  actual  amount 
due  at  date  of  death,  but  it  may  not  have  been  paid 
till  later,  and  then  included  in  a  larger  payment  In 
this  case  tbe  certificate  will  state  accordingly. 

(9)  Sundry  Creditors. — The  first  of  these  is  preferent,  the 
second  not. 

(10)  Executor's  Commlsuon.— This  is  made  up  thus : — 
5  per  cent,  on  Cash  found 

in  the  Bank      . .      . .  £280  13  i 
5  per  cent,  on  Movables  . .    780   o  o 

 ;fli060  13  I 

2^  per  cent  on  first  /i.ooo  of  Immovables. 
1}  per  cent,  on  the  balance  of  the  asaete. 

(ii)  Master's  Fees. — is.  in  the  £  on  tbe  total  of  the 
executor's  commission,  and  for  filing  the  account  3s. 

(la)  Cape  Town  attorney's  fee  of  j^i  is  allowed  for  present- 
ing the  acooont.  Should  you  make  this  £1  is.  the 
probaUlities  are  the  account  will  be  returned  Ujr 
alteration  to  £1. 

(13}  The  Distribution  Account  follows  and  is  self-explana- 
tory. The  surviving  spouse  takes  half  and  pays  no 
succesuon  duty.  The  lineal  descendants  divide  the 
other  half,  and  pay  i  per  cent,  succession  duty. 

A  special  form  of  Succession  Duty  Account  is  provided, 
and  the  amount  is  paid  to  the  Civil  Comniis^oner,  who  is 
instructed  by  the  Master  to  Tff^^f^m^k^  O O Q IC 

The  minor's  portion  is  also  paid  in  the  same  wajir^ 


798 


THE    ACCOUNTANT        December  29,  1906. 


To  yoar  account  you  attach  all  receipts  possible;  also  tbe 
acquittances  of  the  heirs  with  their  approval  of  the  account.  ' 

Yon  render  the  account  within  six  months.  In  dne  coarse  j 
same  is  accepted  and  filed,  and  yon  are  relieved  of  your  ' 
responsibilities.  j 

In  this  case  the  portioni  of  the  mother  and  the  two  major  i 


hurs  are  not  actually  realised  and  paid  out.  The  three 
enter  into  a  deed  of  partnership,  thereby  obviating  the 
breaking  up  of  the  estate,  and  the  landed  property  is  accord' 
ingly  transferred  into  the  names  of  the  three,  or,  it  may  be, 
only  into  tbe  name  of  tbe  surviving  ^use,  who  gives  bonds 
to  the  two  majors  to  the  value  of  their  respective  shares. 


AccoONT  of  tbe  Liquidation  and  Distribdtion  of  the  Intestate  Estatb  of  tbe  late  John  Henrv  Blank.  Danby, 
District  of  Uitenbage,  by  the  undersigned  Executor  Dative  duly  appointed  as  such  by  Letters  of  Administration 
dated  the  and  June  1906. 


To  Stamps  on  InvmilorT  

■  Da,      Secant y  Bond  

■  Letters  of  Administration  

a  John  Smith  ft  Co.—Drawintt  Death  Notice 

and  Inventory  in  Duplicate 

■  Government  Gaattt» — Advertising , . 

•  R.  Robinson — Appralsanent  Movables  . . 

■  P.  ScbulU—Appralsement  Immovables  , . 


7  10 

o  7 


I  II 
o  13 
<t  a 
a  9 


Board  ot  Executors— 

Bcmd  1,300 

Interest    60 10 


Paid  Sundrj'  Crpdito 

L.  R.  Bcmd— Funeral  Expenses 
J.  Jackson— Goods  


Executor's  Commisuon — 
S%  on  £i,d6o  13s.  id. 
3i%  on  f  1,000       . , 
ig%  on  £13,830 


Hasler's  Fees- 
is.  In  £  on  £970  gs.  7d. 
For  Fmng  tnit  Aceoimt 


Capetown  Attorney  presenting  this  Ac- 
count   

Thus  leaving  a  balance  of  £13.290,  one- 
half  of  which  is  awarded  to  I'he  surviv- 
ing spoose,  AmeliaBlank  (bom  Wilson), 
by  virtue  of  the  community  of  property 
existing  between  her  and  deceased 

And  the  other  half,  which  is  divided 
equally  among  children  of  deceased,  as 
follows : — 
Charles  Blank  (Son.  major)  fa, 315  o  o 
Ltsi  Succession  Duty  . .       33  j  o 


Mary  Vamon  (bom  Blank} 
(Daughter,  maior)    . . 
Lta  Succession  Duty  . . 


a,3i3  o  o 
33  3  o 


Janet    Blank  (Daughter, 

minor]  2,315  °  o 

Lets  Succession  Duty  . .       33  3  o 


SuGcesuon  Duty  paid  to  Master 


41  10 
18  5 


53  o 

33  O 

19a  g 


s  d 


13  "  o 
030 


6,645  o  o 


2,iga  17  o 


2,is3  17  0 


3,193  17  o 
66  9  o 


IS  4  6 


1,260  10  o 


39  15  o 


270  9  7 


'3  14 
I  0 


£14,890  13  I 


By  Cash  lound  in  the  Standard  Bank 

■  Movables,  as  per  Sworn  Appraisement- 

Household  Furniture   

Farm  Implements  and  Machinery 

2  Horses,  each  £15  

18  Donkeys,  each  £3   

10  Cattle,  each  £8  

Poultry,  Ac  

■  Immovable  Prc^erty,  as  Appraisement- 

Farm,  "  Danl^,"  with  Buildings 
House,  Cannon  Hill,  Uitenhagc 
One-thh^  Share  in  Farm,  Zwerveld  . . 

•  Morbjages— 

I.R.Janes  

M.  V.  Camson   

.  Sale  of  Property  in  Main  Street,  P.E.,  as 
per  Conditions  of  Sale  herewith 

■  300  Sharen  in  Sydenham  Land  Co.— 8s. 

per  share  imid  up— as  per  Valuation  . . 


13,390    O    O  ! 


£    s  .1 


250 
330 
30 
90 
So 


S.oco 

0 

0 

880 

0 

0 

500 

0 

0 

300 

0 

0 

150 

0 

0 

£  s  d 
380  tj  I 


780  o  " 

9.38a  o  0 

350  o  o 

4,000  o  0 


I  declare  tbe  fimgaing  to  be  a  true  and  correct  Liquidation  and  DiatrUration  Account,  and  thai  there  are  no  fnrtha  Assets  to  be  rBalised. 
Port  ElUebdh,  iff  Hoembtr  igo6.  Johk  Peters,  "Eitcuter  Dativt. 


We,  the  undersigned.  Major  Heirs  in  the  Estate  of  the  late  John  Henry  Blank,  have  examined  and  do  hereby  approve  the  ahove  Aocount. 

D,3,„|"dTy'G'0'bC?Ie 
^    Marv^Vavtox.  O 
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Salance  Sbeets* 


(From  The  Tims  Finaocial  and  Commercial  Sui^lemeot). 
To  the  average  investor  tile  Balance  Sheet  of  a  company 
in  which  ha  is  interested  generally  appears  to  be  a  miracle 
of  diabolical  ingenuity,  specially  designed  to  bewilder  the 
inquirer  and  to  obstruct  any  desire  that  he  may  entertain 
to  arrive  at  a  correct  conclnsion  concerning  Ibe  position  of 
property  nbach  it  ostensibly  patports  to  make  clear.  The 
first  stumbling-blcck  is  the  position  of  the  capital  among 
the  liabilities  on  the  debtor  side,  for,  as  the  puzzled 
observer  is  apt  to  ask,  "If  the  company  does  not  possess 
'its  own  capital,  what  does  it  possess?  And  if  the  capital 
"is  a  possesaioa,  it  is  obviously  an  asset,  and  Ought  to  be 
"on -the  other  side  of  the  account."  Astonishment  grows 
when  it  is  discovned  that  the  year's  profit  is  also  ranked 
among  the  liabilities,  for  here  again,  "  if  the  company  has 
'not  got  its  profit,  how  can  it  be  a  profit,  and  if  it  has 
'got  it  in  what  sense  is  it  a  Uability,  and  to  whom  can  it 
"possibly  be  owed?  "  On  the  assets'  side  there  are  equally 
puzzling  pkfalls  in  many  of  the  Balance  Sheets  issued, 
especially  by  oimpanies  that  are  at  a  youthful  stags  of 
development,  or  have  been  badly  financed  or  unsnccsss- 
fuUy  managed.  PreUmdnary  expenses  or  expenditiire  on 
advertising  are  items  which  it  is  difficult  to  construe  into 
a  realisable  possession,  and  astoniriiment  deepens  into 
incredulous  disgust  when  it  happens  that  the  assets  con- 
clude with  the  display  of  a  debit  balance  from  Profit  and 
Loss  Account.  At  this  point  our  inquiring  friend  is  apt 
to  explode  and  become  vituperatively  eloquent — for  "  how 
"on  earth  can  a  realised  loss  on  trading  by  any  tiick  of 
"casuistical  Jiujitsn  be  distorted  into  an  asset  of  the  com- 
"pany?  The  thing  is  wholly  preposterous.  At  that  rate 
'a  company  would  only  have  to  go  on  losing  a  few 
"millions  every  year  to  pile  up  assets  tliat  would  burst  the 
"vaults  of  the  Bank  of  England.  There  you  are;  you 
"cant  get  away  from  that;  ifs  an  unanswerable  reduetio 
'ad  abxurdum."  And  so  the  Balance  Sheet  falls  into  the 
maw  of  that  final  and  inexorable  auditor  tbe  waste-papei 
basket,  and  the  investor  decides  that  Balance  Sheets  are  a 
mere  sophistical  trick  of  the  trade,  on  a  par  with  the  dog 
Latin  in  which  a  doctor  veils  his  presciiptiona,  so  that  the 
patient  cannot  discover  what  be  is  swallowing,  or  the 
impossible  jaigon  with  which  legal  documents  obscnte  the 
complicated  tangle  in  which  they  are  involving  some 
single  question  of  a  maniage  settlement,  so  that  the  next 
generation  of  lawyers  may  grow  fat  on  its  nnravdiing. 

The  Point  of  View. 
These  questionings,  which  bewilder  tiie  uninstructsd 
critic  on  the  contemplation  of  a  Balance  Sheet,  are  based 
to  a  great  extent  oa  sound  common  sense.   As  we  shall 
see  later  there  is  much  to  be  said  for  the  contention  that 


assets  such  as  preliminajry  ^peases,  advertising,  and  loss 
on  trading  have  little  right  to  appear  as  sucb.  But  the 
misconc^tion  whach.  makes  it  difficult  for  the  investor  to 
see  why  a  company  should  be  debited  with  the  amount  of 
its  capital  and  profits  earned  arises  out  of  a  misunderstand- 
ing. It  is  all  a  matter  of  the  point  of  view.  The  share* 
holder  is  i^it  to  regard  a  Balance  Sbmti  from  the  point  ot 
view  of  the  shareholders;  he  considers  that  the  capital 
belongs  to  himself  and  his  fellow-shareholders,  and  is 
fberefore  puzzled  to  see  it  stated  as  a  liabildty.  But  tbe 
Balance  Sheet  is  really  an  exposition  drawn  up  from  the 
point  of  view  of  the  company ;  the  company  has  received 
the  capital  from  the  shateholders  and  owes  it  to  them — 
that  is  to  say,  has  to  account  to  them  for  it  at  any  tims, 
and  return  it  to  them,  if  it  can,  if  liquidation  is  decided 
on.  It  makes  the  ma.tter  clearer  if  we  express  it  by  say- 
ing that  a  Balance  Sheet  is  not  exactly  a  statement  of 
liabilities  and  assets,  but  of  sums  received  and  sums 
expended,  not  in  the  ordinary  course  of  trading,  but  on 
Ca^ntal  Account  in  its  widest  sense,  inoluding  the  perma- 
nent capital  of  the  company,  any  profits  permanently  set 
aside  to  reserve,  and  temporary  loans  made  in  the  course 
of  business,  with  entries  on  the  other  side  showing  the 
manner  on  which  these  sums  have  been  invested  perma- 
nently or  for  the  time  being.  Mr.  Francis  W.  Pixley, 
F.C.A.,  in  a  paper  recently  read  to  the  Glasgow  Chartered 
Accoununts  Students'  Society,  put  tbe  nMtter  as  follows : 

"  Balance  Sheets  of  commercial  concmos  are,  with  a  few 
'special  exceptioaa— such  as  those  of  banks,  insurance 
"companies,  discount  houses,  and  a  certain  number  of 
-'financial  inslitatioos  and  trading  concerns— not  state- 
'ments  which  show  iu  simple  form  the  actual  liabilitiea 
'and  actual  assets  of  the  ooncem.  The  expression 
" '  Balance  Sheet  *  has  a  technical  meaning  quite  apart 
"from  the  popular  notion  that  it  is  simply  a  statement  of 
"assets  and  liabilities,  although  tbey  are  very  frequently 
"identical. 

"This  mistaken  notion  is  probably  due  to  the  fact  that  it 
"  was  formerly  the  practice  to  place  the  words  *  liabilities ' 
"  and  '  assets '  at  the  top  of  each  Balance  Sheet  in  place 
"of  tbe  ordinary  abbreviations  for  the  words  '  debtor  *  and 
"'creditor,'  a  miachievous  practice,  which  even  at  the 
'present  time  has  not  altogether  ^sappeared." 

If  for  tbe  words  "debtor  "  and  "creditor  "  we  substitnte, 
as  suggested,  the  less  cryptic  symbols  sums  received  and 
sums  spent  and  in  hand,  we  shall  have  arrived  at  a  clesrer 
OMiception  of  the  meaning  of  a  Balance  Sheet,  and  many 
of  Hie  bewilderments  that  puzzle  the  investor  will  have 
vaniAed.  And  since^  if  the  company  is  carried  on  at  a 
profit,  it  will  follow  that  the  sums  spent  and  in  hand  will 
exceed  the  sums  received,  tbe  debtor  side  will  be  ^nral' 
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loss  than,  the  creditor,  and  the  gap  will  be  filled  by  the 
trading  profit,  or  balance  from  the  Profit  and  Loss 
Account,  awaiting  divmon  or  disposal. 

A  Ktservation. 

But  a  very  important  reservation  must  be  noted.  The 
sums  spent  must  not  only  have  been  spent  bat  be  capable 
of  realisation  if  the  Balance  Sheet  is  to  be  anything  more 
than  a  record  of  what  has  been  done  without  any  reference 
to  the  actual  solvency  of  the  company.  It  is  quite  possible 
for  a  company  to  show  year  by  year  a  statement  which 
would  lead  the  unwary  to  suppose  that  its  capital  was 
intact,  merely  because  it  Just  gave  the  simple  stoiy  of  sums 
received  aikd  sums  spent  and  in  hand,  treating  the  question 
of  the  realisabiluty  of  the  assets— lhat  is,  the  question 
whether  the  sums  spent  could  at  any  time  be  recovered  by 
resale  of  the  items  purchased — as  a  negligible  quantity.  An 
instructive  example  is  presented  by  the  last  Balance  Sheet 
issued  by  the  London  Gigantic  Wheel  Company,  Lim.  The 
capital  of  this  company  was  repres«ited  chaefly  by  the 
Great  Wheel,  which  stood  at  nearly  ;£30,ooo  on  the  credit 
side  of  the  Balance  Sheet.  An  investor  who  haA  looked  at 
this  document  with  a  view  to  a  purchase  of  shares,  without 
applying  the  realisation  test  to  the  assets,  m^^ht  have  been 
led  to  suppose  tiiat  the  shares  were  worth  something  like 
their  par  value.  There  was  the  capital  represented  by  the 
whed,  and  as  long  as  the  wheel  went  round,  who  was  to 
say  what  its  value  as  a  going  concern  really  was?  And 
then,  when  Uie  directors  found  it  difficult  to  renew  their 
lease  at  Earl's  Court  on  terms  which  they  consideied 
reasonable,  th«y  decided  that  the  wheel  should  go  to  the 
scrap4ieap,  and  sold  it  at  what  they  state  in  their  report 
to  be  a  "fair  price."  And  the  fair  price  for  an  item  which 
had  figured  in  the  last  Balance  Sheet  at  ;f 39,363  6s.  ltd. 
was  j^3oo. 

'As  a  Goimg  Concern." 

"Whoso  is  wise  will  ponder  these  things,"  as  the 
Psalmist  bath  it,  for  the  history  of  the  value  of  the  Gre^t 
Wheel  is  an  instructive  example  of  what  would  happen  in 
maay  Balance  Sheets  if  the  wheels  suddenly  ceased  to  go 
round.  It  is  an  extreme  «ample,  of  course,  because  the 
Great  Wheel  was  the  only  trading  asset  of  the  company, 
which  from  the  nature  of  the  case  was  bound  to  have  all 
its  eggs  in  one  basket ;  but  othwwise  it  was  quite  common- 
place, and  only  shows  how  great  a  difference  a  mere  acci- 
dent of  position  may  make  to  the  value  of  a  tiung.  It  is 
true  that  the  wheel  was  rather  vieux  Jeu,  and  bad  lost  the 
attraction  of  novelty  as  an  entertainment;  but  an  enter- 
prising impresario  might  yet  have  done  much  to  revive 
its  popularity  by  aeroplane  races  at  the  top,  or,  still  better, 
by  subsidising  somebody  to  commit  suicide  from  the  sommit. 
The  stmctare,  for  its  purpose,  was  as  good  as  new, 
and  no  doubt  the  directors  thought  themselves  justified 


in  leaving  it  in  the  Balance  Sheet  at  ^30,000,  until  the 
"abhorr^  shears  "  of  f»:t  snipped  off  the  last  two  noughts. 
And  it  would  appear  that  they  have  high  accouoting  autho- 
rity on  *heir  aide.  Mr.  Pixley,  in  the  paper  referred  to 
above,  delivered  himself  of  the  following  comfortable 
doctrine :  — 

"It  must  not,  however,  be  supposed  that  I  am  su^esting 
"that  a  financial  expert  shouJd  as  a  rule  criticise  a 
"  Balance  Sheet  from  the  point  of  view  of  wtat  the  assets 
'  are  likely  to  realise  should  tfie  concern  be  wound  up ;  as 
"I  have  already  stated,  the  method  of  crittcisai  of  a 
■•Balance  Sheet  by  any  one  must  depend  entirely  upon 
"w4iat  use  is  going  to  be  made  of  such  criticism  when 
"completed.  All  that  I  am  suggesting  here  is  that,  in  the 
"consideration  of  the  nature  of  assets  of  the  description 
"  such  as  are  now  undin:  review,  it  must  be  borne  in  mind 
"that  there  is  a  great  difference  from  the  point  of  view  of 
"  value  to  be  attached  to  the  assets  of  what  is  known  as  a 
" '  going  concern '  to  those  of  a  similar  concmi  about  to 
"be  broken  up.  In  the  former  case,  of  course,  the  sale 
"price,  or  the  breaking-up  pace,  must  not  be  taken  into 
■*  consideration,  for  if  looked  at  from  that  point  of  view  the 
"Balance  Sheet  of  scarcely  any  prosperous  concern  in 
"  Great  Britain  would  show  it  to  be  solvent." 

Tkt  Scraf-Heap  Price. 

The  last  sentence  quoted  from  Mr.  Pixley  is  a  little 
startling,  and  with  all  deference  to  his  knowledge  and 
experience  we  cannot  help  linking  that  it  overstates  the 
case  a  little.  It  cntainly  cannot  be  applied  to  banks, 
insurance  companies,  and  similar  concerns,  whose  assets 
ought  to  consist  of  securities,  mortgages,  loans,  &c.,  the 
value  of  which  has  nothing  to  do  with  the  prosecution  of 
Uie  business  tha.t  holds  them.  And  in  so  far  as  it  is  true  of 
the  fixed  ^axAt  stock  in  trade,  Ac.,  of  manufacturing  and 
trading  concerns,  it  goes  far  to  constitute  the  essential 
difference  which  makes  their  securities  to  some  extent 
speculative.  Tha£  difference  is  a  matter  which  every  board 
which  desires  that  its  company  should  be  well  financed  in 
addition  to  being  well  managed  ought  to  endeavour  to 
abolish ;  ahd  this  they  can  only  do  by  writing  down  any 
doubtful  assets  to  a  figure  that  they  would  realise  if  thrown 
on  the  scrap-heap  in^ead  of  leaving  them  oa  the  "goii^ 
concern  "  valuation.  Snch  a  ^stem  would  necessarily 
exclude  such  items  as  sums  spent  on  advertising  among 
assets,  for  they  could  by  no  most  elastic  stretch  of  imagina- 
tion  be  conceived  of  as  realisable.  Mr.  Pixley  is  again 
against  us,  for  he  speaks  of  "items  whoch  are  absolutely 
not  realisable  under  any  circumstances  wtiatever,  but  so 
"long  as  the  commercial  concern  carries  on  business  it 
'  may  be  quite  proper  to  include  such  items  on  the  oedittn* 
"side  of  the  Balance  Sheet."  Tbis,  no  doubt,  is  good 
accounting,  but  we  submit  that  the  iadiuicHi  of  items 
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anraalisable  ander  any  circumstances  v^tever  anumg  a 

company's  assets  is  hardly  good  finance.  Investors  will, 
ther^ore,  be  well  advised  in  studying  Balance  Sheets  to 
give  special  attention  to  those  items  which  depend  for  tbeir 
value  on  the  difference  between  the  "going  concwn " 
valuation  and  the  scrap-heap  price.  Stock  in  trade,  plant, 
and  machinery  are  items  that  should  be  carefully  watched, 
and  if  a  comparison  of  Balance  Sheets  for  a  number  of 
years  shows  that  they  tend  to  swell  more  rapidly  than  the 
rate  of  net  profit,  it  will  be  well  to  remember  that  terrible 
example  of  the  Greal  Wheel. 

A  New  View  of  Goodwill. 
Goodwill  is  a  matter  tha.t  has  been  dealt  with  frequently 
in  these  columns,  and  we  need  now  only  point  out  that  its 
acrap^eap  price  is  nil.  But  we  cannot  refrain  from  quoting 

a  remarkable  passage  from  Mr.  Pixley  on  this  point. 

"  Now,  in  nearly  every  case  the  price  paid  by  a  company 
"for  the  goodwill  of  a  commercial  concern  is  very  much 
"  higher  than  is  usually  paid  to  the  vendors  when  the  busi- 
^  aess  is  sold  to  private  persons.  This  is,  of  course,  only 
"  natural,  as  in  the  case  of  a  sale  to  private  persons  the 
"puxcbasers.  as  a  rule,  intend  in  tiie  ftMure  to  devote  the 
"whole  of  their  time  and  mergies  to  the  business,  and 
■  consequently  expect  to  not  merely  receive  a  dividend  or 
"interest  on  the  investment  of  their  capital,  which  share- 
"holders  in  a  company  have  only  the  right  to  expect. 
"  Partners  in  a  private  concern  expect,  in  addition,  prefer 
"remuneration  for  the  time  and  ability  they  devote  to  the 
"  management  of  the  concern  in  winch  they  embark  their 
"capital." 

Surely  fhis  is  a  most  remarkable  contention,  that  a  higher 

price  for  goodwill  should  be  paid  by  companies,  because 
shareholders  have  only  a  right  to  dividends  or  interest ; 
partners  in  private  firms,  it  is  true,  give  time  and  energy  to 
the  basin  ess,  but  joint-stock  businesses  do  not  conduct 
themselves,  and  the  fees  of  directors  and  managers  have 
to  be  provided  before  dividends  are  available.  But  the 
frank  admission  by  an  eminent  accountant  that  there  are 
two  prices  for  a  goodwill,  one  for  a  company  and  one  for 
a  firm,  and  that  the  company's  is  naturally  "very  much 
higher,"  throws  lij^t  on  many  pages  in  the  history  of 
joint-stock  finance. 


I^ersonal. 


MxssRs.  Edhohds  &  BoDTOH,  Certified  Public  Accomi- 
tanta,  of  56-58  Pine  Street,  New  York,  and  Baltimore,  Md., 
annonnce  that  they  have  admitted  into  partnership  Mr. 
Garry  Brown,  C.P.A.  (Maryland),  and  Mr.  W.  P.  White, 
of  New  York.   The  firm  name  will  remain  unchanged. 


Secret  Commisdions  and  JSctbers 
prevention  Xeasue. 


(Temporary  Address)  58  Coleman  Street, 

London,  E.Ct 

Deamhtr  1906. 

On  the  first  day  of  January  next  the  Prevention  of 
Corruption  Act,  1906,  comes  into  force.  This  Act  sets  out 
that: 

(i)  "  If  any  agent  cormptly  accepts  or  obtains,  or 
agrees  to  accept,  or  attempts  to  obtain,  from  any 
person,  for  himself  or  for  any  other  person*  any  gift 

or  consideration  as  an  inducement  or  reward  for  doing 
or  forbearing  to  do,  or  for  having  after  the  passing  of 
this  Act  done  or  forborne  to  do,  any  Act  in  relation  to 
bis  principal's  affairs  or  business,  or  for  showing  or 
forbearing  to  show  fovour  or  disfavour  to  any  person 
in  relation  to  his  principal's  afEairs  or  business ;  or 

If  any  person  corruptly  gives  or  agrees  to  give  or 
offers  any  gift  or  consideration  to  any  agent  as  an 
inducement  or  reward  for  doing  or  forbearing  to  do,  or 
for  having  after  the  pasnng  of  this  Act  done  or  forborne 
to  'do,  any  act  in  relation  to  his  prindpal's  afiiairs  or 
business,  or  for  showing  or  forbearing  to  show  favour 
or  disfavour  to  any  person  in  relation  to  his  principal's 
afEairs  or  bnsioess ;  or 

If  any  person  knowingly  gives  to  any  agent,  or  if 
any  agent  knowingly  uses  with  intent  to  deceive  his 
principal,  any  receipt,  account,  or  other  document  in 
respect  of  which  the  prindpal  ia  interested,  and  which 
contains  any  statement  which  is  false  or  erroneous  or 
defective  in  any  material  particular,  and  which  to  his 
knowledge  is  intended  to  mislead  the  principal ;  he 
shall  be  guilty  of  a  misdemeanour,  and  shall  be  liable 
on  conviction  on  indictment  to  imprisonment,  with  or 
without  hard  labour,  for  a  term  not  exceeding  two 
years,  or  to  a  fine  not  exceeding  five  hundred  pounds, 
or  to  both  such  imprisonment  and  such  fine,  or  on 
summary  conviction  to  imprisonment,  with  or  withont 
hard  labour,  for  a  term  not  exceeding  fbar  months,  or 
to  a  fine  not  exceeding  fifty  poonds,  or  to  both  snch 
imprisonment  and  snch  fine. 

(a)  For  the  purposes  of  this  Act  the  expressioii 
<  oonnderation '  Inclndes  valuable  consideration  of 
any  kind  ;  the  expression  '  agent '  includes  any  person 
employed  by  or  acting  for  another ;  and  the  expression 
'  principal  *  includes  aa  empk^w. 

(3)  A  person  serving  under  the  Crown  or  under  any 
corporation  or  any  monicipal.  bwougfa,  c^^tyi  or 
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district  coQocil,  or  any  board  of  gaardians,  Is  an  ageat 

within  the  meaaing  of  this  Act." 

The  only  conuderations  which  shonld  relate  I^itimate 
commerce  are  price,  quality,  and  delivery.  As  things  are, 
no  manufactorer  or  merchant  can  be  certain  that  hb  goods 
will  in  jtvevf  case  receive  the  consideratioo  which  their 
quality  and  price  merit,  or  that  a  prohibition  will  not  be 
placed  upon  them,  unless  hegivesacommissicMi  or  a  valuable 
connderation  of  some  sort  to  the  agents  or  employees  of  his 
customers. 

On  the  other  hand,  no  purchaser  can  be  certain  that  the 
goods  he  is  buying  are  being  procured  on  a  basis  of  price 
and  merit  alone,  because  his  agents  or  servants  may  be 
obtaining  commissions,  gifts  or  considerations  from  the  sup- 
pliers, and  consequently  are  forbearing  to  show  favour  to 
some  other  article  which  may  be  better  in  quality  and 
cheaper  in  price,  but  which  is  prohibited  by  them  because 
it  carries  no  commission.  In  any  case,  the  cost  of  the 
article  to  the  purchaser  mast  be  increased  by  the  amount  of 
the  commissions  paid.  These  corrupt  principles,  which  are 
repugnant  to  all  honest  people,  have  unfortunately  been 
fonnd  to  permeate  in  a  greater  or  less  degree  practically  all 
trades  and  professions.  *  They  affect  all  employers  and  they 
are  prejudicial  to  all  purchasers  whether  these  be  corporate 
bodies,  companies,  clubs,  or  private  individuals. 

The  London  Chamber  of  Commerce,  which  vns  incor- 
porated for  the  purpose  of  guarding  the  commerce  of  the 
principal  city  of  the  worid,  recognised  that  in  many 
cases  fair  trading  was  being  fettered  by  corrupt  con- 
ridraations  and  promoted  the  Prevention  of  CornpUw  Act 
which,  largely  owing  to  the  protracted  efforts  of  Sir 
Edward  Fry,  the  late  Lord  Russell  of  Killowen,  Lord 
Alverstone,  Lord  Halsbury,  and  others,  has  duly  become 
taw.  The  Secret  Commissions  and  Bribery  Prevention 
League  has  been  formed  with  the  support  of  the  leading 
members  of  the  Secret  Commissions  Committtee  of  the 
London  Chamber  of  Commerce  for  the  purpose  of  taking 
active  measures  for  the  enforcement  of  the  Act.  With  this 
object  in  view  the  League  will  take  every  legitimate  means 
in  its  power  to  combat  the  evil  of  secret  commissions  and 
bribery,  and  for  this  purpose  the  following  steps  will,  inter 
alia,  be  taken ; — 

(t)  To  hold  public  meetings  at  the  outset,  to  bring  the 
subject  prominently  before  pubHc  intention. 

(2)  To  create  a  public  oinnlon  adverse  to  corrupt 
trading  in  any  form  ;  and  to  let  it  be  widely  known  that 
the  giving  or  receiving  of  a  c(»TUpt  commission  or  bribe 
is  as  dishonest  as  robbing  a  till,  or  embeulement,  and 
is  punishable  in  exactly  the  same  way. 

*  See  Report  of  Committee  of  Londoa  Chamber  of  Conmeroe. 


(3)  To  educate  those  peo[de  who  are  most  susceptible 
to  temptation,  and  to  advise  all  and  sundry  ci  the 
penalties  of  breaking  the  law. 

(4)  To  secure  the  support  and  co-operation  of  the 

Press. 

(3)  To  obtain  suf^iort  for  candidates  at  parliamentary 
and  municipal  elections  who  are  pledged  to  supped  the 

objects  of  the  League. 

(6)  To  puUish  and  distribute  literature  setting  forth 
the  results  of  trials  and  convictions  undw  the  Act.  and 
judgments  or  decidons  bearing  upon  the  matter. 

(7}  To  obtain  counsel's  opinion,  if  necessary,  on  any 
obscnre  point  which  may  be  raised  in  connection  with 

the  Act ;  and,  at  the  discretion  of  the  Couocil,  to  advise 
members  of  the  League  whether  cases  which  they  may 
bring  before  it  are  breaches  of  the  Act,  and,  if  so, 
whether  a  prosecution  shonld  be  undertaken. 

(8)  To  inquire  into  cases  of  the  giving  or  accepting 
of  secret  commissions,  or  of  blackmail,  bribery,  corrup- 
tion, and,  if  thought  advisable,  to  prosecute  under  the 
Act. 

(9)  To  draw  up  and  publish  at  a  nominal  figure 
extracts  from  the  Act,  setting  forth  the  offences  and 
poialties,  and  to  supply  these  to  members  for  tiie  pur- 
poses of  exhibition  in  some  conq)icuous  place  on  their 

premises. 

For  the  temporary  purpose  of  founding  and  establishing 
the  League  a  small  working  Committee  has  been  formed 

composed  as  follows,  viz. : — 

The  Chairman  of  the  Council  of  the  I^don  Chamber  of 
Commerce. 

Right  Hon.  Earl  Fortescne  (Chairman  of  The  Canteen 
and  Mess  Co-operUive  Society,  Lim.). 

Mr.  G.  Andrews  (Messrs.  Smeed,  Dean  A  Ca,  Portland 

Cement  and  Brick  Manufacturers). 

Mr.  R.  L.  Barclay  (Barclay  &  Co.,  Lim.,  Bankors). 

*Mr.  J.  W.  Hope  (John  Knight  &  Sons,  Lim..  Soq> 
Manufacturers). 

*Hr.  David  Howard  (Howardsft  Sons,  lim.,  Mainibctnr- 
ing  Chemists). 

'Mr.  Edgar  Howell  (Chairman  of  John  Howell  A  Co., 

Lim.,  Warehousemen), 

Mr.  W.  C.  Jackson  (Messrs.  Jackson,  Pixley  &  Co.,  Char- 
tered Accountant}. 

*Mr.  A.  B.  Lambert  (Messrs.  L  ft  R.  Moitoy.  Honery 

Warehousemen,  &c.) 

Mr.  K.  B.  Murray  [^§MfS^(50«@erf^b«  of 
Commerce).  O 
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*Mr.  F.  A.  Oetxtnann  (Messrs.  Oetzmann  &  Co.,  House 
Furnishers). 

*Mr.  J.  Innes  Rogers  (Joseph  Travers  &  Sons,  Llm., 
Wholesale  Produce  and  Wine  Merchants). 

Mr.  C.  Hay  Walker  (Public  Works  Contractor). 

Mr.  Hal  Williams  (Messrs.  Hal  Williams  &  Bridges,  Coo- 
sultiog  Engioeeis). 

Of  whom  those  marked  thus  *  are  on  the  Coancil  or  the 
Committees  of  the  London  Chamber  of  Commerce. 

The  design  of  the  League  is  that  its  operations  shall  be 
governed  by  a  large  Council  representative  of  all  the 
principal  occupations  of  the  country,  and  of  chambers  of 
commerce,  trade  associations,  and  the  institutes  of  all  pro- 
fessions, and  administered  by  a  Committee  of  workable  Uze 
selected  from  the  Council.  The  inttrim  Ccnnmittee,  as  such, 
will  then  resign  its  functions. 

The  annnal  subscriptions  to  its  funds  will  be  as  follows  :— 

For  affiliation  to  the  League  by  any  public 

body,  trade  association,  institute,  &c.  ^3   5  o 

For  members  of  any  sach  body       . .      . .  110 

For  any  limited  or  other  company  . .  . .  330 
For  any  firm  not  being  members  of  a  trade 

association  or  institute    220 

For  any  person,  ditto,  ditto   i  1 1  6 

In  settling  the  constitution  and  rules  of  the  League, 
arraagements  will  be  made  to  limit  the  liability  of  the  sub- 
scribers to  the  amount  of  their  subscriptions. 

It  will  be  a  recommendation  to  the  Council,  when  formed, 
that  a  quarterly  (or  other  periodical)  Gazette  be  published, 
setting  forth  more  fully  the  scope  and  the  operations  of  the 
Leagne ;  and  the  wide  distribution  of  such  paper,  t(^ietber 
with  other  printed  matter,  designed  to  bring  the  Act  and  the 
action  taken  under  its  provisions  to  the  knowledge  of  all 
classes  of  the  community. 

It  must  be  remembered  that  this  is  a  national  matter :  and 
it  is  hoped  that  all  people  interested  in  maintaining  the 
commerce  of  the  United  Kingdom  pure  and  unsullied  will 
become  members  of  the  League  and  give  it  their  hearty 
co-operation  and  support. 

By  Order, 

A.  E.  W.  GwvN, 

Stentary,  pro.  tun. 


^ailnres  an&  Bills  of  Sale  tn  EnalanD 
an^  Males. 

AocoRDiNO  to  Kmp't  Mmantilt  Gautte,  the  total  nnmber 
of  commerdal  failures  recorded  in  England  and  Wales 
daring  the  week  ending  Friday,  Dec.  21st,  was  158,  viz.  :— 


New  Bankruptcy  Proceedings  published  in  the  London  Gauttt, 
87 ;  Deeds  of  Arrangement  registered,  71.  The  respective 
numbers  in  the  corresponding  week  of  last  year  were : 
Bankruptcies,  90;  Deeds  of  Arrangement,  93— total,  1S3: 
being  a  decrease  ot  25.  The  total  number  of  commercial 
failures  recorded  during  the  51  weeks  of  the  present  year  is 
8,229;  nnmber  recorded  in  the  corresponding  51 

weeks  of  last  year  was  8,870,  showing  a  decrease  of  641. 

The  number  of  Bills  of  Sale,  including  Re-registrations, 
filed  in  England  and  Wales  for  the  week  ending  Friday, 
Dec.  2ist,  was  187.  The  nnmber  In  the  corresponding  week 
of  last  year  was  215,  showing  a  decrease  of  28.  The  total 
nnmber  filed  during  the  51  weeks  of  the  present  year  is 
7,560 ;  the  total  nnmber  filed  In  the  corresponding  51  wedn 
of  last  year  was  8,330,  showing  a  decreau  of  770. 


Debentures. 

The  Mortgages  and  Charges  registered  by  limited 
companies  in  England  and  Wales  during  the  week  ending 
Friday,  Dec.  aist,  amounted  to  £1,43^,37$,  by  way  of 
addition  to  ;^2,044,93i,  previously  issued  by  the  same 
companies.  The  amount  registered  in  the  corresponding 
week  of  last  year  was  ^662,754,  showing  an  increase  of 
;^768,62i.  The  total  amount  r^^tered  daring  the  51 
weeks  of  the  present  year  was  1^77.275,419  (in  addition  to 
the  issues  in  previous  years  by  the  same  companies),  as 
compared  with  ^£76,652,185  for  the  correspondii^  51  weeks 
in  1903,  showing  an  increase  of  ;£ 623,234. 


The  Profession  In  Scotland. 


Zbc  (Blasflow  Cl>actece^  accountants 
Students'  Soctets. 


SpecUl  PolnU  arising  in  the  Audit  of  the  first 
Balance  Sheet  of  a  Limited  Company  formed 
to  acquire  a  Qolng  Business. 


By  Matthew  Mitchell,  C.A. 


A  TAPES  read  to  the  Glasgow  Chartered  Accountants 
Students'  Society  on  22nd  November  1906,  Mr.  David 
Strathie,  C.A.,  in  the  chair. 


Tn  directing  your  attention  for  a  little  this  evening  to  the 
special  points  arising  in  the  &i^i1zo£l&|BU3tC^fc^^l|i^iSheet 
of  a  limited  company  formed  to  acquire  a  going  ousiness* 
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I  abaU,  for  the  sake  of  convenience,  take  the  case  of  a 
company  which  has  contracted  directly  with  the  owners  of 
the  business,  and  which  has  obtained  money  from  the 
public  on  shares  and  debentures  by  the  issue  of  a 
prospectus. 

In  order  to  properly  understand  the  special  points 
likely  to  arise  in  the  first  audit,  one  must  be  acquainted 
with  the  procedure  involved  in  the  conversion  of  a  partner- 
ship at  common  law  into  a  company  incorporated  under 
the  Companies  Acts,  1863-1900,  with  limited  liability,  and 
I  propose,  in  the  first  instance,  to  deal  with  this  aspect  of 
the  subject,  explaining  as  I  proceed  the  duties  <d  the 
auditor  thereanent. 

In  ordinary  circumstances  a  Minute  of  Agreement  is 
entered  into  between  the  partners  or  owners  of  the  busi- 
ness, known  in  this  connection  as  the  vmdors  on  the  one 
part,  and  a  trustee  on  behalf  of  the  proposed  limited  com- 
pany on  the  other. 

Under  this  agreement  the  vendors  undertake  to  sdl,  and 
the  trustee  on  behalf  of  the  intended  company  undertakes 
to  pim:hase,  as  and  when  the  company  is  incorporated, 
the  business  of  the  vendors  as  a  going  concMn,  with  the 
goodwill  and  assets  of  every  description  beloi^ing  thereto. 

The  terms  upon  which  the  transfer  is  to  take  place  are,  of 
course,  clearly  defined ;  tiie  assets  to  be  transferred  are  set 
out  in  more  01  less  detEiil ;  the  price  which  the  company  is 
to  pay  for  the  business  and  assets,  the  manner  in  whicli  the 
same  is  to  be  paid,  and  the  extent  to  which  the  company  is 
to  assume  liability  for  the  expenses  of  forming  the  com- 
pany, must  be  regarded  as  indispensable  conditions ;  and 
the  internal  arrangements  which  may  be  considered  neces- 
sary for  preserving  the  continuity  of  the  business,  such  as 
binding  the  vendors  to  give  their  services  as  managers  or 
directors  for  a  period  of  years,  are  very  frequently 
embodied  in  such  agreements.  On  the  other  hand,  the 
company  may  be  taken  bound  to  discharge  the  liabilities  of 
the  vendors,  in  which  case  it  is  usual  to  set  some  limit  to 
the  amount  or  to  provide  for  an  accounting ;  or  the  vendors 
may  agree  to  discbarge  the  liabilities,  or  a  part  thereof, 
themselves  out  of  the  purchase-price.  In  either  event  the 
eHect  is  practically  the  same.  If  the  company  is  to  dis- 
chaige  the  liabilities  a  correspondingly  smaller  price  will 
be  paid ;  if  the  vendors,  a  correspondingly  larger. 

The  plan  which  is  followed  in  some  instances  of  having 
the  terms  of  this  agreement  adjusted  by  two  solicitors— one 
representing  the  vendors,  and  the  other  representing  the 
company — might,  I  think,  with  advantage  be  more 
generally  adopted. 

The  trustee  for  the  intuided  company  usually  acts  in  a 
purely  nominal  capacity,  and  is  stated  to  incur  no  personal 
responsibility  for  ttie  due  fulfilment  of  the  contract ;  which 


obviously  is  not  trindong  on  the  company  until  fonnadljr 
adc^ed  on  its  behalf  after  incorporation,  when  tfie  tmstee 
is  not  uncommonly  discharged  by  separate  minute. 

This  i^reement  is  one  of  the  most  important  documents 
with  which  the  auditor  has  to  deal  in  the  first  audit  it 
forms  the  basis  of  the  opening  entries  in  the  books  of  the 
company ;  it  vouches  the  price  payable  to  the  vendors,  and 
the  terms  of  payment ;  it  fixes  the  date  at  which  the  busi- 
ness is  to  be  taken  over,  wdtli  all  that  follows  in  the  wsy  of 
apportionment  thereon.;  it  defines  the  rights  and  liability 
of  the  cc»npany  as  r^ards  current  contracts  at  the  date  of 
the  transfer — all  of  which  are  matters  which  iotiniately 
concern  the  auditor.  The  auditor  is  bound  to  see  that  the 
company  obtains  possession  of  all  the  assets  and  rights  of 
every  description  to  which  it  is  entitled  under  this  agree- 
ment ;  and,  on  the  other  hand,  that  it  is  not  saddled  with 
liabilities,  obligations,  or  expenses  which  it  has  not 
specifically  undertaken  to  discharge. 

Before  this  agreement  can  be  adopted  on  behalf  of  the 
company,  the  company  itself  must  be  brought  into  being, 
and  the  formalities  necessary  for  this  object  may  now  be 
rsferred  to. 

Under  the  Companies  Act,  1862,  it  is  provided  (Section 
6) :  "  Any  seven  or  more  persons  associated  for  any  lawful 
"purpose  may,  by  subscribing  their  names  to  a  memo- 
"  randum  of  association  and  otherwise  complying  with  the 
**  requisitions  of  this  Act  in  respect  of  registration,  form  an 
"iiUKirporBted  company  with  or  without  limited  liability." 
And  (Section  8):  "Where  a  company  is  formed  on  the 
"  principle  of  having  the  liability  of  its  m«nbeT8  limited 
"to  the  amount  unpaid  on  their  shares,  the  memorandum 
"of  associatdon  shall  contain  the  following  things:  — 

"  (i)  The  name  of  the  proposed  company,  with  the  addi- 
tion of  the  word  '  limited  '  as  the  last  word  in  soch 

name. 

"  (3}  The  part  of  the  United  Kingdom,  whether  England, 
Scotland,  or  Ireland,  in  which  the  registered  office 
of  the  company  is  proposed  to  be  situate. 

"  (3)  The  objects  for  which  the  proposed  company  is  to 
be  established. 

"(4)  A  declaration  that  the  liability  of  the  members  is 
limited. 

"  (S)  The  amount  of  capital  wkh  which  the  company  pro- 
poses to  be  registered,  divided  into  shares  of  a 
certain  fixed  amount." 

Mr.  Buckley  says:  "The  memorandum  must  specify  or 
"  define  the  objects  for  which  the  pn^Kised  company  is  to 
"  be  established.  It  is  not  a  compliance  -mOi  the  statute  to 
"  state  the  object  to  be  to  carry  on  any  business  which  the 
"  company  may  think  profitable,  for  that  define^othing." 
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One  of  the  first  'objects  '*  for  which  the  company  is  to  be 
established  to  be  mentioned  in  the  memorajidum  would  be 
to  acquire  and  take  over  the  business,  property,  assets,  and 
goodwill  of  the  vendors,  and  for  that  purpose  to  execute 
and  cany  oat.  with  or  without  modification,  the  pro- 
visional agreement  to  which  I  have  just  referred. 

The  auditor  must  note  tiie  exact  terms  upon  which  the 
provisional  agreement  has  been  adopted  by  the  ctunpany, 
as,  if  conditions  are  introduced  into  the  adoptive 
agreement  which  impose  a  heavier  burden  upon  the  com- 
pany than  that  disclosed  in  the  prospectus,  the  matter  must 
be  brought  to  the  knowledge  of  the  shareholders. 

Under  Section  14  of  the  Act  of  1S62  it  is  further  provided 
that  the  memorandum  of  association  may,  in  the  case  of  a 
company  limited  by  shares,  be  accompanied  when  regis- 
tered by  articles  of  association  signed  by  the  subscribers 
to  the  memorandum  of  association,  and  prescribing  such 
regulations  for  the  company  as  the  subscribers  to  the 
memoiandum  deem  expedient,  and  they  may  adopt  all  or 
any  of  the  provisions  contained  in  the  table  marked  "A  " 
in  the  first  schedule  to  the  Act. 

This  Table  "A,"  I  may  explain,  is  now  superseded  by  a 
new  Table  A,  which  by  order  of  the  Board  of  Trade  came 
into  force  on  ist  October  1906.  The  new  regulations,  how- 
ever, are  not  retrospective,  and  consequently  do  not  apply 
to  companies  registered  before  ist  October  1906. 

While  it  is  optional  under  this  clause  in  the  case  of  com- 
panies limited  by  shares  whethw  the  memorandum  be 
accompanied  by  articles  or  not,  it  is  provided  in  Section 
15  that  the  regulations  contained  in  Table  "A"  shall,  so 
far  as  the  same  are  applicable,  be  deemed  to  be  the  regula- 
tions of  the  c<»npany  in  the  same  manner  and  to-  the  same 
extent  as  if  they  had  been  inserted  in  articles  of  association 
and  the  articles  had  been  duly  registered. 

The  practical  effect  of  this  is  that  all  compaiues  regis- 
tered without  articles  of  association  are  bound  by  the 
regulations  of  Table  "A,"  a  point  which  is  very  apt  to  be 
overlooked. 

The  memorandum  and  articles  of  association  of  a  com- 
pany are  highly  important  documents  from  the  point  of 
view  of  the  audit,  the  former  defining  the  capital  and 
objects  of  the  company,  and  the  latter  prescribing  the  work- 
ing regulations. 

It  is,  of  course,  necessary  for  the  auditor  to  see  that  the 
capital,  as  stated  in  the  memorandum  and  known  as  the 
authorised  capital,  is  not  exceeded ;  and  although  it  has 
not,  so  far  as  I  am  aware,  been  decided  to  be  within.the 
scope  of  his  duty,  I  think  it  is  well  that  the  auditor  should 
make  sure  that  all  the  transactions  of  the  company  are 
withia  the  scope  of  its  objects.  Thus,  if  a  company  which 
had  no  power  to  do  so  under  its  memorandum  underwrote 


an  issue  (rf  diares  in  another  company  wiiich  restilted  in 

a  loss,  it  would  be  the  duty  of  the  auditor  to  call  attention 
to  the  matter.  In  the  same  way,  if  a  company  without 
authority  had  lent  money  to  customers  or  others,  and 
sustained  losses  thereby,  the  matter  would  have  to  be 
reported. 

There  can  be  no  doubt  at  all  as  to  the  duty  of  the  auditor 
to  see  the  articles  of  association  and  to  comply  with  their 
provisions.  In  the  Kingston  Cotton  Milts  Company  case, 
Lord  Justice  Lindley  said:  "Auditors  are  in  my  opinion 
"bound  to  see  what  ^ceptional  duties,  if  any,  are  cast 
"  upon  them  by  the  articles  of  the  company  whose  accounts 
"  they  are  called  upon  to  audit.  Ignorance  of  the  articles 
"and  of  exceptional  duties  imposed  by  them  would  not 

afford  any  legal  justification  for  not  observing  them."  And 
Mr.  Palmer  says  "  that  the  provisions  as  to  audit  contained 
"in  Sections  21-33  ^  the  Act  of  1900  are  snpplementol  to 
"and  not  in  substitution  of  provisions  as  to  audit  con- 
"  uined  in  articles  of  association  or  regulations  of  a  com- 
"pany,  and  accordingly  that  the  Act  of  1900  does  not  relieve 
"  an  auditor  from  the  necessity  of  complying  with  such  pro* 
"visions,  even  although  the  laUer  impose  obligations 

beyond  those  imposed  by  the  Act  of  1900.  In  so  far,  how- 
"ever,  as  the  earlier  provisions  are  inconsistent  with  the 
"Act  of  1900,  the  Act  must,  of  course,  prevail." 

The  provisions  of  the  articles  relating  to  the  powers  of 
directors  are  important  ttcxa  the  auditor's  point  of  view ; 
and  I  am  of  opinion  the  auditor  should  satiny  himself  that 
all  important  acts  of  directors  are  within  their  powers  as 
such,  and  do  not  require  the  autiiority  of  a  general  meeting. 
Any  regulations  as  to  the  disqualification  of  directors 
should  be  noted.  A  common  disqualification  is  the  making 
of  -pto&i  out  of  a  contract  with  the  company.  The  auditor 
should  take  notice  of  such. 

Where  the  articles  limit  the  borrowing  powers  of  the  com- 
pany, the  auditor  should  see  that  the  prescribed  limit  is 
not  exceeded. 

The  clauses  dealing  with  Dividends,  Accounts,  and  Audit 
demand,  however,  the  most  attention. 

A  point  to  notice  with  regard  to  dividends  is  that  com- 
panies v^ch  have  adopted  the  wording  of  Table  "A  "  have 
no  power  to  declare  interim  dividends.  This  defect,  I 
observe,  has  been  remedied  in  the  new  Table  "A,"  which 
provides  (Article  96) :  "  The  directors  may  from  time  to 
"  time  pay  to  the  members  such  interim  dividends  as  appear 
"to  the  directors  to  be  justified  by  the  profits  of  the 
"company." 

Before  paying  dividends  companies  are  frequently  bound 
to  set  aside  sums  to  reserve,  or  for  coi^in^^^^^^^nous 
kinds,  such  as  renewals  of  buildings  ^r^^ant.    ^is  the 
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duty  of  the  auditor  to  see  that  any  provisions  in  this  behalf 

are  complied  with. 

The  articles  usually  give  directions  as  to  the  manner  in 
which  the  accounts  are  to  be  kept  and  submitted  to  the 
shareholders,  and  such  directions  must,  of  course,  be 
followed.  With  regard  to  the  submission  of  the  accounts, 
Table  "A"  provides  {Article  79)  that,  "Once  at  the  least  in 
every  year  the  directors  shall  lay  before  the  company  in 
"  general  meeting  a  statement  of  the  income  and  expendi- 
"ture  for  the  past  year,  made  up  to  a  date  not  more  than 
•*  three  months  before  such  meeting."  And  (Article  81)  that, 
''A  Balance  Sheet  shall  be  made  out  in  every  year  and  laid 
"before  the  company  in  general  meeting,  and  such  Balance 
"Sheet  shall  contain  a  summary  of  the  property  and 
■'liabilities  of  the  company  arranged  under  the  heads 
"appearing  in  the  fonn  annexed  to  the  said  table,  or  as 
'  near  thereto  as  circumstances  admit." 

This,  as  everyone  knows,  means  once  in  every  calendar 
year,  so  that  a  company  with  this  form  of  articles  may 
issue  a  Balance  Sheet  at  the  beginning  of  one  year  and  at 
the  end  of  the  yeax  following,  embracing  a  period  of  nearly 
two  years.  Under  the  new  Table  "A  "  both  the  Statement 
of  Income  and  Expenditure  and  the  Balance  Sheet  must  be 
made  up  to  a  date  not  more  than  six  months  before  such 
meeting,  which  is  Tather  less  elastic.  In  both  sets  of 
articles  the  Statement  of  Income  and  Expenditure  requires 
only  to  be  laid  before  the  company  in  general  meeting,  but 
the  Balance  Sheet  must  be  sent  out  seven  days  previously. 

The  provisions  as  to  audit  in  the  articles  must  be  care- 
fully noted  by  the  auditor  in  taking  up  the  audit  of  a  com- 
pany for  the  first  time,  and,  except  to  the  extent  to  which 
such  provisions  are  inconsistent  with  the  audit  clauses  of 
the  Companies  Act,  1900,  they  must  be  observed,  even 
although,  as  I  have  formerly  explained,  they  impose 
obligations  upon  the  auditor  b^ond  those  imposed  by  the 
Act. 

Until  the  Companies  Act,  1900,  came  into  force  it  was 
open  to  all  companies,  with  the  exception  of  banking  com- 
panies registered  after  the  passing  of  the  1879  Act,  to  adopt 
a  form  of  articles  which  either  expressly  or  impliedly 
oxcladed  audit  provisions ;  bnt  since  the  passing  of  Ae  1900 
Act  every  company  registered  under  the  Companies  Acts 
must  at  each  annual  general  meeting  appoint  an  auditor  or 
auditors  to  hold  office  utttil  the  next  annual  general  meet- 
ing. The  Act  does  not  say  expressly  that  the  auditor  so 
appointed  mnst  audit  the  accounts,  but  that  is  clearly 
implied.  It  is  thus  no  longer  possible  to  exclude  the  audit, 
and  any  provisions  in  articles  inconsistent  with  this  are 
nnll  and  void. 

The  next  step  in  the  procedure  is  the  registration  of  the 
company.  It  is  provided  under  Section  17  that  the  memo- 
randum  of  association  and  the  articles      association,  if 


any,  shall  be  delivered  to  the  Registrar  of  Joint  Stock  Com- 
panies, who  shall  retain  and  register  the  same.  Certain 
fees  as  provided  in  Table  "  B  "  fall  to  be  paid  on  registra- 
tion, and,  on  these  formalities  being  complied  with,  the 
Registrar  is  directed  under  Section  18  to  certify  under  his 
hand  that  the  company  is  incorporated,  and  in  the  case  of 
a  limited  company  that  the  company  is  limited.  The  sub- 
scribers of  the  memorandum  and  articles  of  association, 
together  with  such  other  persons  as  may  from  time  to  time 
become  members  of  the  company,  shall  thereupon  be  a 
body  corporate  by  the  name  contained  in  the  memorandum 
of  association,  capable  forthwith  of  exercising  all  the 
functions  of  an  incorporated  company,  and  having 
perpetual  succession  and  a  common  seal. 

Having  otttlined  the  i»ocednre  up  to  the  point  of  rc^stra- 
tion,  Uie  statutory  provisions  relating  to  the  prospectus,  in 
so  far  as  these  affect  the  au^tor,  have  now  to  be 

considered. 

The  first  reference  to  a  prospectus  occurs  in  the  Act  of 
1867,  which  provides  (Section  38) :  *  Every  prospectus  of  a 
"company  and  every  notice  inviting  persons  to  subscribe 
'■  for  shares  in  any  joint-stock  company  shall  specify  the 
"dates  and  the  names  of  the  parties  to  any  contract 
"entered  into  by  the  company,  or  the  promoters,  directors, 
"or  trustees  thereof  before  the  issue  of  such  prospectus  or 
"notice,  whether  subject  to  adoption  by  the  directors  of 
"tlie  company  or  otherwise;  and  any  prospectus  or  notice 
"not  specifying  the  same  shall  be  deemed  fxaadnlent  on 
"the  part  of  the  promoters,  directors,  and  officers  of  the 
"company  knowingly  issuing  the  same  as  regards  any 
"  person  taking  shares  in  the  company  on  the  faith  of  such 
"prospectus,  unless  he  shall  have  bad  notice  of  such 
"contract." 

In  practice  strict  compliance  with  tlus  section  was  found 
in  many  cases  to  be  impracticable,  and  it  became 
customaiy  for  what  was  knowb  as  the  "Waiver  Clause" 
to  be  inserted  in  the  form  of  application  for  shares.  This 
was  a  clause  under  which  en  applicant  for  shares  agreed 
to  accept  the  terms  of  the  prospectus  as  to  contracts  as 
sufficient  compliance  with  this  section,  and  abandoned  any 
rights  he  might  otherwise  have  to  a  full  disclosure  of  all 
contracts  entered  into  by  or  on  behalf  of  the  company. 

The  prospectus  vras  not  further  affected  by  legislation 
uotil  the  1900  Act  was  passed. 

The  provisions  of  this  Act  with  regard  to  the  prospectus 
which  mare  particularly  bear  upon  the  duties  oi  the 
auditor  are  contained  in  Section  to. 

Sub-section  (i)  Every  prospectus  issued  by  or  on  behalf 

of  a  company  must  state :  — 

(o)  The  contents  of  tbajmem<H;aadum  of  t^^aciation,  the 
names,  deaeziptioiu,  and  addresses  iif  the  signi^ 
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more  than  three  years  before  the  publication  of  the 
prospectus. 

(/)  The  names  and  addresses  of  the  auditc^a  (if  any)  of 
the  company. 

(w)  Full  particulars  of  the  nature  and  extent  of  the 
interest  (if  any)  of  every  director  in  the  promotion 
of,  or  in  the  property  proposed  to  be  acquired  by, 
the  company,  with  a  statement  of  all  sums  paid,  or 
agreed  to  be  paid  to  him  in  cash  or  shares  by  any 
person,  either  to  qualify  him  as  a  director,  or  other- 
wise, for  services  rendered  by  him  in  connection 
with,  the  formation  of  the  company. 

It  is  provided  &at  the  section  shall  not  apply  to  a 


tories,  tbe  nnmber  of  shares  subscribed  by  them, 
the  number  of  founder  or  management  shares, 
and  the  nature  and  extent  of  the  interest  of  the 
holders  in  the  property  and  profits  of  the  company. 

{d')  The  minimum  subscription  on  which  the  directors 
may  proceed  to  allotment,  and  the  amount  payable 
on  application  and  allotment  on  each  share ;  and 
in  the  case  of  a  second  or  subsequent  offer  of 
shares,  the  amount  offered  for  subscription  on 
each  previous  allotment,  and  the  amount  actually 
allotted,  and  the  amount,  if  any,  paid  on  such 
shares. 

{e]  The  number  and  amount  of  shares  and  debentures 
issued  or  agreed  to  be  issued  as  fully  or  partly  paid 
up  otherwise  than  in  cash,  and  in  tiie  latter  case 
the  «ctent  to  which  they  are  so  paid  up,  and  in 
either  case  the  consideration  for  which  such,  shares 
or  debentures  have  been  issued  or  are  proposed  or 
intended  to  be  issued. 

(/)  The  names  and  addresses  of  the  vendors  of  any  pro- 
perty purchased  or  acquired  by  the  company,  or 
proposed  so  to  be  purchased  or  acquired,  which  is 
to  be  paid  for  wholly  or  partly  oat  of  the  proceeds 
of  the  issue  offered  for  subscription  by  die 
prospectus,  or  the  purchase  or  acquisition  of  which 
has  not  been  completed  at  the  date  of  publication 
of  the  proqwctus,  and  the  amount  payable  in  cash> 
shares,  or  debentures  to  the  vendor,  and  where 
there  is  more  than  one  separate  vendor,  or  the 
company  is  a  sub-purchaser,  the  amount  so  pay* 
able  to  each  vendor. 

Ig)  The  amount  (if  any)  paid  or  payable  as  purchase- 
money  in  ca^,  shares,  or  debentures,  of  any  such 
property  as  aforesaid,  specifying  the  amount  pay- 
able  for  goodwill. 

[A]  The  amount  (if  any)  paid  or  payable  as  commission 
for  subscribing  or  agreeing  to  subscribe,  or  pro- 
curing or  agreeing  to  procure  subscriptions  for  any 
shares  in  the  company,  and  the  rate  of  any  such 
commission. 

(i)  The  amount  or  estimated  amount  of  preliminary 
expenses. 

(/■)  The  amount  paid  or  intended  to  be  paid  to  any  pro- 
moter,  and  the  consideration  for  any  such  payment. 

(i)  The  dates  and  parties  to  every  material  ctmtract,  and 
a  reasonable  time  and  place  at  which  any  material 
contract,  or  a  copy  thereof,  may  be  inspected,  pro- 
vided tiiat  this  requirement  shall  not  apply  to  a 
contract  entered  into  in  the  ordinary  coarse  of  the 
business  carried  on  or  intended  to  be  earned  on 
by  the  company,  or  to  any  contract  entered  into 


circular  or  notice  inviting  existing  members  or  debenture- 
holders  of  a  company  to  subscribe  for  further  shares  or 
debentures,  and  it  is  further  provided  that  certain  require- 
ments of  this  section  shall  not  apply  in  the  case  of  a  pro- 
spectus published  more  than  one  year  after  tbe  date  at 
which  the  company  is  entitled  to  commence  business. 

The  section  also  contains  the  important  provision  that 
"any  conditions  requiring  or  binding  an  applicant  for 
"shares  or  debentures  M  waive  compliance  with  any 
"requirement  of  tiiis  section,  or  purporting  to  affect  him 
"with  notice  of  any  contract,  document,  or  matter  not 
"specifically  referred  to  in  the  prospectus,  shall  be  void." 

The  prospectus  is,  of  course,  a  document  which  the 
auditor  must,  in  the  first  audit  of  the  company,  carefully 
peruse.  It  is  the  basis  of  the  contract  between  tiie  company 
and  the  various  persons  who  have  become  members  on  the 
faith  of  statements  contained  therein.  The  auditor  must 
see  that  there  is  no  in£onsistency,  in  respect  of  any  matter 
affecting  the  accounts  or  the  audit,  between  the  prospectus 
and  the  provisional  agreement  with  the  vendors,  or  between 
the  prospectus  and  the  regulations  of  the  company 
generally.  An  illustration  of  the  former  would  be  a  case 
in  which  under  the  prospectus  the  vendors  were  to  dis- 
charge the  liabilities  and  retain  the  book  debts  at  the  date 
of  transfer,  while  under  the  agreement  the  liabilities  and 
book  debts  were  to  be  taken  over  by  the  company  ;  and  an 
illustration  of  the  latter,  the  case  mentioned  by  Professor 
Dicksee,  in  which  the  directors  under  the  prospectus  were 
not  entitled  to  any  fees  unless  a  certain  dividend  were  paid 
to  the  shareholders,  while  in  the  regulations  of  the  com- 
pany no  such  provision  was  contained. 

I  have  now  to  direct  your  attention  to  the  provisions  of 
the  Act  of  1900  with  regard  to  allotment,  as  these  pro- 
visions also  affect  the  auditor  in  the  first  audit  of  the 
company's  accounts. 

None  of  the  earlier  Acts  dealt  direcUy  with  the  subject, 


and  I  think  it  will  be  gene^^gS'H^f^  @€l 
visions  of  the  latest  Act  are  in  the  right  direction, 
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Section  4  (i). — No  allotment  shall  be  made  of  any  share 

capital  of  a  company  oSeied  to  the  public  for  subsciip- 
.  tion,  unless  the  following  conditions  have  been  complied 
with,  viz. :  — 

((?)  The  amoitnt  (if  any)  fixed  by  the  memorandum  of 
association,  aiui  named  in  the  prospectus  as  the 
mdnimium  subscriptioii  upon  which  the  directors 
may  proceed  to  allotment ;  or 

(b)  If  no  amount  is  so  fixed  and  named,  then  the  whole 
amottnt  of  the  share  capital  so  offered  for  subscrip- 
tion has  been  subscribed  and  the  sum  payable  on 
application  for  the  amount  so  fixed  and  named,  or 
for  the  whole  amount  so  offered  for  subscription, 
has  been  paid  to  and  received  by  the  company. 

(2)  The  amount  so  fixed  and  named  and  the  whole 

amount  aforesaid  shall  be  reckoned  exclusively  of  any 
amount  payable  otherwise  than  in  cash,  and  is  in  this 
Act  xefened  to  as  the  minimmn  subscription. 

(3)  The  amount  payable  on  application  on  each  share 
shall  not  be  less  than  5  per  ceat.  of  the  nominal  value 
of  the  share. 

(5)  Any  condition  requiring  or  binding  any  applicant 
for  shares  to  waive  compliance  with  this  section  shall  be 
void. 

(6)  This  section,  except  Snb-section  (3),  shall  not  apply 
to  any  allotment  of  diares  subsequent  to  tfie  first  allot- 
ment of  sharcs  offered  to  the  public  for  subscription. 

The  provisions  of  Section  6  have  also  to  be  kept  in  view 
by  the  auditor  in  every  case  in  ildiich  there  is  any  invita- 
tion to  the  public  to  subscribe  for  shares. 

(i)  A  company  riiall  not  commence  any  business  or 

exercise  any  borrowing  powers,  unless — 

(a)  Shares  held  subject  to  the  payment  of  the  whole 
amount  Ihereof  in  cash  have  been  allotted  to  an 
amount  not  less  in  the  whole  than  the  mdnimum 
subscription ;  and 

{b)  Every  director  of  the  company  has  paid  to  the  com- 
pany on  each  of  the  shares  taken  by  him,  and  for 
which  be  is  liable  to  pay  in  cash,  a  proportion 
equal  to  the  proportion  payable  on  application  and 
allotment  on  the  shares  offered  for  public 
subscription ;  and 

(e)  There  has  been  filed  with  the  Registrar  a  statutory 
declaration  by  the  secretary  or  one  of  the  directors, 
in  the  prescribed  form,  that  tbe  aforesaid  con- 
diticHis  have  been  complied  with. 

The  certificate  of  the  R^istrar,  it  is  provided,  shall  be 
conclusive  evidence  that  the  company  is  entitled  to  com- 
mence business  and  to  exercise  borrowii^  powen.  The 
auditor  should  see  this  certificate. 


'  (3)  Any  contract  made  by  a  company  before  tiie  date  at 
which  it  is  entitled  to  commence  business  shall  be  pro- 
visional only,  and  shall  not  be  bmding  on  the  company 
mitil  tlist  date,  but  on  that  date  it  shall  became  binding. 

Where  there  is  no  invitation  to  the  public,  the  section 
does  not  apply,  but  Section  7,  which  is  as  fallows,  applies 
to  all  companies. 

"Whenever  a  company  limited  by  shares  makes  any  allot- 
"ment  of  its  shares,  tite  company  shall  within  one  month 
"  thereafter  file  with  the  Registrar :  — 

"  (a)  A  return  of  the  allotments  stating  the  nmnber  and 
nominal  amount  of  the  shares  comprised  in  the 
allotment ;  the  names,  addresses,  and  descriptions 
of  the  allottees,  and  the  amount  (if  any)  paid  or  due 
and  payable  on  each  share ;  and 

"  (b)  In  the  case  of  shares  allotted  in  whole  or  in  part 

for  a  consideration  other  than  cash,  a  contract  in 
writing  constituting  the  iitle  of  the  allottee  to  such 
allotment,  together  with  any  contract  of  sale  or 
for  services  or  other  consideration  in  respect  of 
which  such  allotment  was  made,  such  contracts 
being  duly  stamped,  and  a  return  sta^g  the 
number  and  nominal  amount  of  shares  so  allotted, 
the  extent  to  which  they  are  to  be  treated  as  paid 
Dp,  and  the  consideration  for  ^rtiich  they  have  been 
allotted." 

This  section  repeals  Section  35  of  the  Act  of  1867,  which 
provided  that  "every  share  in  every  company  shall  be 
"deemed  and  taken  to  have  been  issued  and  to  be  held 
"subject  to  the  payment  of  the  whole  amount  in  cash. 
"  unless  the  same  shall  have  been  otherwise  detenniaed 
"by  a  contract  in  writing  filed  witii  the  Registrar  at  or 
"be/are  the  issue  of  such  shares." 

This  section  has  left  b^ind  it  many  unpleasant 
memories.  In  many  instances  after  the  company  bad  gone 
into  liquidation  it  was  discovered  that  no  contract  had 
been  filed,  and  the  uofortunate  allottees  of  fnlly-^wid 
shares  were  called  upon  to  pay  them  in  cash  to  the  liqui- 
dator. It  is  well  out  of  the  way ;  few  01  none  will  r^ret 
its  disai^warance. 

The  only  other  section  of  the  Act  of  1900  which  I  pro- 
pose to  bring  tinder  your  notice  is  Section  8,  under  which 
provision  is  made  for  the  payment  of  a  commission  to  any 
person  in  consideration  of  his  subscribing  or  agreeing  to 
subscribe  or  procuxdng  or  agreeing  to  [Hocure  subscriptions 
for  any  shares  in  the  company.  This  commission  may, 
however,  only  be  paid  in  the  case  of  a  company  making  a 
public  issue  of  shares,  and  provided  the  payment  of  the 
commission  and  the  amount  or  rate  per  cent,  are  req>ec- 
tively  authorised  by  th^j^^g^^Q^^^[^d  dis- 
closed in  the  prospectus.  ^ 
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Nothing,  however,  in  this  section,  it  is  declared,  shall 

affect  the  power  of  any  company  to  pay  such  brokerage  as 
it  has  heretofore  been  lawful  for  a  company  to  pay. 

It  had  long  been  held  Ulegal  to  issne  shares  at  a  discoant. 
for  the  reason,  I  suppose,  that  such  discount  operated  as  a 
reduction  of  the  capital  of  the  company  in  a  manner  not 
authorised  by  the  statutes;  but  tiiia  section  in  effect 
permits  of  Aares  being  issued  at  a  discount,  as  there  can 
be  no  real  difference  in  the  final  resnlt  between  issuing 
shares  of  ^^i  each  at  a  discount  of  5s.,  and  repaying  in 
name  of  commisraon.  5s.  per  share  on  shares  of  £t  each  to 
every  person  -who  applies  for  snch  Aana. 

I  have  considered  it  advisable  to  bring  under  your  notice 
in  some  detail  the  sections  of  the  statutes  which,  in  my 
opinion,  either  bear  directly  upon  the  duties  of  the  auditor, 
or  any  non-compliance  with  which  would  affect  the  con- 
stitution of  the  company  or  the  validi^  of  entries  in  the 
books  or  Balance  Sheet,  because  I  find  from  experience 
that  students  do  not  so  fully  realise  the  supreme  import- 
ance of  a  thorough  acquaintance  with  the  statutoiy  pro- 
visions affecting  the  duties  of  auditors  as  I  think  they 
should. 

It  is  hanUy  necessary  to  mention  that  such  special  points 
as  1  am  about  to  deal  wi&  as  calling  for  aittention  in  a 
first  audit,  or  some  of  them,  may  arise  also  in  the  audit  of 
subsequent  years  in  cases  where  additional  capital  has 
been  issued  or  additional  assets  acquired,  or  if  the  com- 
pa.iy  decide  to  take  over  another  going  business.  Uy 
remarks  will  theielore,  nnttatu  mutandis,  be  also 
applicable  to  such  cases. 

The  accounts  opened  in  the  books  oi  the  company  giving 
effect  to  the  purchase  will  require  to  be  carefully  examined 
ty  the  auditor. 

The  assets  taken  over  should  be  debited  to  the  respective 
accouids  and  the  total  credited  to  the  vnidors.  Similarly, 
liabilities  taken  over  should  be  credited  to  the  respective 
accounts,  and  the  total  debited  to  tiie  vendors. 

The  difference  between  these  totals  will  in  ordinary 
circumstances  be  the  price  payable  to  the  vendors  for  the 
business,  and  will  be  squared  by  the  pajmient  of  cash  or 
by  the  allotment  of  shares,  or  partly  by  the  payment  of 
cash  and  the  t>alance  by  allotment  of  shares,  all  as  pre- 
scribed in  the  agreement. 

In  cases  where  the  company  contracts  to  take  over  the 
business  as  at  a  date  prior  to  its  incorporation,  it  is  usual 
to  stipulate  for  the  vendors  receiving  interest  on  the 
pimAase*i»dce ;  the  amount  of  such  interest  will,  of  course, 
form  B  credit  to  the  veiKliHrs*  account. 

The  auditor  will  compare  such  entries  veiy  carefully 
with  the  vendors'  agreement,  the  prospectus,  and  the 
adoptive  agreement,  and  satisfy  himself  that  the  tenni  of 


these  have  been  adhered  to,  and  that  the  transaction  has 
been  correctly  recorded  in  the  company's  books  from  m 
bookkeeping  point  of  view. 

Where  a  business  is  taken  over  on  the  basis  of  a  Balance 
Sheet  made  up  at  a  certain  date,  it  is  the  usual  practice  to 
have  a  copy  of  the  Balance  Sheet  annexed  to  the  agree- 
ment ;  but  in  cases  where  this  has  not  been  done  the  auditor 
will  call  for  its  production,  and  see  that  the  opening  entries 
include  all  the  itecns  thraein,  after  giving  effect  to  any 
alterations  which  may  be  necessaiy  to  bring  it  into  con- 
formity with  the  tenns  of  sale  to  the  new  company. 

Though  it  is  not  a  matter  over  which  the  auditor  can 
exercise  any  control,  it  is  very  desirable  that  the  accounts 
opened  in  the  books  should  separate  the  assets  in  a  satis- 
factory and  convement  manner.  Freehold  Land  and  Build- 
ings and  Leasehold  Property  should,  as  far  as  possibly  be 
entered  in  separate  accounts,  as  it  may  be  necessary  to 
provide  for  depreciation  on  the  buildings,  vrtiile  in  the  case 
of  leasehold  i»operty  an  allowance  will  have  to  be  made 
annually  for  mdonption.  Goodwill  and  Patent  Rights 
should  be  in  separate  accounts,  as  the  latter  may  require 
writing  down.  Fixed  and  Loose  Plant  require  differential 
treatment  in  the  matter  of  depreciation.  As  regards  Capital 
and  Liabilities,  separate  accounts  riiould  be  opened  for 
each  class  of  share  capital  and  debentures  issued  by  the 
company;  whUe,  generally  speaking,  debts  secured  upon 
any  portion  of  the  company's  property  or  assets,  or  debts 
upon  which  interest  is  payable,  should  not  be  entered  along 
with  ordinary  trading  debts  of  the  company.  I  am  not,  of 
course,  referring  at  {wesent  to  the  manner  in  which  these 
assets  and  liabilities  riiouM  be  stated  in  the  Balance  Sheet, 
but  solely  to  the  desirability  of  having  the  accounts  opened 
in  the  books  in  such  a  way  that  assets  having  distinct 
[unctions,  distinct  natures,  and  requiring  distinct  methods 
of  treatment  will  not  be  mixed  up  together,  and  that 
liabilities  which  may  fall  to  be  ranked  in  widely  different 
ordec  will  not  be  classed  under  one  or  two  general  titles. 

When  dealing  with  the  opening  entries,  the  proper  appor- 
tionment  of  accruing  charges  at  the  date  of  transfer  as 
between  the  vendors  and  the  company  must  receive  atten* 
tion.  In  some  cases  it  is  provided  in  the  agreement  fhat 
the  apportsonment  ol  these  will  be  made  by  the  accotmtants 
acting  in  the  matter,  and  this  is  quite  a  satisfactory 
arrangement.  Where,  however,  no  provision  of  this  kind 
has  been  made,  the  ap[>ortionment  will  likely  be  made  by 
the  officials  of  the  company,  and  the  auditor  will  have  to 
see  that  it  has  been  carried  out  on  proper  lines. 

The  items  which  fall  to  be  i^)portioned  natunlly  vary 
with  circumstances  and  the  terms  of  agreement,  but 
generally  it  will  be  found  that  some  ^^lortionmeat  of 
wages  and  salaries  will  be  n9^i^mi^fi^9^0Sk&^m&«c 
will  vei7  seldom  happen  to  be  the  date  upon  wfaicn  wager 
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fall  to  be  paid.  The  vendors  fall  to  be  charged  with  aU 
wages  and  salaries  earned  by  employees  down  to  the  date 
of  transfer.  Rent,  Taxes,  and  Insaraace  have  to  be 
similarly  dealt  with ;  but  in  the  case  of  Taxes  and 
Insurance,  which  are  to  some  extent  prepaid,  the  vendors 
may  have  to  be  credited  with  the  proportion  applicable  to 
the  period  beyond  the  date  of  transfer  covered  by  the  pay- 
ments. The  vendors  will  also  be  entitled  to  credit  for  any 
proportion  of  rents  receivable  where  such  are  transferred. 
Rents,  it  is  now  settled,  fall  to  be  apportioned  according 
to  the  legal  terms  at  which  the  same  are  payable,  and  nui, 
as  was  at  one  time  supposed,  according  to  the  terms  of 
removal.  Rents,  tike  interest,  accrue  from  day  to  day  and 
fall  to  be  apportioned  accordingly.  The  apportionment  of 
interest  presents  no  difficulty,  but  the  auditor  will  see  that 
only  interest  on  loans  which  have  been  taken  over  is  taken 
into  accouat.  Whether  dividends  on  investments  taken 
over  fall  to  be  apportioned  as  between  the  veodors  and  the 
company  will  depend  upon  the  terms  of  the  contract,  but 
in  the  case  of  such  investments  being  acquired  by  the  com- 
pany cum  dividend  the  auditor  will  have  to  see  that  the 
proportion  of  dividend  accrued  at  date  of  purchase  is  not 
brought  into  the  Revenue  Account  of  the  company.  In 
auditing  the  vouchers  for  the  cash  payments  during  the 
early  months  of  the  company's  existence,  a  sharp  look-out 
should  be  kept  for  items  of  charges  which  may  undn  the 
agreement  be  payable  by  the  vendors,  and  which  have  been 
overlooked  in  the  apportioiunent. 

In  addition  to  seeing  that  all  the  assets  taken  over  are 
correctly  entered  in  the  books,  the  auditor  has  the  further 
important  duty  of  satisfying  himself,  so  far  as  he  can 
reasonably  be  expected  to  do  so,  that  such  assets  have  been 
properly  transferred  to  and  duly  vested  in  the  company. 

The  vesting  in  the  company  of  the  heritable  property 
taken  over  is  a  legal  formality,  involving  on  the  part  of 
anyone  wlio  is  called  upon  to  express  an  opinion  as  to  its 
validity  a  knowledge  of  conveyancing  which  no  accountant 
can  be  expected  to  possess. 

How  far  the  responsibility  of  the  auditor  may  extend  in 
a  matter  of  this  kind  has,  so  far  as  I  am  aware,  never  been 
ascertained,  but  it  is  reasonable  to  si4)pose  that  it  must  be 
confined  to  seeing  that  the  deeds  purporting  to  vest  the 
company  in  the  heritable  property  are  in  order  from  an 
accountant's  point  of  view.  He  should  see  that  the  dis- 
position in  favour  of  the  company  is  properly  signed  and 
recorded,  that  it  purports  to  convey  to  the  company  the 
ground  with  the  buildings  thereon  answering  the  descrip- 
tion given  in  the  agreement  and  prospectus,  but  it  surely 
cannot  be  supposed  that  the  auditor  would  be  held 
responsible  for  any  defect  in  the  titles,  or  for  any  mis- 
description of  the  property,  or  faulty  draftsmanship  in  the 
deeds  conveying  the  property  to  the  company  which  might 
afterwards  be  found  to  ^ist. 


In  addition  to  examining'  the  deeds  himself,  the  aaditor 
should,  where  possible,  obtain  a  certificate  from  the  law 
agents  of  the  company  that  they  hold  the  titles  on  behalf 
of  the  Company,  that  the  same  are  in  order,  and  that  the 
subjects  are  free  from  encumbrances  of  any  kind,  except 
such  as  are  known  or  declared.  Some  law  agents  object 
to  give  certificates  of  this  kind,  on  the  ground  that  they 
amount  to  a  guarantee,  but  generally  some  kind  of  certifi- 
cate can  be  obtained,  and  the  auditor  must  do  the  best  he 
can  in  the  circumstances. 

If  Patent  Rights  or  Trade  Marks  are  included  in  the 
assets  taken  over,  the  auditor  will  have  to  see  that  these 
have  been  properly  transferred  to  and  stand  in  the  name  of 
the  company. 

Fixed  Machinery  is  conveyed  by  deed  along  with  the 
Heritable  Property,  but  Movable  Plant,  Tools,  and  Stock- 
in-trade  pass  to  the  company  by  delivery.  Where  stocks 
are  lying  in  the  hands  of  neutral  storekeepers  or  third 
parties  delivery  orders  in  favour  of  the  company  should  be 
passed. 

With  regard  to  the  Book  Debts,  no  formality  is  as  a  rule 
necessary  to  complete  the  company's  title,  bat,  should  any 
diflSculty  arise  with  the  debtors,  an  intimation  from  the 
vendors  in  ^e  form  of  a  circular  will  be  sufficient  to  secure 
payment  to  the  company. 

Investments  in  stocks  or  shares  must  be  transferred  in 
the  ordinary  way,  and  the  auditor  will  see  the  certificates 
in  favour  of  the  cmnpany. 

The  liabilities  to  be  taken  over  will  be  verified  from  iht 
Balance  Sheet  of  the  vendors  and  the  agreement,  and 
special  care  is  necessary  in  seeing  that  the  company  is  not 
made  to  assume  liabilities  which  it  has  not  contracted  to 
discharge.  It  is  usually  agreed  that  the  benefit  and  burden 
all  contracts  are  to  pass  to  the  company.  The  auditor 
will  be  careful  to  see  that  such  contracts  as  have  resulted, 
or  are  likely  to  result,  in  profit  are  brought  in ;  while,  on 
the  other  hand,  where  contracts  have  resulted  in  loss,  the 
auditor  will  satisfy  himself  that  such  toss  on  a  sound  con- 
struction of  the  agreement  can  be  cfiarged  against  the  com- 
pany.  Included  among  the  current  contracts  are 
frequently  contrjicts  with  employees  and  a^nts  for 
services,  but  these  in  ordinary  circumstances  do  not  present 
any  difficulties.  They  will  be  used,  however,  by  the  auditor, 
when  necessary,  for  the  purpose  of  vouching  any  payments 
made  thereunder. 

With  regard  to  the  assets  taken  over,  the  awlitor  must 
ascertain  the  basis  upon  which  the  values  have  been 
arrived  at.  He  has  to  report  to  the  shareholders  whether 
in  his  opinion  the  Balance  Sheet  of  the  company  exhibits 
a  true  and  correct  view  of  tlie  state  of  the  company's  affairs, 
and,  before  he  expresses  such  an  opiou^Ui  he  must  exercise 
reasonable  caxe  and  skifJ^p^lfttft^jC^©^  does 
exhibit  such  a  view.  ^ 
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If,  as  is  generally  the  cas^  tiie  more  permanent  assets — 

such  as  Buildings,  Plant,  Machinery,  and  other  fixtures- 
have  been  valued  by  competent  valuators,  the  amounts  as 
certified  by  them  may  be  accepted  by  the  auditor,  after  a 
perusal  of  their  detailed  report ;  but  where  such  valuations 
have  not  been  obtained,  and  these  assets  (as  sometimes 
happens  in  small  companies)  are  taken  over  at  ihe  value 
at  which  they  stand  in  the  vendors'  books  or  Balance  Sheet, 
the  auditor  will  require  to  find  out  what  such  values  repre- 
sent, and  how  they  have  been  arrived  at.  This  involves  an 
inquiry  into  the  method  npoa  which  these  assets  have  been 
dealt  with  by  the  vendors  year  by  yeai  in  their  accounts. 

If  all  Repairs  and  Renewals  have  bten  rhatged  to 
Revenue,  and  a  reasonable  deduction  made  annually  for 
depreciation,  the  balances  brought  out  in  the  books  of  the 
vendors  will  in  all  probability  fairly  represent  the  value  of 
the  assets  to  a  going  business.  Where  practicable,  an 
inventory  of  the  fixed  plant  and  machinery  should  be  made 
up,  showing  the  cost  of  each,  machine,  the  cunount  written 
off  for  depreciation  since  the  date  of  purchase,  and 
the  balance  outstanding  at  the  date  of  transfw.  The 
total  of  such  balances  should,  of  course,  agree  with  tiie 
amonnt  at  debit  of  the  account  in  the  Ledger,  and  so  form 
a  check  upon  its  correctness.  This  inventory,  if  kept  up 
from  year  to  year,  is  of  great  assistance  to  the  officials  of 
the  company  and  to  the  auditor,  as,  should  it  be  necessary 
to  write  off  the  value  at  which  any  machine  which  has  been 
scrapped  or  otherwise  displaced  stands  in  the  books,  the 
value  is  obtained  at  once  from  the  inventory.  If,  therefore, 
upon  investigation  it  is  found  diat  the  Plant  and  Machinery 
Accounts  have  been  kept  upon  the  principle  of  charging  the 
cost  of  new  plant  and  machinery  to  Capital,  and  tiie  cost 
of  renewals  and  repairs  to  Revenue,  or  renewals  to  capital, 
after  writing  off  the  value  at  which  the  di^laced  machine 
stands  in  the  books,  and  if  it  has  been  the  custom  to  write 
ofi  annually  an  adequate  allowance  for  d^eciation  by 
reason  of  wear  and  tear,  the  auditor  sfhonld  be  satisfied. 
If,  on  the  other  hand,  the  accounts  have  not  been  k^t  in 
this  way,  and  the  auditor  is  of  opini<Mi  that  the  balances  in 
the  vendoi's'  books  are  larger  than  they  would  be  if  the 
accounts  had  been  kept  on  this  principle,  he  will  be  unable 
to  report  that  the  Balance  Sheet  exhibits  a  true  and  correct 
view  of  the  state  of  the  company's  affairs. 

The  account  in  the  books  of  the  vendors  representing  the 
h^table  property  should  be  examined  in  the  same  manner, 

and  the  principles  upon  which  the  value  of  such  property 
should  be  judged  by  the  auditor  for  the  purpose  of  his 
report  aie  the  same  as  in  the  case  of  plant  and  machinery. 

The  price  paid  by  the  company  for  goodwill  and  for 
patent  rights  (if  any)  will  be  fixed  by  the  agreement,  and 
snch  price  may  without  question  be  entered  in  the  com- 
pany's books  to  Um  debit  of  thes*  accoonts.   While  the 


auditor  may  have  his  own  opinions  as  to  whether  the  price 
is  a  fair  one  or  not,  looking  to  the  results  of  the  businessi 
I  do  not  think  he  is  cedled  upon  to  express  such  opinion, 
even  in  a  case  where  the  price  appears  to  him  to  be 
excessive. 

Goodwill  is  not  like  other  assets  in  the  sense  that  it 
ought  necessarily  to  appear  in  the  Balance  Sheet  in  accord- 
ance with  well  recognised  principles.  As  Professor 
Dicksee  says,  "  Hie  amount  at  which  goodwill  is  stated  in 
"a  Balance  Sheet  is  never  supposed  to  represent  either  its 
"  maximum  or  minimum  value ;  no  one  who  thought  of 
"purchasing  a  business  would  be  in  the  least  influenced  by 
"the  amount  at  which  the  goodwill  was  stated  in  the 
"  accounts ;  in  short,  the  amount  is  absolutely  meaningless 
"  except  as  an  indication  of  what  the  goodwill  may  have 
'  cost  in  the  first  instance." 

The  auditor  should  advise,  however,  that  the  amount  so 
paid  should  appear  as  a  separate  item  in  the  Balance 
Sheet,  and  should  not  be  mixed  up  with  other  assets,  as  is 
too  frequently  the  case. 

Thf  necessity  for  scrutinising  the  bads  upon  which  the 
assets  taken  over  have  been  valued  is  particularly 
apparent  in  the  case  of  stock-in-trade.  The  price  to  be 
paid  for  the  stock  will  be  stated  in  the  agreement  and 
prospectus,  and  that  amount  will  fall  to  be  dealt  with  in 
the  opening  entries. 

As  is  well  known,  the  basis  upon  which  stock-in-trade  is 
valued  at  the  beginning  and  end  of  the  financial  year 
respectively  has  an  important  effect  upon  the  trading 
results  of  the  year,  consequently  die  auditor  diould  see 
whether  stock  has  been  taken  on  the  same  lines  at  both 
periods,  and,  if  not,  he  must  ascertain  the  reason  for  the 
change  and  the  effect  snch  change  will  have  approximately 
upon  the  accounts  of  the  year.  The  auditor  should  inquire 
into  the  methods  upon  which  the  stocks  on  hand  at  date 
of  transfer  have  been  taken  and  valued,  and  he  should  as 
far  as  possible  test  the  accuracy  of  the  values.  This  may 
be  done  in  the  case  of  goods  purchased  by  looking  up  the 
invoices,  and  in  the  case  of  goods  of  the  vendors'  own 
manufacture  by  reference  to  Cost  Accounts,  or  by  any  other 
means  which  are  available.  The  proper  basis  for  stocks 
on  hand  readily  saleable  at  ordinary  prices  being  cost  or 
market  value,  whichever  is  lower,  the  auditor  should  form 
a  definite  opinion  as  to  how  far  the  stocks  taken  over  con- 
form to  that  ba.sis.  In  the  unlikely  event  of  the  stocks 
being  taken  over  at  prices  considerably  under  both  cost 
and  market  value,  he  should  be  careful  to  note  the  fact, 
as  in  turning  over  these  goods  a  profit  vrill  be  shown  in  the 
first  year  of  the  company's  trading,  which  will  be  dis- 
tinctly misleading  from  the  shareholJers'  point  of  view. 
If,  on  the  other  hand,  as  i^ more ^likej^^ ^tocks  are 
taken  over  above  rather  than  ulnller  we  proper  v^mT  to 
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wfakih  case  tfae  profits  of  the  fint  yw  will  be  under-atated, 

the  auditor  will  have  to  considei  whether  the  circomatances 
are  such  as  to  require  him  to  refer  to  the-  matter  in  his 
report. 

Having  tbus  satisfied  himself  (subject  to  the  Iknitation 
I  have  explained)  that  the  company  has  been  properly 
vested  in  the  heritable  sabjocts,  and  has  obtained  posses- 
sion of  all  the  movable  assets  to  which  it  is  entitled  under 
its  agvoements  with  the  vendors;  having  verified  the 
liabilities  tainn  over ;  having  seen  tiiat  the  opeoiag  entrieB 
are  in  order  from  a  bookkeeping  point  (rf  view;  and  having 
noted  the  basis  upon  which  the  value  of  the  different  assets 
taken  over  has  been  arrived  at,  the  auditor  has  exhausted 
the  special  points  which  call  for  attention  in  connection 
with  the  transfer  of  the  business. 

A  special  point  which  aoises  in  the  audit  of  a  first 
Balance  Sheet  of  every  limited  company  is,  of  course,  the 
varificalion  of  entries  in  the  books  relatii^  to  tfie  issae  of 
ahars  caftital  and  debentures.  Shares  issued  by  a  company 
may  be  divided  into  such  classes  as  may  be  authorised  by 
the  memorandum  of  association,  but,  speaking  generally, 
they  are  divided  into  preference  and  ordinary.  Preference 
shasea  may  be  defined  as  shares  entitled  to  cwtain 
priorities  over  ordinasy  ahares-^at  is  to  aay,  they  may 
be  preferable  either  as  to  capital  or  dividend,  or  both.  The 
dividend  on  preference  shares,  again,  may  be  stated  to  be 
cnmuiative,  the  effect  of  whdcb  is  that  any  deficiency  of 
diTidend  in  any  year  most  be  made  up  ont  of  the  profits  of 
future  years  before  the  ordinary  shardiolders  participate, 
but  opinions  seem  to  be  somewhat  divided  as  to  whether, 
in  a  case  where  the  dividend  is  not  expressly  stated  to  be 
cumulative,  such,  dividend  is  contingent  upon  the  profits  of 
the  particular  year  only,  or  whether  any  deficienqr  falls  to 
be  nude  up  out  of  future  profits.  Into  this  question  it  is 
not  necessary  that  I  should  enter,  but  the  auditor  should 
make  himself  acqnadnted  with  the  precise  rights  attaching 
to  preference  shares  in  each  particular  case,  the  rate  of 
dividend  tbay  are  to  carry,  whether  the  same  is  stated  to 
be  cumulative  or  not,  whetiiMr  thqr  are  entitled  to  par- 
ticipate in  profits  to  any  extent  beyond  tfae  fixed  rate,  and 
how  they  stand  in  a  winding-up. 

Ordinary  shares  are  sometimes  split  up  into  preferred 
ordinary  and  defwred  ordinary,  the  former  being  entitled 
to  certain  specified  rights  over  the  latter.  Where  this  is 
the  case  the  auditor  will  see  that  effect  is  given  to  it  in 
the  books  and  on  the  face  of  the  Balance  Sheet. 

Shares  of  any  description  may  be  issued  as  fully  paid, 
partly  paid,  or  subject  to  payment  of  the  whole  amount  in 
cash. 

Where  shares  are  issued  either  in  whole  or  in  part  for  a 

consideration  other  than  cash,  the  terms  of  Section  7  of  the 
Act  1900  have  to  be  complied  with,  which  provides  for  a 
contract  in  writing,  constituting  the  title  of  the  allottees  of 


such  shares  to  such  allotnent,  bdng  filed  with  tiie  R^ia* 

trar  of  Joint  Stock  Companies  wi^iin  one  month  after  the 
date  of  allotment ;  and  also  of  Section  10  (i)  («),  which  pro- 
vides that  the  number  and  amount  ol  shares  issued  or 
agreed  to  be  issued  as  fully  or  partly  paid  up  otherwise 
than  in  cash  mast  be  stated  in  tiie  prospectus.  The  aaditor 
should  satisfy  himself  that  these  provisions  have  been  com- 
plied with  in  all  cases  in  which  Glares  are  allotted  eithN 
fully  or  partly  paid. 

Where  shares  are  issued  subject  to  payment  of  the  wliole 
amount  in  cash,  the  duty  is  cast  upon  the  auditor  of  verify- 
ing the  cash  received,  and  we  shall  presently  consider  how 
this  dutjr  should  be  discharged.  In  the  first  places  faow^ 
ever,  the  auditor  should  verify  the  diare  cafatal  as  a  whole. 
The  total  capital  authorised  is  that  mentioned  in  the  memo- 
randum of  association,  with  wliich  the  company  is  regis- 
tered and  upon  which  stamp  duty  is  paid,  and  this  amount 
must  aot  be  exceeded.  The  total  capital  proposed  to  be 
issued  wilt  be  stated  in  the  pro^tectns.  This  may  be  the 
total  authorised,  or  any  less  amount,  as  it  is  quite  a 
common  practice  to  reserve  a  portion  of  the  authcmsed 
capital  for  issue  at  some  future  time.  The  amount  to  be 
issued  as  fully  or  partly  paid  otherwise  than  in  cash  will 
also  be  stated  in  the  prospectus,  and  will  be  vouched 
further  by  the  contracts  filed  in  accordance  with  Section  7 
of  the  1900  Act.  The  balance  of  the  capital  proposed  to  be 
issued  falls  to  be  paid  in  cash,  unless  a  mininMim  sab* 
scription  be  fixed  in  the  memorandum  and  named  in  the 
prospectns;  and  where  a  minimum  subscriptioa  is  fixed 
the  company  may  proceed  to  allotment  whenever  that 
iiw>im"Tn  is  reached,  otherwise  Ute  company  cannot 
proceed  to  allotment. 

W^en  shares  or  debentures  axt  offered  to  the  public  for 
subscription  applicants  for  shares  are  usually  directed  to 
send  their  applications  to  the  company's  bankers  with  a 
remittance  for  the  amonitt  payable  on  appHcatimi.  Tliis 
amount  must  not  be  less  than  5  per  cent,  of  the  nominal 
amount  of  each  share.  (Companies  Act,  1900,  Section  4 
(3].)  The  application  forms  are  obtained  by  the  company 
from  the  bankers,  and  entered  into  books  or  ^eats  having 
colimins  for  the  name  and  dengnation  of  the  ai^icant.  the 
number  of  shares  applied  for.  and  the  amount  paid  on 
applicatioD.  The  total  of  the  latter  column  will,  of  coarse, 
agree  with  the  amount  lodged  in  bank,  and  the  Bank  Book, 
certified  by  the  bank,  vrill  be  available  to  prove  it  Entries 
are  made  in  the  Ixx^  to  debit  the  bank  and  credit  Apf^i- 
caition  Accoant  with  the  total  amount  of  cash  received  on 
application.  When  the  directors  proceed  to  allotment  the 
number  of  shares  allotted  is  placed  in  a  separate  column 
opposite  the  name  of  each  applicant  who  is  to  receive  an 
allotment,  followed  by  a  column  f«L^e  amount  payable 
on  allotment.  Additioi^^iq^^^^^a^^pO^l^i^ded  to 
show  the  amounts  returnable  to  applican^wfao  hav* 
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received  no  alIotnieaits»  or  die  balances  which  are  avail- 
able  for  allotments  or  calls  in  the  case  of  applicants  vho 
receive  an  allotment  of  a  smaller  number  of  shares  titan 
the  number  applied  for.  In  the  first  audit  these  books  or 
sheets  must  be  checked  by  the  auditor  with  the  application 
forms  and  with  the  Bank  Pass  Books,  and  a^eed.  The 
allotments  will  be  verified  by  minutes  of  the  board,  or  by  a. 
certificate  on  the  Allobnmt  Book  signed  by  the  chairman, 
and  the  amount  paid  on  allotment  will  be  verified  by  the 
Bank  Pass  Book,  or  by  the  detached  portions  of  the  allot- 
ment lett«ra,  wbicb  axe  left  vrith  the  bank. 

The  details  may  vary  in  individual  caaes>  but  in  any 
event  the  auditor  has  to  satisfy  himself  that  the  amounts 
payable  on  application  and  allotntent  on  all  shares  of  the 
company  allotted  have  been  actually  paid  by  the  share- 
holders and  received  by  the  company.  Calls  have  to  be 
made  in  terms  of  the  articles  of  association  and  prospectus^ 
and  the  auditor  will  see  that  such  calls  as  have  beMi  made 
are  in  accordance  with  the  regulations  and  verify  the  cash 
received  in  the  same  way. 

The  auditor  mnst  also  compare  the  entries  in  the  list  of 
shares  allotted  or  Allotment  Book,  verified  as  previously 
mentioned,  and  the  cash  received  on  account  of  such  shares 
as  shown  by  the  Cash  Book,  with  the  Share  Register  of  the 
company,  and  see  that  the  total  shares  issued  and  the 
amomits  paid  thereon  at  the  date  of  balance,  as  ^wn  by 
the  Share  Registv,  agree  with  the  balances  of  the  various 
Share  Accounts  in  the  General  Ledger. 

The  remarks  which  I  have  made  with  regard  to  verifica- 
tion apply,  of  course,  to  debentures  as  well  as  to  shares, 
but  the  auditor  will  be  under  the  necessity  of  seeing,  as 
regards  debentures,  that  the  amount  issued  is  within  the 
borrowing  powers  of  the  company.  Debentures  may  be 
aecured  upon  the  herttaUe  property  and  fixed  assets  of  the 
company  (in  which  case  they  are  generally  described  as 
"  mortgage  debentures  "),  but  this,  though  a  usual,  is  not  an 
essential  condition.  Where  debentures  are  not  secured  by 
a  specific  charge  on  fixed  assets,  the  holders  are  in  the 
same  position  as  ordinary  creditors  of  the  company. 
Debentures  may  be  issued  at  par,  at  a  premium,  or  at  a 
discount:  they  may  be  redeemable  at  a  fixed  period  or 
they  may  be  irredeemable.  The  rate  of  intCTest  payable 
and  the  terms  as  to  redemption  (if  any)  are  specified  in  the 
trust  deed  and  prospectus. 

Whm  shares  and  debentures  are  issued  at  a  premium, 
how  should  such  premium  be  dealt  with  in,  the  accounts 
of  the  company? 

It  has  never  been  definitely  decided  that  it  is  illegal  to 
carry  auch  premiums  to  the  credit  of  Profit  and  Loss,  but 
it  would  be  extrraaely  inadvisable  to  do  so.  They  should 
be  carried  to  the  credit  of  a  Permaneot  Reserve  Account,  or 
they  may  quite  properly  be  used  for  writing  down  good- 
will, or  other  fixed  asseu  of  an  intangible  nature,  or  for 


writing  off  losses  on  Capital  Account,  or  they  may  b» 
applied  in  teems  of  the  prospectus  to  ezpenaes  of  issue. 

If  in  any  case  the  auditor  finds  audi  premiums  included 
in  the  sum  shown  as  available  for  division  he  mnst  make 
the  position  (juste  clear  to  the  shareholders  in  his  report. 

I  have  explained  that  shares  may  be  issued  at  what  to 
aff  intents  and  purposes  is  a  discount,  and  everyone  knows 
that  debentures  may  be  so  issued.  The  question  may  con- 
sequently arise,  in  the  first  aadit,  how  such  discounts  are 
to  be  dealt  with. 

In  the  case  of  both  shares  and  debentures  the  treatment 

the  discount  will  dt^wnd  on  cizcnmatances.  If  the  ddien- 
tures  are  redeemable  at  a  fixed  date  i»ovision  will  in  all 
probability  be  mode  by  the  company  for  repaying  the  same 
by  means  of  a  sinking  fund  or  otherwise.  When  such  is 
the  case  the  discount  will  eventaailly  diaaf^ar  from  the 
company's  accounts,  and  need  not  otherwise  bo  provided 
for.  Where,  however,  no  provision  is  made  for  repayment 
of  terminable  debentures,  or  if  the  debentures  are 
irredeemable,  the  discount  should  be  written  off  gradually. 
Padiaps  the  be^  way  would  be  to  regard  the  discount  as  an 
addition  to  interest,  on  the  principle  that  debentures  can 
usually  be  placed  at  par  if  the  rate  of  interest  is  high 
enough.  This  interest  would  be  made  a  charge  on 
Revenue,  and  the  difference  between  the  true  rato  and  the 
rate  payable  applied  in  writing  off  the  discount. 
Such  discount  may  also  be  written  off  by  what  is  known 
as  the  Annuity  Me4Jiod.  By  this  method  a  fixed  sum  is 
charged  to  Revenue  each  year,  which  in  a  given  nimiber  of 
years  will  write  off  the  discount  and  interest  theretm.  No 
general  rule  can  be  laid  down  either  as  to  the  number  of 
years  or  rate  of  interest  upion  which  the  calculation  should 
be  based,  but  both  should  be  fixed  having  regard  to  the 
rights  of  the  holders  of  securities  participating  in  the 
balance  of  revenue. 

If  the  discount  to  be  dealt  arises  on  an  issue  of  preference 
shares,  the  discount  shouM,  as  in  the  case  of  debentures, 
be  regarded  as  an  addition  to  interest,  or  written  off  by  the 
annuity  method. 

It  might  be  unfair  to  ordinary  shareholders  if  a  com- 
paratively  short  date  were  adopted,  unless  the  [Kofits  were 
sufficient  to  pay  in  addition  a  substantial  dividend  on  the 
ordinaiiy  shares,  in  which  case  surplus  profits  might  be 
applied  to  the  purpose.  When  the  discount  to  be  dealt 
with  arises  on  ordinary  shares,  it  should  be  wiped  out  by 
ai^ropriations  from  profits,  somewhat  after  tiie  manner  in 
wiuch  preliminary  expenses  are  disposed  of. 

Upon  a  public  issue  of  shares  or  debentures  a  brokerage 
is  usually  payable  to  brokers  and  agents  on  all  shares 
applied  for  through  their  agency.  This  brokerage  is  treated 
as  part  of  the  preliminary  expenses. 

It  almost  goes  without  saying  that  shares  and  deben- 
tures most  appear  In  the  Balance  Sheet  at  fac^alnes^ 


814 


THE   ACCOUNTANT        December  29,  1906. 


coDseqaently  any  discount  either  on  shares  or  debentures 
must  appear  under  a  squurate  heading  among  the  assets 
until  written  off. 

This  would  naturally  happen  with  shares,  as  the  ddscount 
must  be  paid  in  cash  in  terms  of  Section  8  of  the  Act  of 
1900;  but  in  the  case  of  debentures  issued  at  a  discount, 
only  the  net  cash  would  be  received  by  the  company,  and 
an  entry  must  be  made  in  the  books  crediting  Debenture 
Account  and  debiting  Debenture  Discount  Account  with 
the  discount.  The  auditor  will  satisfy  himself  that  the  rate 
ol  discount  paid  on  shares  is  authorised  by  the  articles  of 
association  of  the  company  and  disclosed  in  the 
prospectus. 

It  is  usual  to  show  upon  the  face  of  the  Balance  Sheet 
both  the  authorised  capital  and  the  subscribed  capital 
where  (tm  whole  capital  is  not  issued  or  subscribed,  and  in 
the  case  of  the  latter  only  the  amount  called  up  is  of  course 
extended.  If  calls  are  in  airear  at  the  date  of  balance,  the 
amount  of  such  may  either  be  shown  as  a  deduction  from 
the  capital  called  up  or  as  an  asset  on  tbt  other  side  the 
Balance  Sheet.  Calls  paid  in  advance  should  be  separately 
shown  under  the  beading  of  Capital,  as  interest  is  usually 
payable  upon  these.  Sums  paid  in  advance  of  calls  do  not, 
of  course,  rank  fox  dividend. 

Although  the  point  may  perhaps  be  somewhat  outwiith 
the  limits  of  my  subject,  it  may  be  mentioned  in  the  way  of 
general  information  which  an  auditor  should  possess  that 
in  compapies  which  have  adopted  ^e  wording  of  Article 
73  of  Table  "A,"  wiiich  provides  that  "directors  may,  with 
"  the  sanction  of  the  company  in  general  meeting,  declare 
"  a  dividend  to  the  members  in  proportion  to  their  shares," 
dividends  fall  to  be  divided  equally  among  all  share- 
holders, although  some  shares  may  be  paid  up  in  full  and 
others  only  partly  paid. 

Thus,  in  Oakbauk  Oil  Co,  v.  Cmm,  a  share  with  58.  paid 
was  held  entitled  to  Che  same  dividend  aa  a  share  with  £1 
paid.  In  companies,  however,  which  hereaftu  adopt  the 
wording  of  Article  98  of  the  new  Table  "  A,"  dividends  fall 
to  be  declared  and  paid  according  to  the  amounts  paid  on 
the  shares. 

If  shares  are  forfeited  for  non-payment  of  calls,  or  other 
reasons,  such  shares  should  be  deducted  from  the  issued 
capital  and  the  amounts  paid  thereon  set  out  as  a  separate 
item,  as  dividends  are  not  payable  thereon.  When 
reissued  they  should  again  be  included  as  part  of  the 
capital,  and  any  profit  arising  on  the  reissue  diould  be 
put  to  either  a  permanent  or  ordinary  reserve. 

Debentures,  as  I  have  said,  should  appear  in  the  Balance 
Sheet  at  the  face  value,  whether  they  have  been  issued  at  a 
discount  or  at  a  premium.  The  interest  due  or  accrued 
thereon  at  the  date  of  balance  should  always  appear  as  an 
addition  to  the  amount  borrowed,  as  the  interest  is  in  the 


same  position  as  regards  security  as  the  debentares 
themselves. 

The  directors  of  a  company  not  infrequently  find  it 

desirable  immediately  after  incorporation  to  malce  some 
additions  to  buildings  or  plant  and  machinery — indeed,  the 
company  may  really  owe  its  existence  to  the  necessity  for 
such  additions— consequently  capital  expenditare  may  be 
r^arded  as  one  of  the  special  points  which  fall  to  be  con- 
sidered by  the  auditor  in  the  first  audit. 

Bow  is  the  auditor  to  satisfy  himself  that  such  expendi- 
ture may  be  Intimately  carried  to  Capital  Account? 

Capital  expenditure  may  b©  defined  as — 

(1)  Expendituie  incurred  for  the  purpose  of  increasing 

the  earnii^  capacity  of  the  business ;  or 

(2)  Expenditure  on  permanent  property  or  assets,  the 

fruit  of  which  will  be  available  for  paying 
dividends;  or 

(3}  Items  of  outlay  which  are  additions  to  or  extensions 

of  property,  which  increase  thereby  the  pennanent 
value  or  influence  the  production. 

It  will  be  seen  from  a  consideration  of  these  definitions 
that  the  renewal  of  fixed  assets  worn  out  or  otherwise  dis- 
placed can  only  be  regarded  as  capital  expenditure  to  the 
extent  of  the  difference  (if  any)  between  the  amount  at 
which  the  displaced  assets  stood  in  the  books  and  the  cost 
of  the  new  assets. 

Thus,  if  an  old  building  is  pulled  down  and  a  new  one 
erected  in  its  place,  the  whole  expenditure  cannot  be 
capitalised  unless  the  amount  at  which  the  old  building 
stood  in  the  books  is  written  off  to  Profit  and  Loss. 

The  question  is  sometimes  raised  whether  interest  on 
money  employed  during  the  construction  of  works  can  be 
capitalised.  In  the  case  of  railway  and  other  Parlia- 
mentary companies,  provision  is  made  for  the  payment  of 
interest  during  construction,  and  such  intorest  does  not 
require  to  be  recouped  from  future  earnings.  I  know  of 
nothing  to  prevent  the  same  principle  being  followed  in 
the  case  of  a  limited  company,  provided  the  company  has 
itself  to  pay  interest  on  the  mon^  so  ettiidoyed,  but  a 
somewhat  anomalous  position  wotdd  arise  if  interest  on 
share  capital  were  debited.  Such  interest  would  naturally 
to  the  credit  of  Profit  and  Loss,  and  this,  it  seems  to 
me,  would  be  open  to  serious  objection. 

In  the  first  Balance  Sheet  of  nearly  every  company  the 
item  of  Preliminary  Expenses  is  met  with.  These  are 
expenses  incidental  to  the  registration  of  the  company,  the 
issue  of  the  prospectus,  the  obtainment  of  the  capital,  and 
the  vesting  of  the  company  in  the  assets  taken  over.  Pre- 
liminary Expenses  are  undoubtedly  of  the  nature  of  capital 
expenditure ;  but  inasmuch  as  they  are  of  no  value  to  the 
company  it  is  desirable,  and,  indeed,  almost  the  universal 
practice,  to  write  them  off  gradually  out  of  profits. 

It  would  in  most  cases  be  unfair  to  the  &rs(^eaf  to  write 
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them  off  at  once,  and  they  are  generally  spread  over  a 
period  varying  from  three  to  seven  years. 

The  auditor  has  no  power  to  compel  this  to  be  done,  but 
it  would  be  his  duty  in  any  year  in  which  no  provision  was 
made  for  reduction  of  Preliminary  Expenses  to  so  state  in 
his  report  to  the  shareholders. 

The  estimated  amount  of  Preliminary  Expenses  must  be 
stated  in  any  prospectus  which  is  issued  to  the  public 
within  one  year  of  the  date  at  which  the  company  is 
entitled  to  commence  business. 

Wheie  the  prospectus  estimate  is  found  to  be  exceeded, 
the  auditor  must  make  the  shareholders  aware  of  the  fact 
by  means  of  his  report. 

The  details  of  the  Preliminary  Expenses  must  be  care- 
fully scrutinised  for  the  purpose  of  seeing  that  they  are 
really  due  and  payable  by  the  company ;  that  no  sums 
included  therein  are  payable  by  the  vendors  under  their 
contract  with  the  company,  or  are  illegal  under  any  of  the 
sections  of  the  Acts. 

The  ordinary  brokerage  to  agents  and  others  on  share 
applications  by  clients  is  a  proper  charge  to  Preliminary 
Expenses.  Any  payments  to  persons  for  placing  shares,  or 
undertaking  to  apply  for  or  place  shares  are  illegal,  unless 
authorised  by  the  articles  and  disclosed  in  the  prospectus. 

On  the  matter  of  Freliminaiy  Expenses,  the  auditor  will 
satisfy  himself  that  there  is  no  inconsistency  between  the 
preliminary  agreement  and  the  prospectus.  Soch  an  incon- 
sistency is  not  unheard  of;  I  have  myself  had  experience 
of  it.  When  this  unfortilcately  happens  and  the  company 
has  been  saddled  with  preliminary  expenses,  which  accord- 
ing to  the  prospectus  should  be  borne  by  the  vendors,  the 
auditor  must  see  that  a  full  disclosure  of  the  wbole  circum- 
stances is  made  to  the  sharriiolders. 

When  a  company  is  formed  to  take  over  a  going  business 
as  at  a  date  some  time  prior  to  the  date  of  incorporation, 
it  is  generally  provided  that  the  profits  earned  from  and 
after  the  date  at  which  the  business  is  to  be  taken  over 
shall  belong  to  the  company. 

Such  an  arrangement  has  much  to  commend  it  on  the 
ground  of  convenience,  as  it  saves  the  necessity  for  taking 
m  balance  at  the  date  of  the  fonnation  of  the  company. 

Thus  a  company  formed  for  the  purpose  of  taking  over 
a  going  business  as  at  31st  December  may  be  registered  on 
31st  March,  and  authorised  to  commence  business  on 
30th  April.  In  the  audit  of  the  first  Balance  Sheet,  which 
we  vrill  assume  is  made  up  at  31st  December  following,  the 
results  for  a  full  year  fall  to  be  dealt  with,  although  the 
company  has  only  carried  on  business  for  eight  months. 
It  ifl  now  generally  recognised  that  the  proportion  of  profit 
earned  by  sudi  a  company  from  3i8t  December  to 
30th  April  is  not  available  for  division  among  the  share- 
holders in  the  form  of  dividend.  The  soundness  of  this 
view  is  not,  I  think,  open  to  donbt,  for  tiie  following 
reasons  :  — 

(i)  A  company  cannot  earn  profits  before  it  has  com- 
menced business. 


(2)  In  the  case  supposed  the  price  payable  by  the  com- 

pany for  the  business  at  31st  December  included 
the  right  to  all  profits  earned  after  that  date.  The 
profit  between  31st  December  and  3ath  April  is 
therefore  a  thing  bought  with,  and  paid  out  of.  the 
capital  of  the  company,  and  to  return  this  profit  in 
the  form  of  dividend  would  be  to  return  a  portion 
of  the  capital,  which  is  illegal. 

(3)  If  the  company  in  question  had  purchased  securities 

at  30th  April  inclusive  of  dividends  accrued  from 
31st  December  previously,  which  dividends  were 
payable  at  30th  June  and  31st  December  in  each 
year,  it  is  clear  at  common  law  that  the  proportion 
of  dividend  from  31st  December  to  30th  April, 
being  a  return  of  part  of  the  price,  could  not  be 
treated  as  revenue.  It  is  submitted  that  the  pur- 
chase of  a  going  business  at  30th  April  with  right 
to  the  profits  from  31st  December  is  in  exactly  the 
same  position. 

On  the  assumption  that  soch  profits  are  not  available  for 
division,  two  questions  arise  for  consideration  :  — 

(1)  How  is  the  proportion,  in  the  absence'of  a  Balance 

Sheet  at  30th  April,  to  be  arrived  at? 

In  ordinary  circumstances  it  is  thought  the  ends 
of  justice  will  be  met  by  considering  four-twelfths 
of  the  total  profit  for  the  year  as  not  available  for 
division.  In  other  cases  it  may  be  more  satisfac- 
tory to  apportion  the  profit  in  accordance  with  the 
turnover  of  the  business  for  the  respective  periods. 
In  exceptional  cases,  where  special  circumstances 
have  to  be  taken  into  account,  neither  of  the 
methods  I  have  mentioned  might  be  very  suitable, 
but  an  experiuiced  auditor  will  generally  be  able  to 
suggest  some  means  of  arriving  at  what  would  be  a 
fair  division. 

(2)  How  should  the  proportion  of  profit  not  available 

for  division  be  dealt  with  in  the  accounts? 

It  may,  of  course,  be  carried  to  the  credit  of  a 
permanent  Reserve  Account ;  but  if  the  agreement 
with  the  vendors  provides  for  the  payment  of 
interest  on  the  purciiase-price,  it  is  thcHigfat  that 
the  proportion  of  such  interest  far  the  period  from 
31st  December  to  30th  ^ril  may  not  improperly 
be  paid  out  of  such  profits,  or,  in  other  words, 
debited  to  the  Permanent  Reserve  Accotmt.  The 
balance  may  either  be  left  at  the  credit  of 
Permanent  Reserve,  or  it  may  with  propriety  be 
used  for  writing  down  intangible  assets,  or  meet> 
ing  any  losses  of  a  capital  nature  which  may  be 
sustained  by  the  company. 

If,  on  the  other  hand,  the  trading  of  the  first 
year  unfortunately  results  in  a  loss,  can  the  pro- 
portion of  such  loss  applicable  to  the  period  prior 
to  incorporation  be  debited  to  capital? 

It  may  be  argued  if  profits  prior  to  incorporation 
fall  to  be  capitalised,  losses  are  in  the  same 
position ;  that  a  company  cannot  make  losses 
before  it  has  commenced  business  any  more  than 
it  can  make  profits,  and  I  do  i^crt*m^hfHrbBch 
arguments  can  legallrbe  ratfi.^y  ^^^-^g"^ 
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On  tiie  other  hanA,  there  is  something  to  b«  said  for 
the  view  that  this  is  not  a  loss  of  capital.  The  capital 
snbscrihed  by  the  shareholders  may  be  sunk  in  an  enter* 
prise  and  lost  witihout  any  legal  obligation  on  the  company 
to  replace  it  out  of  profits.  But  is  the  loss  in  question  not 
a  loss  of  something  over  and  above  the  capital  so  sub- 
scribed? From  another  point  of  view  such  a  loss  may  be 
considered  a  loss  of  circulating  capital,  which  falls  to  be 
made  up  before  dividends  can  be  paid.  In  whatever  way 
the  matter  may  stand  l^ally  it  would  be  a  foolish  policy  to 
treat  such  a  loss  in  this  way,  and  the  auditor  should  advise 
that  the  total  loss  for  the  year  be  carried  forward  at  the 
debit  of  Profit  and  Loss  to  be  met  out  of  future  profits. 

Before  completing  tbe  audit  of  the  first  year's  accounts 
of  a  company,  I  think  it  well  fox  the  auditor  to  see  that 
such  books  of  reg^ry  as  are  prescribed  by  the  Companies 
Acts  are  being  kept  by  the  company.  These  are .-  — 

(i)  Raster  of  Members,  under  Section  25  of  1863  Act. 

(a)  Rc^ster'of  Directors,  under  Section  45  of  186a  Act. 

(3)  Register  of  Mortgages,  under  Section  43  of  1862  Act. 

(4)  Annual  List  of  Members,  under  Section  26  of  1863 

Act. 

(5)  Minute  Book,  under  Section  67  of  i86s  Act. 
Under  the  Act  of  1900,  Section  la,  Sub-section  3,  it  is 

provided  that  the  statutory  report  to  be  made  to  the  share- 
holders under  that  section  shall,  so  far  as  it  relates  to  the 
shares  allotted  by  the  company  and  to  the  cash  received 
in  respect  of  such  irtiares,  and  to  the  receipts  and  pasrments 
lof  the  company  on  Capital  Account,  be  certified  as  correct 
by  the  auditor  (if  any)  of  4he  company. 

This  is  a  special  point  which  may  arise  in  the  first  audit 
if  the  auditors  have  been  a{^inted  before  the  statutory 
meeting. 

The  statutory  report  and  CMtificate  must  be  in  the  form 
prescribed  for  tbe  purpose,  and  ttie  only  question  which 
I  think  has  given  rise  to  discussion  is  the  question  whether, 
in  addition  to  showing  fhe  shares  allotted  by  the  company 
and  the  cash  received  in  respect  of  such  shares,  the  report 
should  contain  the  corresponding  information  with  regard 
to  debentures.  The  wording  of  the  section  is  not  clear  on 
this  point,  but  the  concensus  of  opinion  seems  to  be  in 
favour  of  doing  so. 

Such,  gentlemen,  appear  to  me  to  be  the  principal  points 
of  a  special  character  whic4i  are  likely  to  arise  in  the  first 
audit  of  a  limited  company  formed  to  acquire  a  going 
business. 

Opinions  naturally  difier  as  to  the  best  method  of  deal- 
ing with  many  questions  which  arise  in  the  ordinary  course 

of  our  duties  as  auditors  of  public  companies,  and  the 
various  points  which  I  have  endeavoured  to  bring  under 
your  notice  this  evening  are  no  exception  to  the  general 
ule  in  this  re^ct. 


Your  President,  in  discussing  Oit  subject  Willi  me  some 
tinie  ago,  expressed  the  desire— the  importance  of  which  I 
fully  recognise— tiiat  such  remarks  as  I  felt  myself  able  to 
make  upon  it  should  be  framed  as  much  as  possible  with 
a  view  to  provoking  discussion  among  the  members  of  the 
Society,  in  itself  one  of  the  main  objects  the  Society  has 
been  established  t6  promote. 

WiUi  the  endeavour  to  do  so — however  imperfectly  I 
may  have  succeeded — I  have  combined  an  effort  to  present 
a  brief  sketch  of  the  procedure  involved  in  the  formation 
of  a  company,  and  the  ststutoiy  prDvisions  which  bear 
upon  the  duties  of  tfae  auditor  both  in  relation  to  such 
procedure  and  to  the  constMntion  of  the  company 
generally. 

I  do  not  pretend  tbat  in  either  of  these  directions  I  have 
in  any  way  exhausted  the  subject,  or  that  I  have  said,  or 
Ccin  say,  anything  that  has  not  been  said  b^ore,  but  if  I 
have  succeeded  in  throwing  new  light  upon  any  point, 
or  if  I  have  brought  home  with  additional  force  to  the 
minds  of  the  members  of  this  Society  the  great  responsi- 
bility which  rests  upon  auditors  in  dealing  with  the  first 
Balance  Sheet  of  a  limiited  company,  my  object  in  writing 
the  paper  will  be  fully  attained. 


An  interesting  discussion  followed,  and,  on  the  motion 
of  the  Chairman,  a  hear^  vote  of  thanks  was  accorded  to 
Mr.  Mitchell. 
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A  dministratlons* 

COURT   OF  APPEAL. 
June  13  and  22. 
(Before  Collins,  M.R.,  Cozbns-Hardy,  L.J.,  and 

GORELL  BaRNSS,  P.) 

Pearson  v.  Wllcock. 
C9tmty  Court-~Aimi»istrati<m  Ori$r~-jM^mnt  for  Debt 
Incnmd  StAuqimtly  to  OnUr — Stay  of  Bxteutio*  on 
Judgmtnl—Banhruptcy  Act,  1883  (46     47  Viet.  c.  jz), 
s.  112,  sub-ste.  5. 

Appeal  from  the  ju^ment  of  the  Divisional  Court  affirm- 
ing the  judgmuit  of  the  Judge  of  the  Bradford  County 

Court. 

In  June  1905  the  plaintiff  bad  obtained  judgment  against 
the  defendant  for  is.  id.  in  the  above-mentioned  County 
Court  for  groceries  supplied.  The  amount  of  the  judgment 
was  made  payable  by  Instalments  of  5s.  a  month.  The 
defendant  having  made  default  in  payment  of  the  second 
instalment,  the  whole  amount  of  the  judgment  debt  becune 
payable,  and  accordingly  execution  was  issued  in  October. 
The  bailiff  did  not  actually  enter  into  possession.  The 
defendant  then  made  an  application  for  a  stay  of  execution 
upon  the  ground  that  three  years  previously  an  adminis- 
tration order  had  been  obtained  by  him  under  section  laa  of 
the  Bankruptcy  Act,  i8S3,a  fact,  however,  which  had  never 
)ieen  communicated  and  which  was  unknown  to  the 
plaintiff.  The  payment  provided  under  the  administration 
order  was  the  sum  of  5s.  in  the  pound  on  the  debts,  which 
a  ".onnted  to  £33*  *nd  >uch  payment  was  to  be  at  the  rate 
of  4s.  a  month.  Subsection  5  of  section  122  of  the  Act 
of  1883  provides  that  during  the  continuance  of  the  order 


"  no  craditor  shall  have  any  remedy  ag^nst  the  person  or 

"property  of  the  debtor"  in  respect  of  a  scheduled  debt 
"  except  with  the  leave  of  that  Couqty  Court,  and  on  such 
"  terms  as  that  Court  may  impose  ;  and  any  County  Court 
"  or  inferior  Court  in  which  proceedings  are  pending  against 
"  the  dd>tor  in  respect  of  any  such  debt  shall  on  recaving 
"  notice  of  the  order  stay  the  proceedings." 

The  County  Court  Judge,  holding  that  subsection  5 
applies  to  all  credittm — that  is  to  say,  to  subsequent 
creditors  as  well  as  to  those  who  were  creditors  before  the 
date  of  the  order — granted  the  defendant's  application  for  a 
stay  of  execution. 

The  Divisional  Court  (Kennedy.  J.,  and  A.  T.  Lawrence,  J.), 
on  appeal,  affirmed  the  judgment  of  the  County  Court 
Judge. 

The  plaintiff  appealed. 

JUDGMENT. 

Their  Lordships  dismissed  the  appeal. 

(L.J.  440.) 


Bankruptcies  and  Insolvencies. 

CHANCERY  DIVISION. 
June  15. 
(Before  Buckley,  J.) 
Bradlleld  v.  The  Cheltenham  Oiurdlaiis. 

Gtiariian  of  tht  Poor—DisqtMlifieation  —  Cimpoaiiom  or 
Arrangmtnt  with  Creditors — Aimintstration  Order  i» 
County  Court— Bankruptcy  Aft,  1883  (46  &-  47  Vict.  c. 
jz),  s.  \2Z— Local  Government  Act,  1894  (56  £•  57  Vict. 

73).  »■  46(0(0. 
The  plaintiff  was  in  1904  elected  a--guardian  of  the 
Cheltenham  Union.  A  judgiQtt^JhjiynigiinfcO^l^ed 
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against  bim  in  tlu  County  Court,  he.  in  December  1905. 
xeqoested  that  Court  to  make  an  order  for  the  administra' 
tion  of  his  estate  under  the  provisions  of  section  123  of  the 
Bankruptcy  Act,  1883.  proposing  to  pay  loa.  in  the  pound. 
The  Conrt  made  an  order  to  that  effect.  The  defendant 
Board  of  Guardians  had  declared  bis  seat  vacant  and  held 
a  new  election,  on  the  ground  that  he  had  made  a  composi- 
tion or  arrangement  with  his  creditors  and  was  therefore 
disqualified  under  section  46  (i)  (c)  of  the  Local  Govern- 
ment Act,  1894.  The  plaintiff  brought  an  action  against 
them  for  a  declaration  that  lie  was  not  disquatifledi  and 
now  moved  for  an  injunction  restraining  the  defendants 
from  interfering  with  him  in  the  exercise  of  his  office  as  a 
guardian. 

lUDGllENT. 

Buckley,  J.f  said  that,  in  his  opinion,  the  proceedings 
under  section  iss  of  the  Bankruptcy  Act  were  a  statutory 
method  of  making  a  composition  with  creditors,  of  which 
the  plaintiff  had  availed  himself.  The  plaintiff  had  there- 
fore  made  a  composition  within  the  meaning  of  section  46 
(i)  {e)  of  the  Local  Government  Act,  and  was  disqualified 
from  teing  a  guardian. 

(L.J.  42s.) 


KING'S  BENCH  DIVISION. 
Jnne  25. 
(Before  Bigram,  J.) 
Rt  Klein  ;  tx  parte  Qoodwln. 

BttnkntpUv — Prtftrntiat  Claim — ConmtrcUl  Travelltr  Paid 
by  Salary  and  CommiuioH^Prtfiremlial  Paymtnts  im  Banli- 
mplcy  Act,  1888  (51  &•  32  Vict,  c,  61},  s.  i,  tub-sec. 
1(6). 

Motion  by  a  person  who  had  Iwen  employed  by  the 
bankmpt  as  a  commercial  traveller,  at  a  salary  and  com- 
mission, For  a  declaration  that  he  was  entitled  to  rank  as  a 
preferential  creditor  in  respect  of  commission  earned  within 
the  four  months  immediately  preceding  the  bankruptcy. 
The  applicant,  C.  H.  Goodwin,  had  been  in  the  bankrupt's 
employ  from  June  1904,  down  to  the  date  of  the  bankruptcy. 
He  had  been  paid  a  salary  of  £z  per  week  and  3  j  per  cent, 
commission  on  all  orders  obtained  by  him.  He  had  been 
in  the  habit  of  drawing  £2  los.  per  week  on  account  of 
salary  and  commission.  During  the  four  months  immediately 
preceding  the  bankruptcy  he  had  earned  commission  to  the 
amount  of  £2^  12s.  3d.,  which  sum  he  claimed  from  the 
trustee  as  "  wages  or  salary  "  within  sectioo  i,  sub-section 
I  (b),  of  the  Preferential  Payments  In  Bankruptcy  Act,  1688. 
The  trtistee  paid  the  applicant  salary  in  full  at  the  rate  of 
£9  per  week,  but  refused  to  admit  the  sum  claimed  fbr 
commission  as  a  preferential  claim,  and  would  only  allow 
him  to  prove  fisr  it. 


Bigham,  ].,  held  that  the  comminion  must  be  paid  in 
full  as  a  preferential  claim.  The  applicant  had  rendered 
services  for  which  he  was  entitled  to  be  paid  at  the  rale 
agreed.  The  fact  that  his  salary  was  payable  partly  by  a 
fixed  weekly  sum  and  partly  by  commission  made  it  none 
the  less  "salary"  within  the  meaning  of  the  Preferential 
Payments  Act,  1888.   Application  allowed. 

(30  S.J.  377  ) 


KING'S  BENCH  DIVISION. 
June  25. 
(Before  Bigham,  J.) 
St  Button ;  tx  parti  White  v.  Havaddc. 

Bankrupt^— Proptrty  0/  Bankrupt— Ordir  and  DUpositin— 
Rtputei  Ownership — Custom  of  Tradt—Dtaltrs  in  A  ntiqun 
—Bankruptcy  Act,  1883  (46  &•  47  Vict.  c.  52),  j.  44, 
tub-sec.  2  (ill). 

Application  by  the  trustee  for  a  declaration  that  a  number 
of  goods  found  upon  the  bankrupt's  premises  at  the  com- 
mencement of  the  bankruptcy  formed  part  of  the  propertjr 
of  the  bankrupt  divisible  among  his  creditors.  The  bankrupt 
had  carried  on  buuness  as  a  dealer  in  antiques.  The 
respondent  had  been  a  frequent  customer,  and  at  the  date 
of  the  commencement  of  the  bankruptcy  the  respondent  had 
about  ^700  worth  of  goods  on  the  bankrupt's  premises. 
Some  of  these  were  goods  which  the  respondent  bad  bought 
from  the  bankrupt  and  left  with  him  until  required,  othws 
were  goods  left  to  be  repaired,  others  left  with  the  bankmpt 
to  be  sold,  others  goods  which  the  bankrupt  had  bought  for 
the  respondent.  It  was  admitted  that  these  goods  were  all 
in  the  possession  of  the  bankrupt  with  the  consent  of  the 
respondent,  but  it  was  contended  that  there  was  a  custom 
of  trade  which  excluded  the  doctrine  of  reputed  owuersbip. 
The  custom  alleged  was  that  dealers  in  antiques  habitually 
have  among  their  stock  goods  belonging  to  other  persons 
and  left  with  them  to  be  sold.  Two  dealers  were  called  in 
support  of  this  contention,  hot  their  evidence  did  not 
amount  to  more  than  that  it  sometimes  h^ipois  that  people 
send  goods  to  them  to  be  sold. 

lUDOUBHT. 

Bigham,  J.,  held  that  the  attempt  to  prove  a  custom  must 
fail.  No  doubt  at  times  goods  were  sent  to  the  dealers  to  be 
sold,  but  that  was  not  sufficient  to  raise  a  presumption  that 
all  the  goods  in  the  shop  of  a  dealer  in  antiques  might  be 
the  property  of  other  persons  than  the  dealer.  Application 
allowed. 

(50S.J.  578.p^..^T.^ 
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Company  Law, 


CHANCERY  DIVISION. 
June  13. 
(Before  Buckley.  J.) 
In  n  The  Monmonthslilre  Steel  and  Tlnplate 
Co..  Um. 

Company — Reduction  of  Capital— Use  0/  Words  "and  Reduced" 
— Compdnits  Act,  1877  (40  S-  41  Vict.  c.  26),  s.  4. 

The  company  had  effected  a  redaction  of  capital  by  can- 
celling capital  lost  or  unrepresented  by  available  assets.  A 
petition  for  the  confirmation  of  the  reduction  had  been 
presented,  and  came  on  for  hearing  a  month  after 
presentation. 

Hon.  F.  Kussell,  for  the  petition,  asked  that  the  farther 

use  of  the  words  "and  Reduced  "  might  be  dispensed  with 
altogether,  as  in  In  re  Sumatra  Tobacco  Plantaiion  Com- 
pany (33  L.J.N.C.  406 ;  W.N.  (1898)  80),  since  tiie  company 
did  business  abroad. 

JODGUENT. 

Buckley,  J.,  directed  that  the  words  "and  Reduced" 
should  be  used  for  a  further  period  of  one  month  only. 
{L.J.  4«.) 


CHANCERY  DIVISION. 
June  13. 

(Before  Buckley,  J.) 

In  rt  The  Irish  Club  Co.,  Um. 

Company  —  Winding-up — Company  Limittd  by  Gnanmtn — 
Debentures— Charge  on  all  Assets  of  Company — Capital  to 
be  Contributed  only  on  Winding-up. 

Petition  by  creditor  for  a  winding-up  order. 

The  company  was  one  limited  by  guarantee,  not  by 
shares.  It  was  alleged  that  the  amount  of  the  debentures 
which  had  been  issued,  and  which  constituted  a  charge  on 
all  the  assets  of  the  company,  present  and  future,  exceeded 
the  assets  of  the  company,  and  that  there  would  therefore 
be  no  assets  to  wind  up. 

The  liability  of  the  members  under  the  memorandum  of 
association  was  to  contribute  such  sum  as  might  be 
requiredj  not  exceeding  jQ^,  in  the  event  of  the  company 
being  wound  up  during  their  membership  or  within  a  year 
afterwards,  towards  the  payment  of  the  debts  and  liabili- 
ties of  the  company  and  the  expenses  of  winding  up,  and 
for  the  adjustment  of  the  rights  of  the  contributories. 

T.  T.  Methold,  for  the  petition,  argued  that  as  the 
liability  of  members  was  of  this  character  the  capital  was 
of  the  same  nature  as  share  capital,  which  could  only  be 
called  up  in  the  event  of  winding-up,  and  on  which  it  had 
been  held  in  In  re  The  Mayfair  Property  Company  (67 
LJ.  Rep.  Ch.  337  ;  L.R.  (1898)  a  Ch.-28)  that  a  charge  could 
not  be  created. 


JUDGUEKT. 

Buckley,  J.,  considered  that  the  principle  of  In  rt  T)u 
Mayfair  Proferty  Company  applied,  and  made  a  winding- 
up  order. 

(L.J.422.) 


CHANCERY  DIVISION, 

June  27. 
(Before  Bdcklby,  J.) 

Newton  v.  Blnnlncham  Small  Arms 

Company,  LIm. 

Company — Inttrnal  (or  Secret)  Reserve  —  Restriction  of 
AnHtor's  Duty  to  R^ort  to  Skankoldtrs—Compania  Act, 
1900.  sees.  21-23 — Volidity  of  Articles—Injunction. 

This  was  the  trial  of  an  action  brought  by  Sir  A.  J. 
Newton,  suing  on  behalf  of  the  shareholders  of  the  defendant 
company,  against  the  company,  claiming  a  declaration  that 
a  special  resolatton  passed  and  confirmed  in  January  and 
February,  purporting  to  alter  the  company's  articles  of 
association  by  inserting  provisions  therein  for  an  internal 
reserve  fund,  was  «/M  vires  and  invalid,  and  an  injunction 
to  restrain  the  company  and  its  directors  from  acting  on 
such  resolution.  The  new  article  objected  to  was  so  far  as 
material  as  follows :—"  In  addition  aod  without  prejudice  to 
"  Articles  132  and  133"  [which  related  to  the  formation  of 
and  dealing  with  a  reserve  fund]  *'  the  directors  may  in  any 
"  year  in  which  they  shall  recommend  a  dividend  to  be  paid 
"  on  the  ordinary  shares  ...  of  Dot  less  than  10  per 
"  cent,  on  the  amount  paid  up  thereon  set  aside  (without 
"  disclosing  the  fact)  out  of  the  earnings  or  profits  in  such 
"  year  remtuning  after  providing  the  amounts  necessary  to 
"  pay  the  dividends  payable  on  preference  shares  and  the 
"dividend  which  they  recommend  on  the  ordinary  shares 
"  such  a  sum  as  they  may  deem  necessary  or  desirable  in 
"  the  interest  of  the  company  as  an  internal  reserve  fund,  or 
"  as  an  addition  to  such  internal  reserve  fuod  when  formed, 
"  which  internal  reserve  fund  shall  be  held  upon  the  terms 

and  for  the  purposes  following,  that  is  to  say— (a)  The 
"  internal  reserve  fund  shall  be  separate  from  the  reserve 
"  fund  under  Article  132,  and  need  not  be  shown  or  disclosed 
"  by  the  Balance  Sheet,  and  the  directors  need  not  give  any 
"information  to  the  shareholders  as  to  the  amount,  invest- 
"  ment,  or  application  thereof,  or  otherwise  in  relation 
"  thereto,  either  in  their  report  or  otherwise,  (i)  Such 
"  internal  reserve  fund  may  be  invested  upon  such  invest- 
"ments  (other  than  the  shares  of  the  company)  as  the 
"directors  may  in  their  absolute  discretion  think  fit, 
"  without  their  bung  liable  for  any  depreciation  of  or  loss 
"in  consequence  of  such  investments.  ,  .  .  {c)  Such 
"  internal  reserve  fund  may  be  used  and  applied  at  the  dia> 
"cretion  of  the  directors  ^^'□^^^^''^^'^^^^(^Dj^'}^'' 
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"ordinary  reserve  fund  is  available,  or  for  any  purposes 
"  which  the  directors  in  their  absolute  discretion  may  con- 
"sider  will  serve,  protect,  or  advance  the  interests  of  the 
"company,  or  preserve  or  promote  the  value  of  the  under- 
"  taking,  assets,  or  goodwill  of  the  company,  (d)  The 
"  directors  shall  disclose  the  internal  reserve  fund  and  the 
"amount  thereof,  and  all  additions  thereto,  and  all  other 
"particulars  in  respect  of  the  said  fund  to  the  auditors  of 
"the  company  appointed  by  the  shareholders,  whose  duty 
"shall  be  to  see  that  the  same  is  applied  for  the  purposes 
"  of  the  company  in  accordance  with  the  provisions  herein- 
"  before  contained,  bat  not  to  disclose  any  information 
"with  regard  to  the  same  to  the  shareholders  or 
"otherwise." 

Mr.  Buckmaster,  K.C.,  and  Mr.  H.  K.  Newton,  for  the 
plaintiffs,  contended  that  the  new  article  was  tncoasistent 
with  the  duties  as  to  auditing  a  company's  accounts  under 
aection  23  of  the  Companies  Act,  1900.  The  section  was 
almost  an  embodiment  of  the  provisions  of  section  7  of  the 
Companies  Act,  1879,  with  reference  to  the  audit  of  accounts 
of  limited  banking  companies.  The  first  qnestion  was,  What 
would  the  new  article  enable  the  directors  to  do?  They 
could  create  an  internal  reserve  as  to  which  there  was  no 
supervision,  and  might  use  it  as  they  thought  fit. 

Mr.  Justice  Buckley  suggested  that  it  was  anthorising  the 
directors  to  use  a  secret  service  fund — a  thing  which  was  not 
unknown. 

Counsel,  continuing,  said  that  perhaps  such  a  fund  had  In 
times  past  been  used  for  ptirposes  which  would  be  wrong  in 
the  case  of  a  private  individual.  As  regards  companies, 
however,  which  were  not  banking  companies,  before  the  Act 
of  1900  there  was  no  statutory  requirement  as  to  auditing. 
But  apart  from  statute,  the  shareholders  could  insist  on  the 
directors'  proper  management  of  the  company's  affairs,  and 
had  the  right  to  have  accounts  so  that  they  might  ascertain 
whether  the  maoagement  had  been  properly  conducted.  In 
In  n  Fortst  of  Dtan  Coal  Mining  Company  {10  Ch.D.  450)  Sir 
George  Jessel  had  defined  the  position  of  directors,  saying  :— 
"  Directors  have  sometimes  been  called  trustees,  or  com- 
"  mercial  trustees,  and  sometlmee  they  have  been  called 
' '  managing  partners ;  it  does  not  much  matter  what  yon  call 
"  them  so  long  as  you  understand  what  their  true  position  is, 
**  which  is  that  they  are  really  commercial  men  managing  a 
"  trading  concern  for  the  benefit  of  themselves  and  of  all  the 
"  other  shareholders  in  it."  Statutory  rights  of  shareholders 
inch  as  the  r^ht  to  petition  lor  winding-up,  and  the  right  to 
dissent  and  be  paid  out  on  a  reconstruction,  could  not  be 
excluded  or  limitecl  by  the  company's  articles.  I»  re  Ptveril 
Gold  Mitus  (1896,  I  Ch.,  122) :  Payn$  v.  Tht  Cork  Company 
(1900, 1  Ch.,  308).  Nor  could  the  statutory  right  to  have 
proper  information  under  secticHi  23  of  the  Act  of  1900  be 
excluded  by  those  means.  Section  21  of  the  Act  required 
the  shareholders  at  each  annual  meeting  to  ^>point  an 
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auditor,  and  if  that  was  not  done  one  shareholder  could  ask 
the  Board  of  Trade  to  appoint  an  auditor.  Under  section 
23  the  auditor  had  to  report  and  certify,  and  it  was  not  open 
to  the  company  by  its  articles  to  compel  an  auditor  to 
commit  a  misdemeanour  by  disobeying  the  section.  The 
new  article  was  nllra  vires  and  ought  not  to  be  allowed  to  be 
acted  on. 

Sir  Robert  Finlay.  K.C.,  and  Mr.  R.  J.  Parker,  lor  the 
company,  said  that  to  a  great  extent  the  principles  put 
forward  were  not  disputed.  But  there  was  no  attempt  to 
make  the  auditors  neglect  their  duty.  The  question  was 
whether  there  was  anything  in  the  new  articles  inconsistent 
with  section  23  of  the  Act  of  1900  and  the  duties  thereby 
imposed.  Before  that  Act  there  was  no  statutory  require- 
ment as  to  Balance  Sheets.  Section  23  did  not  require  a 
Balance  Sheet.  It  said  that  the  auditors  must  sign  a  certi- 
ficate at  the  foot  of  the  Balance  Sheet,  and  must  report  on 
"  every  Balance  Sheet  lud  before  the  company  " ;  but  the 
article  did  not  prevent  the  auditors  from  correctly  certifying 
and  reporting.  The  object  of  the  article  was  to  prevent 
information  going  out  which  might  injure  the  company  and 
help  other  concerns.  It  might  not  be  expedient  either 
to  show  that  a  loss  had  been  made  on  some  branch  of  busi- 
ness, or  that  even  large  profits  had  been  made.  Nor  was  it 
de^rable  to  pay  away  to  shareholders  everything  which 
might  be  distributable  as  dividend  without  laying  by  some- 
thing for  a  r^ny  day.  It  was  only  proposed  to  do,  with  the 
assent  of  the  shareholders,  what  was  done  every  day  with- 
oyt  their  assent.  It  was  well  known  that  there  was  a 
practice  of  writing  down  the  value  of  assets  so  as  to  show  a 
smaller  margin  for  dividends.  Each  shareholder  joined  the 
company  on  the  assumption  that  his  rights  might  be  altered 
by  means  of  an  alteration  of  articles.  Their  right  to  have 
a  Balance  Sheet  depended  on  the  articles,  and  if  a  Balance 
Sheet  might  be  wholly  dispensed  with  it  might  be  dispoued 
with  in  part.  An  auditor  might  say  that  on  ninety-nine 
points  the  Balance  Sheet  was  right,  Iwt  that  on  the 
hundredth  point  it  did  not  give  any  information,  because 
the  shareholders  were  precluded  by  the  articles  from 
requiring  that  information.  As  regards  rights  which  were 
not  statutory,  these  might  be  controlled  by  the  articles. 

JUDGHBHT. 

Mr.  Justice  Buckley  delivered  judgment  as  follows 
In  February  last  this  company  passed  special  resolu- 
tions the  short  substance  of  which  is  that  the  directors 
may,  under  defined  circumstances,  set  aside  (without  dis- 
closing the  fact)  out  of  the  profits  sums  to  form  an  '*  internal 
reserve  fund" — a  sort  of  secret  service  fund — and  that 
this  fund  need  not  be  shown  in  or  disclosed  by  the  Balance 
Sheet  and  no  informatitm  need  be  given  to  the  shareht^ders 
as  to  its  amount,  investment,  or  application :  that  the 
directors  may  invest  it  fs  they  may  think  fit  withoat  b«ng 

liable  for  loss  in  consequence  of  suclvifivestment^l  that  they 
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may  apply  it  for  any  purposes  wbich  tfaey  consider  will 
advance  the  interests  of  the  company  ;  and  that,  while  the 
particulars  as  to  this  fond  are  to  be  disclosed  to  the  auditors, 
it  is  to  be  the  auditors'  duty  not  to  disclose  any  information 
with  r^rd  to  it  to  the  shareholders  or  otherwise.  The 
question  for  decision  is  whether,  having  regard  to  sections 
21  to  23  of  the  Companies  Act,  1900,  these  special  resolu- 
tions aiz  ultra  vins.  The  Companies  Act,  1862,  was  silent 
as  to  accounts.  Table  A  (which  the  company  might  or 
might  not  adopt,  as  it  chose)  contained  provisions  on  the 
subject,  but  otherwise  the  Act  left  the  matter  untouched, 
relying,  no  doubt,  upon  the  application  of  the  ordinary 
piiaciples  applicable  as  between  partners  and  proceeding 
upon  the  footing  that  the  members  of  a  company  under  the 
Act  are  partners  in  a  special  sort  of  partnership  modified 
and  governed  by  statutory  provisions.  The  Companies  Act, 
1879,  section  7,  contained,  for  the  first  time,  provisions  as 
to  audit  of  accounts,  and  was  confined  to  banking  com- 
panies registered  after  1879  as  limited  companies.  The 
Companies  Act,  1900,  sections  21  to  23,  for  the  first  time 
contained  provisions  as  to  the  audit  of  the  accounts  of  other 
companies  under  these  Acts.  Theprovisionsof  theActof  1879 
and  thoseof  the  Actof  1900  arecloseIysimilar,tbouKh  not  the 
same ;  so  similar,  indeed,  as  that  the  reason  for  the  difierence 
is  hard  to  see.  The  principal  differences  that  I  trace  are 
that  the  Act  of  1879  does,  while  the  Act  of  1900  does  not, 
provide  affirmatively  for  an  annual  audit,  and  that  the  Act 
of  1879  does,  while  the  Act  of  igoo  does  not,  provide 
that  if  there  Is  no  auditor  a  meeting  shall  be  forthwith 
called  to  elect  an  auditor.  As  regards  the  former  of  the 
difliBrences,  I  think  that  the  Act  of  1900  (though  it  does  not 
do  so  expressly)  yet  does  impliedly  provide  for  an  annual 
audit.  Section  ai,  sub-section  i,  requires  the  annual 
appointment  of  an  auditor  to  hold  office  for  one  year,  and 
the  Act  contemplates -that  he  will  audit  during  his  tenure  of 
office.  There  will  thns  resnlt  an  annual  audit.  As  regards 
the  latter  diSerence,  X  find  that  section  21,  sub-section  3, 
provides  for  the  appointment  of  an  auditor  by  the  Board  of 
Trade  on  the  application  of  any  member  in  case  an  auditor 
has  not  been  appointed  at  the  annual  meeting.  Neither 
statute  contains  any  provinon  in  favour  of  the  public 
in  the  matter  of  publication  of  the  accounts.  The 
two  statutes  really  do  not  differ,  I  think,  in  sub- 
stance in  their  result.  The  question  is  how  far  the 
Act  of  1900  goes  in  requiring  for  the  protection  of .  the 
members  that  the  accounts  shall  be  open  to  audit  and  that 
the  report  on  them  shall  be  made  to  the  members.  The 
defendants  do  not  dispute  that,  if  and  so  far  as  the  special 
resolutions  are  inconsistent  with  the  Act,  it  is  the  Act  which 
most  prevail.  The  concluding  sentence  of  section  23 
requires  that  the  anditor  shall  state  whether  the  Balance 
Sheet  exhibits  a  true  and  correct  view  of  the  state  of  the 
company's  affiurs  as  shown  by  the  books.  Sir  Robert  Finlay 


argued  that  these  words  are  satisfied  if  the  auditors  report  that 
the  Balance  Sheet  does  not  exhibit  a  true  view  and  that  the 
statute  does  not,  in  these  words,  say  that  they  shall  report 
what  is  the  true  view.  This  is  logically  true  as  regards  the 
language,  but,  in  my  judgment,  the  statute  is  saved  from  the 
reproach  of  having  achieved  no  more  than  this  impotent 
result  by  words  earlier  in  that  section,  which  provide  that 
the  auditors  are  to  report  to  the  shareholders  on  the 
accounts.  A  report  upon  the  accounts  involves  a  report 
of  the  result  of  the  accounts,  and  this  necessarily  involves, 
as  matter  of  substance  if  not  of  form,  the  statement  of  a 
Balance  Sheet  or  the  equiveUent  of  a  Balance  Sheet.  There 
are,  I  agree,  in  the  Act  of  1900  no  affirmative  words  to  the 
effect  of  what  I  am  about  to  state,  but  I  think  the  language 
of  the  Act  is  sufficient  to  show  that  by  implication  it 
requires  that  there  shall  be  annually  an  audit  of  accounts 
resulting  in  a  Balance.  Sheet,  to  the  accuracy  of  which  the 
auditors  shall  speak.  The  special  resolutions  in  the  pment 
case  provide  that  the  Balance  Sheet  sball  not  disclose  the 
internal  reserve  fund.  It  must  therefore  omit  on  the 
assets'  side  of  the  Balance  Sheet  the  assets  which  make  up 
the  amount  standing  to  the  credit  of  that  fund  and  the 
contra,  item— namely,  the  credit  balance  of  the  fund — on  the 
liability  side.  The  result  will  be  to  show  the  financial 
position  of  the  company  to  be  not  as  good  as  in  fact  it  is. 
If  the  Balance  Sheet  be  so  worded  as  to  show  that  there  is 
an  undisclosed  asset,  the  existence  of  which  makes  the 
financial  position  better  than  shown,  such  a  Balance  Sheet 
will  not,  in  my  judgment,  be  necessarily  inconsistent  with 
the  Act  of  Parliament.  Assets  are  often,  by  reason  of 
prudence,  estimated,  and  stated  to  be  estimated,  at  less  than 
their  probably  real  value.  The  pnrp(»e  of  the  Balance 
Sheet  is  primarily  to  show  that  the  financial  podtion  of  the 
company  is  at  least  as  good  as  there  stated,  not  to  show  that 
it  is  not  or  may  not  be  belter.  The  provision  as  to  not  dis- 
closing the  internal  reserve  fund  in  the  Balance  Sheet  is 
not,  I  think,  necessarily  fatal  to  the  special  resbluticns. 
The  Act,  however,  provides  that  the  anditors  shall  report 
to  the  shareholders  on  the  accounts  examined  by  them. 
These  auditors  will  examine,  among  others,  the  accounts  of  the 
internal  reserve  fund.  A  principal  question  in  this  case,  I 
think,  is  whether  it  is  a  compliance  with  these  words  of 
the  Act  that  the,  auditors  shall  report  that  they  have 
examined  the  accounts  as  to  the  internal  reserve  fund,  that 
they  are  satisfied  with  them,  and  that  the  funds  have  been 
employed  in  manner  authorised  by  the  company's  regula- 
tions, or  whether  there  will  be  default  in  complying  with  the 
Act  if  they  do  not  go  on  to  say  bow  the  fund  has  been 
employed.  In  my  judgment  such  a  report  would  be  a 
sufficient  report  within  the  Act  if  the  auditor  is  bond  fide 
satisfied  that  in  making  this  report,  and  nothing  further,  he 
is  truly  reporting  as  to  "the  true  and  correct  view  of  the 
state  of  the  company's  afiairs."  But  tha^sipecial  resolutions 
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do  not  stop  there.  They  provide  that  it  shall  be  the  duty  of 
the  auditor  not  to  disclose  any  information  with  regard  to 
this  fund  to  the  shareholders  or  otherwise.  It  is,  I  think, 
inconsistent  with  the  Act  of  Parliament  that  the  auditor  shall 
be  bound,  even  when  he  thinJts  that  the  true  state  of  the 
company's  affairs  is  affected  by  facts  relating  to  the  internal 
reserve  fund,  to  withhold  all  information  with  regard  to 
the  same  from  the  shareholders.  If,  for  instance,  the 
directors  had  invested  the  loteraal  reserve  fand  upon 
investments  which  might  involve  the  company  nader  certain 
circumstances  in  enormous  loss,  the  Act,  I  think,  requires 
that  the  auditor  shall  be  at  liberty  and  be  bound  to  report 
that  fact.  In  reporting  upon  the  accounts  submitted  to  them 
the  auditors  do  not,  of  course,  report  as  to  the  details  of  the 
accounts  to  which  they  find  no  cause  to  take  exception. 
Their  duty  is  to  call  attention  to  that  which  is  wrong,  not  to 
condescend  upon  all  the  details  of  that  which  is  right.  It  is, 
I  think,  competent  to  the  statutory  majority  of  the  share- 
holders to  say  that  as  to  particulars  items  of  thur  business 
it  is  to  the  interest  of  the  corporation  that  there  shall  be 
secrecy,  and  that  the  auditors,  who  must  for  the  purposes 
of  their  audit  know  all  such  details,  shall  not,  unless  their 
duty  under  the  statute  requires  it,  disclose  such  detaib  to 
the  members.  There  is  no  su^estion  in  this  case  that  these 
clauses  are  intended  to  be  used  for  any  other  than  a 
legitimate  purpose.  Those  who  are  engs^ed  in  commerce 
are  familiar  with  the  fact  that  undue  publicity  as  ngards  the 
details  of  their  trade,  or  as  to  the  financial  arrangements, 
may  often  be  injurious  to  traders,  having  r^rd  to  the 
rivalry  of  competitors  in  trade,  to  complications  sometimes 
arising  from  strained  relations  between  capital  and  labour, 
and  the  like.  There  are  legitimate  reasons  for  ensuring 
secrecy  to  a  proper  extent.  It  is  not,  I  think,  necessary,  nor, 
having  regard  to  the  great  utility  of  these  Acts,  is  it  desir- 
able to  expose  persons  who  trade  under  these  Acts,  to  the 
necessities  of  a  publicity  from  which  their  competitors  are 
free  unless  such  publicity  is  required  to  ensure  commercial 
integrity.  I  am  not  disposed  to  look  too  closely  for  reasons 
why  I  should  find  clanses  such  as  these  to  be  Inconsistent 
with  the  Act  if  I  see  that  the  true  purpose  of  the  Act  is 
satisfied.  I  think,  however,  these  special  resolutions  go  too 
far.  Any  regulations  which  preclude  the  auditors  from 
availing  themselves  of  all  the  information  to  which  under 
the  Act  they  are  entitled  as  material  for  the  report  which 
under  the  Act  they  are  to  make  as  to  the  true  and  correct 
state  of  the  company's  afiairs,  are,  I  think,  inconsistent  with 
the  Act.  The  defendants  have  left  me  in  some  doubt  as  to 
the  exact  position  which  they  take  np  in  the  matter.  They 
have  de^red  to  obtain  the  opinion  of  the  Court  upon  the 
general  question  under  the  Act.  They  are  entitled  to  do  so, 
and  this  judgment,  I  hope,  will  put  them  in  possession  of 
my  views  on  the  subject,  but  I  am  not  clear  whether  they 
threaten  and  intend  to  act  upon  the  resolutions  as  they 


stand.  They  say,  truly,  tliat  as  r^^s  the  details  of  the 
resolutions,  when  they  know  the  view  of  the  Court  upon  the 
Act  of  Parliament,  they  can  by  further  special  resolutions 
alter  their  scheme  so  as  to  make  it  consistent  with  tliat  view. 
There  are  no  pleadiogs,  so  that  it  is  only  from  the  attitude 
of  the  defendants  at  tiie  Bar  that  I  can  asoertun  whether 
they  threaten  and  intend  to  do  the  act  against  which  an 
injunction  is  sought.  It  is  not  according  to  the  practice  of 
the  Court  to  enjoin  an  act  unless  the  defendants  threaten 
and  intend  to  do  it.  I  pntpone,  thereffire,  for  the  moment 
the  question  of  the  exact  form  of  the  order  so  that  1  may 
hear  what  the  defendants  have  to  say. 

Mr.  R.  J.  Parker  said  that  the  company  did  not  intend  to 
act  on  the  new  article  in  its  present  form,  and  suggested  that 
a  declaration  that  U  was  ultnt  vim  so  far  as  inconsistent 
with  the  Act  of  1900  would  be  sufiident.  It  was  ptnnted  out 
that  there  might  be  some  difficulty  in  case  an  appeal  was 
brought  from  his  Lordship's  judgment,  and,  after  some 
discussion,  his  Lordship  granted  an  injunction  to  restrain 
the  company  from  acting  on  the  special  resolution,  and 
ordered  the  company  to  pay  the  costs. 

(Ttflws.) 


income  Tax. 

KING'S  BENCH  DIVISION. 
May  39. 
(Before  Kbnhbdt,  |.) 
ShrewAbury  v.  Shrewsbury. 

Revenue — Income-tax — Agreement  for  Payment  of  Annuity — 
*'  Clear  of  M  DedHetions"— Right  of  Party  making  Pay- 
ment to  Deduct  Tax— Income  Tax  Act,  1842  (5  6'  6  Viet, 
c.  35),  siA-sees.  Z02, 103. 

This  was  an  action  under  Order  XIV.  of  the  rules  of  the 
Supreme  Court,  i8Sj,  brought  by  the  Countess  of 
Shrewsbury  agcunst  her  husband,  the  Earl  of  Shrewsbuiy 
in  which  the  plaintiff  claimed  to  recover  ^^50,  the  balance 
of  a  quarterly  payment  of  j^i,ooo  payable  to  her  by  agree- 
ment. The  defence  was  that  the  defendant  was  entitled  to 
deduct  that  sum  as  income-tax  on  the  1,000. 

On  March  04.  1896  Lady  Shrewsbury  wrote  to  Lord 
Shrewsbury  as  follows  : — "To  the  Earl  of  Shrewsbury  and 
"Talbot, — I  am  willing  to  live  apart  from  you  in  future, 
"  and  not  in  any  way  to  molest  and  interfere  with  you,  or 
"to  bring  any  proceedings  against  you,  or  to  attempt  to 
"force  you  to  return  to  cohabit  with  me,  if  you  on  your  part 
"will  make  no  further  scandal  and  agree  to  the  follow- 
"ing  : — That  you  will  in  no  way  molest  or  interfere  with 
"hie,  or  bring  any  proceedings,  or  otherwise  attempt  to 
"force  me  to  return  to  cohabit  with  you.  That  you  will 
'keep  up  Ingestre  and  Alton  Towers,  and  permit  me  to 
"reside  at  Alton  whenever  I  desinr^md  at  Ingestre  at 
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"Christmas  and  othei  periods  of  the  year  when  not 
"occupied  hj  yourself.  That  you  vill  permit  the  children 
"to  reside  with  me  in  general,  bat  that  they  should  visit 
"you  at  agreed  times  of  the  year.  That  you  will  pay  to  me 
"  duriDg  our  joint  lives  an  allowance  of  4.000  a  year,  clear 
"of  all  dedactions,  to  be  secured  as  my  solicitor  may 
"require,  the  allowance  to  be  paid  quarterly  in  advance, 
"auch  allowance  to  cover  all  the  expenses  of  the  schooling, 
"education,  and  clothing  of  the  children  for  the  neit  three 
"years,  after  which  a  further  and  additional  allowance  will 
"  be  required  for  these  purposes."  On  July  37  1896  Lord 
Shrewsbury  replied: — ^"To  the  Countess  of  Shrewsbury 
"and  Talbot, —  ...  I  accept  the  conditions  named, 
"and  undertake  to  conform  to  and  comply  with  the  con- 
"ditiona  stated  by  you.  I  also  undertake  to  secure  the 
"allowance  of  £^,000  per  annum  upon  my  life  interest  in 
"the  Shrewsbury  estates,  and  the  fee  simple  in  the 
"Ingestre  estates,  subject  only  to  the  charges  affecting  the 
"same  respectively,  and  to  a  further  sum,  not  exceeding 
";f 45,000,  to  be  raised  for  payment  of  debts."  This  was 
the  agreement  relied  on,  and  an  action  had  been  brought 
in  the  Chancery  Division  to  enforce  payment  under  it, 
when  it  had  been  decided  (by  consent)  that  the  agreement 
was  a  valid  one,  and  that  the  plaintiff  was  entitled  to  the 
full  payment  of  £4,000 ;  but  the  present  point  was  not  then 
raised. 

Mr.  Eustace  Hills,  for  the  plaintiff,  admitted  that 
income-tax  was  payable  on  this  jf4i000,  and  that,  if  Lord 
Shrewsbury  was  right,  he  was  justified  in  making  the 
deduction.  But  he  contended  that  the  question  was. 
What  was  the  intention  of  the  parties  as  appearing  in  the 
document?  In  this  case  there  had  been  no  legal  separation, 
but  only  a  separation  by  consent,  and,  therefore,  the  inten* 
tion  to  be  assumed  was  to  pay  the  allowance,  as  if  it  were 
paid  to  her  in  his  own  bouse.  Was  the  agreement  to  pay 
Lady  Shrewsbury  a  sum  which  would  produce  £3,800  or 
£4,000  a  year?  He  admitted  that  two  persons  could  not 
agree  that  one  should  pay  a  certain  annuity  to  the  other, 
and  that  income-tax  should  not  be  deducted  by  either 
side,  but  there  was  nothing  to  prevent  an  agreement  to  pay 
the  annuity  having  first  paid  the  income-tax.  Lord 
Shrewsbury  would  have  to  pay  the  income-tax  on  the 
£4,000,  and  was  seeking  to  put  the  payment  on  Lady 
Shrewsbury. 

Mr.  J.  G.  Joseph,  for  the  defendant,  said  that  the 
defendant  considered  that  he  was  under  a  statutory  duty  to 
deduct  the  tax  from  the  annuity  and  that  Lady  Shrewsbury 
was  bound  to  permit  the  deduction  under  sections  102  and 
103  of  the  Income-tax  Act  of  1842.  Section  10a,  so  far  as 
material,  said: — ^"Upon  all  annuities  ...  or  other 
"  annual  payments  .  .  .  either  as  a  charge  on  any  pro- 
"perty  of  any  person  paying  the  same  by  virtue  of  any 
"deed  or  will  or  otherwise  .  .  .  or  as  a  personal  debt 


"or  obligation  by  virtue  of  any  contract  .  .  .  there 
"shall  be  charged  for  every  aos.  of  the  annual  amount 
"thereof  the  sum  of  (is.)  .  .  .  provided  that  in  every 
"case  where  the  same  shall  be  payable  out  of  profits  or 
"  gains  brought  into  charge  by  virtue  of  tbis  Act  no  assess- 
"ment  shall  be  made  upon  the  person  entitled  to  such 
"annuity  interest  or  other  annual  payment,  but  the  whole 
'of  such  profits  or  gains  shall  be  charged  with  duty  on  the 
"person  liable  to  such  annual  payment,  without  dis- 
"tinguishing  such  annual  payment,  and  the  person  so 
"liable  to  make  soch  annual  payment  .  .  .  shall  be 
"authorised  to  deduct  ont  of  such  annual  payment  at  the 
"rate  of  (is.)  for  every  20s.  of  the  amount  thereof,  and  the 
"person  to  whom  such  payment  liable  to  deduction  is  to 
"be  made  shall  allow  such  deduction  .  .  .  under  the 
"penalty  hereinafter  contained,  and  the  person  charged  to 
"the  said  duties  having  made  such  deduction  shall  be 
"acquitted  and  discharged  of  so  much  money  as  such 
"deduction  shall  amount  unto,  as  if  the  amount  thereof 
"had  been  actually  paid  unto  the  person  to  whom  such  pay- 
"ment  shall  have  been  due  and  payable.  .  .  .*'  And 
section  loj  ran  : — ^"If  any  person  shall  refuse  to  allow  any 
"deduction  authorised  to  be  made  by  this  Act  .  .  .  out 
"of  any  annuity  or  annual  payment  mentioned  ...  in 
"the  next  preceding  clause  .  .  .  every  such  person 
"shall  forfeit  the  sum  of  £$0;  and  all  contracts, 
"covenants,  and  agreements  made  or  entered  into  or  to 
"be  made  or  entered  into  for  payment  of  any  .  .  . 
"  annual  payment  aforesaid,  in  full,  without  allowing  such 
"deduction  as  aforesaid,  shall  be  utterly  void."  Both 
those  sections  applied  here.  An  agreement  to  charge  was 
in  equity  a  charge.  This  was  "a  personal  debt  or  obliga- 
tion by  virtue  of  any  contract."  This  was  property  brought 
into  charge,  although  there  was  a  personal  promise.  He 
referred  to  section  40  of  the  Income-tax  Act  of  1853,  which 
extended  the  right  to  deduct  and  the  obligation  to  permit 
the  deduction.  Under  Schedule  A  of  the  earlier  Act  the 
earl's  life  interest  in  the  two  estates  was  chargeable  with 
the  payment  of  the  income-tax.  He  cited  the  judgment  of 
the  Master  of  the  Rolls  in  Floyer  v.  Banket  (33  L.J.  Ch. 
610).  The  word  "allowance"  in  the  agreement  was 
included  by  the  phrase  "  annual  payment "  in  the  Act.  The 
defendant  was  bound  to  pay  this  annuity.  Even  if  this 
had  been  the  case  of  a  will,  to  which  section  103  did  not 
apply,  he  submitted  that  the  words  "clear  of  all  deduc. 
tions"  would  have  no  effect  and  could  not  include 
income-tax — GItadom  v.  Ltetham  (2a  Ch.D.  269).  In  re 
Buckle  (1894,  I  Ch.  286)  did  not  apply,  because  there  it 
appeared  that  income-tax  was  intended  to  be  included  in 
the  word  "deducttoa." 

Mr.  Hills,  in  reply,  said  the  word  "allowance  "  referred 
to  the  sum  as  it  came  into  the  hands  of  the  donee.  The 
^4^  the  defendant  »8^D%*t°ze5*^y  Oc^WlS"'* 
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income-tat.  He  relied  on  Frankfort  v.  Frankfort  (4.  Notes 
of  Caa.  280),  the  words  of  the  contract,  and  the  relation- 
ship of  the  parties.  Common  sense  might  always  come  to 
the  aid  of  law.  The  intention  to  pay  the  full  sum  was 
clear.  This  contention  was  only  raised  eight  years  after 
the  making  of  the  contract. 

JUDGMENT. 

Mr.  Justice  Kennedy  said  this  was  an  action  under 
order  XIV. ;  £ij<,o  had  been  paid  into  Court,  Only  the 
sum  of  ;^5o  was  in  question.  His  decision  would  only 
affect  future  payments  during  the  life  of  the  donee.  He 
had  had  the  advantage  of  seeing  the  judgment  of  Mr. 
Justice  Kekewich  in  In  re  Barry^s  Trust;  Barry  v.  Smart 
(since  reported  (1906,  i  Ch.  768),  which  dtscassed  Frank- 
fort V.  Frankfort.  He  referred  to  the  contract  contained 
in  the  letters  between  the  parties.  He  had  to  construe  the 
clause  dealing  with  the  payment  of  "an  allowance  of 
;^4,ooo  a  year  clear  of  all  deductions."  This  action 
depended  on  the  construction  of  the  provisions  of  the  Acts 
of  1842  and  1853,  which  had  been  dealt  with  by  Mr.  Justice 
Kekewich  in  the  cases  of  Warren  v.  Warren  [73  L.T.  628) 
and  in  In  re  Barry's  Trust;  Barry  v.  Smart.  His  Lord- 
ship felt  himself  bound  by  those  decisions  and  concurred  in 
them.  The  effect  of  the  statates  was  clear  that  such  an 
annual  payment  charged  upon  certain  property  should  be 
made  by  the  payer  only  after  deducting  income-tax.  and 
that  under  section  103  the  payee  should  recognise  the  right 
so  to  deduct.  The  words  of  the  contract  fell  within  sec- 
tions ro2  and  103.  He  was  not  satisfied  that  the  contract 
would  have  been  void  under  section  103  if  in  some  way  the 
plaintiff  had  come  into  possession  of  ^^4,000  a  year  after 
complying  with  section  102  ;  but  that  was  not  the  case  here. 
"Clear  of  all  deductions"  must  refer  to  income-tax  if  it 
were  to  avail  to  make  the  payment  clear  of  income-tax 
even  in  the  case  of  a  will.  Neither  the  relationship  of  the 
parties  nor  the  use  of  the  word  "  allowance  "  did,  in  his 
view,  prevent  the  application  of  the  sections.  Section  103 
expressly  covered  the  case  of  contractual  obligation. 
There  must  be  judgment  for  the  defendant  with  costs. 
(23  Times  Law  Reports,  598.] 


Partnerships, 

COURT  OF  APPEAL. 
June  19. 

(Before  Vai'ohan  Williams,  Romek,  and  Moulton,  L.JJ.) 
Re  Bourne;  Bourne  v.  Bourne. 

Pattnenhip — Litnof  Partner's  ExtCHlon- on  the  Assets  of  the 
Partnership — Deposit  of  Deeds  by  Surviving  Partner- 
Priorities — Partnership  Act,  1890  (53  &■  54  Vict.  c.  39), 
39. 

This  was  an  appeal  from  a  decision  of  Farwell,  J. 
(reported  54  W.R.  154;  1906,  i  Ch.  113),  On  the  ist  of 
July  1873  articles  of  partnership  were  entered  into  between 
W.  T.  Bourne  and  Geo.  Grove.  Geo.  Grove  died  on  the 
9th  of  May  1901.  A  deposit  of  deeds  was  made  on  the 
7th  of  February  1902  in  favour  of  Messrs.  Berwick  &  Co., 
bankers,  accompanied  by  a  memorandum  of  deposit 
signed  by  the  testator  W.  T.  Bourne  in  the  name  of 


"  Bourne  &  Grove."  The  memorandum  related  to  certain 
hereditaments  which  formed  part  of  the  assets  of  the  part- 
nership of  Bonrne  &  Grove.  W.  T.  Bourne  died  on  the  3rd 
of  September  190s.  His  estate  was  insolvent.  The  overdraft 
at  the  bank  was  then  about  ^^4,500.  An  action  was  coidr 
menced  against  Bourne's  executors  to  administer  his 
estate.  By  an  order  dated  December  1903  it  was  ordered 
that  the  executors  of  Geo.  Grove  be  at  liberty  to  prove  for 
^3,000  against  the  estate  of  W.  T.  Bourne  and  have  a  lien 
for  the  amount  of  such  debt  and  costs  on  the  assets  of  the 
partnership.  After  tiie  death  of  W.  T.  Bourne  the  bnsiaess 
was  carried  on  as  a  going  concern  by  a  receiver  appointed 
in  the  action,  and  was  sold  under  an  order  of  the  6th  of 
April  1903  for  a  lump  sum,  and  the  proceeds  of  sale  were 
paid  into  Court  and  invested  in  Consols.  The  property, 
subject  to  the  memorandum  of  deposit,  was  represented  by 
a  sum  of  about  £$,3,00,  being  part  of  such  proceeds  of  sale, 
and  was  therefore  insufficient  to  pay  both  the  bankers  and 
Geo.  Grove's  executors  in  full.  On  the  action  coming  on 
for  further  consideration,  Farwell,  J.,  decided  that  the 
bank  were  entitled  to  priority  in  respect  of  the  j£5,3oo. 
Geo.  Grove's  executors  appealed. 

JUDGUEHT. 

The  Court  dismissed  tiie  appeal. 

Vaughan  Williams,  L.J. :  It  is  admitted  by  counsel  for  the 
appellants  that  when  there  is  a  partnership  between  t«-o 
parties,  and  one  of  them  dies,  the  surviving  partner  has  not 
only  the  right,  but  the  duty  to  realise  the  partnership  assets. 
But  it  is  said  that,  though  this  is  true  as  regards  such 
personal  assets  as  are  personal  properly,  it  is  not  true  in 
respect  of  realty.  Now  in  the  first  place  no  authority  has 
been  produced  in  support  of  this  proposition,  and  in  the 
second  place,  so  far  as  principle  is  concerned,  it  is  obvious 
that  the  principle  is  wide  enough  to  cover  both  realty  and 
peraonalty.  The  truth  Is  that  between  the  surviving  partnei 
and  the  representatives  of  the  deceased  partner  there  is  an 
overriding  duty  to  wind-up  the  partnership  and  to  do  all 
such  acts  as  are  necessary  for  the  winding-up,  and  if  it  is 
necessary  for  the  purposes  of  the  winding-up  he  may  borrow 
money  and  raise  such  money  on  the  security  of  the  assets  of 
the  partnership,  whether  such  assets  are  real  or  personal 
estate.  It  has  further  been  decided  than  an  equitable  mort- 
gage by  a  surviving  partner  to  answer  a  partnership  debt  is 
valid:  Ri  Clougb  (34  W.  R.  96,  31  Ch.  D.  324).  In  these 
circnmstanoes  I  think  this  part  of  the  au^ament  fails.  Tba 
it  was  said  that  by  the  application  of  the  principles  which 
are  the  foundation  of  the  rule  in  Clayton's  case  (I  Mer.  573), 
this  debt  must  be  taken  to  have  been  paid,  and  therefore  the 
bank  cannot  rely  on  this  mortgage,  because  they  must  be 
taken  to  have  known  that,  the  debt  having  been  paid,  tbe 
surviving  partner  had  no  right  to  pledge  the  partnership 
assets.  The  answer  to  this  is,  that  so  far  as  the  bank  were 
concerned  this  was  an  ordinary  v/inding-up  of  a  partnership, 
and  both  the  payments  in  and  payments  out  must  be  taken 
to  have  been  made  on  behalf  of  the  winding-np.  The 
appeal  must  be  dbmisaed. 

Romer  and  Monlton,  L.JJ.,  delivered  judgments  to  tbe 
same  effect.  1 
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Bankruptcies  and  insolvencies^ 

KING'S  BENCH  DIVISION. 
Jane  9. 
(Befove  Bighau,  J.) 
Re  Pilling ;  tx  parte  Salaman. 
BoHkntpt^  —  Powtr  oj  TnuUe  to  Compromiu  Claims— 
AfpUcation  Ay  Trustu  for  Dinctums — Banhnptcy  Act. 
1883  {46  &'  47  Viet.  e.  5a),  5.  37,  aibuc.  6 ;  s.  89, 
SMbsec.  3. 

Application  by  the  trustee  in  bankruptcy  foi  directions. 
The  trustee  with  the  sanction  of  tiie  committee  of  inqieo- 
tion  proposed  to  sanction  the  compromise  of  a  claim  sub> 
sisting  between  the  bankrupt  and  other  persons.  The 
bankropti  who  alleged  that  if  the  claim  were  enforced 
there  would  be  a  surplus  after  payment  of  creditors  in 
fuU>  was  strongly  opposed  to  the  compromise,  and  had 
threatened  tiie  trustee  with  proceedings  if  the  com- 
promise were  carried  out.  The  trustee  to  protect  himself 
applied  to  the  Court  for  directions.  The  bankrupt 
appeared  to  oppose  any  sanction  of  the  compromise. 

JUDGHEKT. 

Digham,  J.,  refused  to  give  any  directions,  llie 
trustee  with  the  sanction  of  the  committee  of  inspection 
had  gone  carefully  into  the  matter  and  proposed  to  com- 
promise the  claim,  as  he  had  the  power  to  do  under  sub- 
beotion  6  of  section  57  of  the  Bankruptcy  Act,  1883.  The 
matter  was  eminently  one  for  the  trustee  and  the  com- 
mittee to  decide,  and  as  they  had  come  to  the  determina- 
tion to  compromise  the  claim,  the  Court  would  not  go  into 
the  facts,  and  no  directions  would  be  given. 

(50  S.J.  617.) 


DIVISIONAL  COURT  IN  BANKRUPTCY. 

July  5. 

(Before  Biguau  and  Sutton.  JJ.) 
Ex  parU  The  PetltiMinc  Creditor  v.  The  Debtor. 

WhtH  a  PeUHon  may  be  Dismisstd. 
This  was  an  appeal  from  th-a  Newcastle  County  Court 
against  the  dismissal  of  a  petition.  The  debt,  which  was 
not  disputed,  was  for  £412  odd,  and  the  act  of  bankruptcy 
non-compliance  with  notice.  The  debtor  gave  notice  to 
dispute,  and  oral  evidence  was  given  by  him  at  the  hear- 
ing. The  County  Court  refused  to  make  a  receiving  order, 
on  the  ground  that  there  were  no  assets.  The  debtor 
appeared  to  have  an  interest  in  the  income  on  a  fund  of 
;^6o,ooo,  vdiich  would  disappear  on  bankruptcy.  Counsel 
for  the  respondent  relied  on  the  decision  in  lie  Oiway, 
reported  in  1895,  1  Q.B.,  where  the  Court  declined  to  make 
a  receiving  order  on  somewhat  similar  grounds,  although 


there  were  other  circumstances  iu  that  case  which  did  not 
appear  here.  For  the  appellants  it  was  urged  that  until 
the  preliminary  and  public  examinations  had  been  held 
there  was  not  sufficient  material  before  the  Court  for 
anyone  to  say  definitely  that  there  were  no  assets,  or  that 
the  bankruptcy  would  destroy  the  only  asset  Counsel 
claimed  that  alienation  on  bankruptcy  under  the  (toed  of 
grant  was  a  discretionary  trust  only.  The  cases  of  He 
Leonard,  "Re  Birkin,  and  Re  C.  de  Murietta,  all  reported 
in  3  Manson,  were  quoted  in  support  of  the  arguments  as 
overruling  the  decision  in  Re  Oiway. 

In  the  end  no  judgment  was  given,  it  being  arranged  that 
the  matter  should  stand  over  for  ten  days  to  enable  the 
parties  to  make  terms. 

(Reported  by  W.  H.  Terry,  Esq.,  Banister-at-LAW.) 


DIVISIONAL  COURT  IN  BANKRUPTCY. 

July  5. 

(Before  Bighau  and  Sutton.  JJ.) 
Ex  parte  The  Debtor*  v.  The  Judgment  Credltora. 

Bankruptq/  ifotiee. 

An  appeal  from  the  County  Court  of  Liverpool  to 
reverse  the  decision  of  that  Court  in  refusing  to  set  aside 
a  bankruptcy  notice. 

F.  E.  Smith,  M.P.,  stated  that  his  clients— a  well- 
known  Liverpool  firm — had  large  connections  wilh  South 
America,  and  had  had  contracts  with  the  respondents  for 
shipment  of  their  goods  to  the  West  Coast.  Disputes 
arose  on  the  account  sales,  and  litigation  followed,  both 
in  Scotland  and  this  country.  The  respondents — a  Scotch 
firm — eventually  obtained  judgment,  culminating  in  the 
bankruptcy  notice  which  it  was  now  sought  to  set  aside. 
The  main  grounds  for  the  application  were  that  an  appeal 
was  about  to  be  heard  in  the  House  of  Lords,  and  that 
the  debtors  having  a  counter-claim  were  entitled  to  the 
benefit  of  subsection  (f)  of  section  4  of  the  Bankruptcy 
Act,  1883. 

JUUGUEKT. 

The  Court  held  that  they  knew  nothing  as  to  the  merits 
of  the  pending  appeal  to  Uie  House  of  Lords,  and  theie< 
fore  dismissed  Hiis  appeal,  but  gave  permission  for 
further  appeal  on  the  points  before  them. 

(Reported  by  W.  H.  Terry,  Esq.,  Barrister-at-Law.) 

Company  Law. 

COURT  OF  APPEAL.  ' 
June  28. 

(Before  Vadghan  Williams.  Rohbb.  and  Moulton,  L.JJ.) 
In  ri  The  Ens^ish  and  Colonial  Produce  Company, 
LIm. 

Company — Contract  before  Formation — Company  having  btnejit 
of  Contract— Liainiity—CompMi$$  Act,  i86z  (25  £•  26 
Via.  c.  89),  s.  17 
This  was  an  appeal  from  a  decision  of  Mr.  Justice 
Buckley's  on  a  summons  t^^a  firm^of  scj^t^^^^^  the 
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taxation  of  a  bill  of  costs,  which  raised  a  question  of  some 
importance  as  to  the  liability  of  a  company  to  pay  for  work 
done  before  its  formation  and  for  fees  paid  on  r^stratlon. 
The  company  (which  is  hereinafter  called  the  Produce  Com- 
pany) was  formed  to  take  over  the  business  of  a  previous 
company  (which  is  hereinafter  called  the  Forage  Company) 
and  the  business  of  a  firm  of  Porrett  &  Meyer.  The  ForaRe 
Company  went  into  liquidation  before  the  formation  of  the 
Produce  Company.  The  Produce  Company  was  incorpo- 
rated on  November  g  1901,  nnder  the  Companies  Acts,  18G2 
to  1900,  and  was  ordered  to  be  wound  op  in  July  1902. 
Article  109  of  the  articles  of  association  provided  that  the 
company  should  be  managed  by  the  directors,  who  might 
pay  all  such  expenses  of  and  preliminary  and  incidental  to 
the  formation,  establishment,  and  registration  of  the  company 
as  they  might  think  fit.  In  accordance  with  the  directions 
of  Mr.  Justice  Kekewich  in  an  action  brought  by  the 
Produce  Company  against  a  firm  of  Dyson,  Smith  & 
Marchand,  solicitors,  the  firm  lodged  certain  bills  of  costs 
in  the  winding-ap  proceedings.  One  of  these  bills  of  costs 
contained  an  item  of  £160  for  preparing  and  having  executed 
the  memorandum  and  articles  of  association  and  doing  other 
things  necessary  to  enable  the  company  to  commence 
bosioess.  /16  los,  for  counsel's  fees  for  settling  these 
documents,  £2  2s.  for  drawing  and  approving  form  of 
certificate  and  instructing  printer  to  print  same,  and 
£33  t2s.  6d.  for  fees  on  registration  of  the  company.  The 
Registrar,  on  taxation,  disallowed  these  items,  amounting 
altogether  to  £216  14s.  6d.,  on  the  ground  that  the  costs  of 
registration  appeared  to  have  been  anthoriaed  by  certain 
persons  who  afterwards  joined  the  board  of  directors,  but 
that,  though  the  company  had  power  to  pay,  they  took  no 
steps  to  pass  a  resolution  to  that  efi'ect.  The  solicitor  took 
out  a  summons  against  the  liquidator  of  the  Produce  Com- 
pany to  review  this  taxation.  Mr.  Jnstioe  Buckley  held 
that,  as  by  Section  17  of  the  Companies  Act,  i86a,  the 
Produce  Company  was  liable  for  the  fees  on  registration,  the 
solicitors  were  entitled  to  be  allowed  the  item  of  £^3  12s.  6d. 
as  being  disbursements  made  on  behalf  of  the  company,  but 
as  regards  the  other  items  he  was  of  opinion  that  the 
Registrar  was  right.  The  solicitors  appealed  in  order  to 
have  the  certificate  further  varied  by  allowing  them  the  full 
sum  of  £216  14s.  6d. 

The  Court  was  of  opinion  that  the  solicitors,  having  been 
actually  instructed  by  certain  gentlemen,  who  afterwards 
joined  the  board  of  the  Produce  Company,  to  do  the  work  in 
connection  with  the  formation  of  the  company,  most  look 
for  their  fees  to  those  who  instructed  them,  and  that  the 
Produce  Company  were  not  liable  in  respect  of  these  items, 
but  that,  as  it  aj^wared  that  the  company  had  actually  paid 
the  soliclton  £too  in  respect  of  work  done  in  connection 


with  the  formation  the  solicitors  were  entitled  to  appropriate 
.this  payment  in  respect  of  those  items.  The  taxation  must 
be  referred  back  to  the  Registrar  to  review  on  this  footing, 
and  there  would  be  no  order  as  to  costs. 

Lord  Jnstice  Vanghan  Williams  said  that  he  wished  to  say 
one  word  about  the  proportion  put  forward  by  Mr.  Gore- 
Browne,  for  which  the  case  of  In  re  Hmfori  and  SomA  Wdtt 
Wa^H  and  Engituerimg  Company  (2  Ch.D.,  621),  was  dted  *s 
an  authority.  It  was  said  that  if  expenses  were  incurred 
before  the  formation  of  a  company  and  the  company  took  the 
benefit  of  the  work  done,  then,  although  the  company  was 
not  in  existence  at  the  date  when  the  expenses  were  incurred 
and  could  have  no  agents  authorised  to  incur  expenses  on  its 
behalf  and,  omsequently,  was  not  liable  to  be  sued  at  law, 
yet  it  incurred  some  liatulity  in  equity.  The  words  of  Lord 
Justice  Melltsh,  who  delivered  the  judgment  of  the  Court, 
were :— *'  We  think,  however,  that  if  the  company  can 
' '  properly  be  considered  to  have  adopted  and  derived  benefit 
"  from  these  services,  they  would  in  equity  be  bound  to  pay 
"  for  them,  and  Mr.  Head  and  Mr.  Walter  would  be  entitled 
"  to  prove  for  them."  Those  words,  perhaps,  did  look  as  if 
they  would  cover  the  proposition  that  in  the  event  of 
adoption  and  taking  the  benefit  of  work  done  a  new  company 
wonld  be  liable  under  contracts  made  before  it  came  into 
existence.  His  Lordship  thought,  however,  that  they  ought 
to  look  at  the  actual  judgment  in  that  case.  It  was  acaaein 
which,  even  snpponng  that  there  was  a  posubUity  of  assert- 
ing snch  a  liability  against  the  company,  the  company  had  a 
complete  answer  by  reason  of  fraudulent  concealment.  Hii 
Lordship  thought  that  all  that  the  Court  of  Appeal  did  in  the 
case  of  In  re  Hmfori  and  South  Wales  Waggon  Enginttring 
Company  was  to  decide  not  that  there  was  any  such  liability, 
but  that,  assuming  such  a  liability  to  exist,  it  oould  not 
posnbly  be  enforced  in  the  circumstances  of  that  case.  He 
recognised  that  the  case  of  In  ri  Hereford  and  South  WaUs 
Waffim  and  Engitumug  Cmpany  had  been  cited  in  subsequent 
cases  as  an  aatbority  for  tlie  propontion  that  a  company 
might  be  liable  in  equity  for  services  rendered  before  its 
formation.  Bnt  in  none  of  these  cases  had  that  proposition 
been  affirmed.  It  had  been  explained  and  not  i^iplied  and 
the  explanation  in  every  case  had  been  difiereot.  In  the 
circumstances  his  Lordship  thought  that  the  Court  was 
prepared  to  find  that  there  was  no  Innding  authority  for  the 
proposition  that  because  a  company  took  the  benefit  of  work 
done  under  a  contract  it  oould  be  tield  liable  for  expenses 
incurred  before  its  formation.  On  the  contrary,  the  anthori- 
ties  were  the  other  way.  It  was  true  that  cm  the  factsof  the 
present  case  it  was  not  necessary  to  decide  what  was  the 
effect  of  the  deciuon  in  the  Hertford  case ;  but  it  had  been 
stated  in  argument  that  in  the  text-bo(^  that  case  was  cited 
as  an  authority  for  the  proposition  that  a  company  which 
had  adopted  and  had  the  benefit  of  services  rendered  before 
its  formation  would  in  equity  be  bound  to  pay  for  them,  and 
his  Lordship  did  not  think  that  the  case  was  an  aatbority  for 
that  proposition. 

Lord  Jnstioe  Romer  and  Lord  Justice  Moolton  delivered 
judgments  to  the  same  effect. 
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CHANCERY  DIVISION. 
Jane  26. 
(Before  Bucklby.  J.) 
Re  Vickers.  Maxim  &  Co. 
AUtratkfH  o/MmoroMdum  0/  Association. 
A  petititHi  for  confirmation  of  a  resolution  for  the  altera- 
tion of  the  company's  memorandnm  ot  association  ander  the 
Companies  Memorandum  of  Association  Act,  i8go,  for  carry- 
ing on  the  business  more  efficiently  and  for  po«,-ers  to  extend 
the  company's  operations. 

Counsel  explained  that  the  company  had  been  formed  for 
a  namber  of  years  and  was  in  a  large  way  of  buuness  as 
builders  of  ships  of  war  and  Government  contractors,  but 
that  it  freqoently  lost  the  benefit  of  business  throi^h  being 
nnable  to  guarantee  the  payment  of  principal  and  intemt 
on  debentures  and  dividends  on  shares  in  companies,  mostly 
of  a  subsidiary  character,  with  which  it  had  interests  or 
contractual  relations. 

JVDQHBKT, 

His  Lordship  confirmed  the  resolution,  being  satisfied 
that  proper  notices  had  been  given  to  the  debenture-holders, 
and  there  being  no  opposition  on  the  part  of  creditots,  and 
it  appearing  that  the  rights  of  membeis  wonld  not  be 
injuriously  a&ected  by  the  alteration. 

(Reported  by  W.  H.  Terry,  Esq.,  Barrister-at-Law.) 


CHANCERY  DIVISION. 
June  28. 
(Before  Buckley,  J.) 
lu  re  London  Electrobus  Company,  Ltm. 

Cmpam]h-~Rtgistfr—RictifieatiM-—MimpmeHtation  n  Pro- 
^Mtus— Application  to  Rtmovt  Nanus  of  SkankoJders 
from  Register— Ex  parte  AppticaUon. 

This  was  an  application  by  originating  motion  on 
behalf  of  the  company,  asking  that  the  Register  of 
Members  of  the  company  might  be  rectified  by  removing 
therefrom  the  names  of  the  shareholders  mentioned  in 
the  schedule  annexed  to  the  notice  of  motion,  on  the 
ground  that  those  shareholders  had  been  induced  to  apply 
for  their  Shares  by  misrepresentations  in  a  prospectus 
issued  by  the  company.  The  case  was  remarkable  in  some 
respects,  inasmuch  as  the  shareholders  affected  numbered 
1,036,  and  held  about  48,000  shares  in  the  company 
amongst  them.  To  save  expense,  therefore,  the  applica- 
tion to  remove  their  names  was  made  ex  parte.  In  some 
cases  the  amounts  paid  by  them  to  the  company  in  respect 
of  their  shares  had  already  been  returned  to  them. 

JUDGKBITT. 

Mr.  Justice  Buckley  made  an  order  to  the  effect  follow^ 
ing: — Order  that  the  Register  of  Members  of  the  company 
be  rectified  by  striking  out  the  names  of  the  persons 
whose  names  are  stated  in  the  first  column  of  the  schedule 


hereto  in  respect  of  the  shares  respectively  set  opposite 
their  names  in  the  second  »}lnmn  of  the  said  schedule,  and 
that  the  con^any  do  pay  to  such  shareholders  respectively 
the  sums  set  opposite  their  respective  names  in  the  third 
coltum  of  the  said  schedule  except  in  those  cases  in  which 
it  appears  by  the  evidence  that  soch  sums  have  been  paid 
prior  to  the  date  hereof.  This  order  to  lie  in  the  Reps- 
trar's  office  for  three  weeks  from  June  28  1906,  and  notice 
in  writing  to  be  sent  personally  or  by  post  to  each  of  the 
several  diareholders  mentioned  in  the  said  schedule,  such 
notice  to  state  that  an  order  has  been  made  rectifying  the 
register  by  striking  his  name  out  and  for  payment  (when 
payment  is  ordered)  of  the  amount  [naming  it]  ordered  to 
be  paid  to  him,  and  that  such  order  is  not  to  be  delivered 
out  of  the  Registrar's  office  for  three  weeks  from  the  date 
thereof,  and  that  in  the  meantime  he  is  at  liberty  to  apply 
to  the  Court  in  case  he  objects  to  the  same.  liberty  to 
apply. 

(aa  Times  Law  Rtporis,  677,) 

CHANCERY  DIVISION. 

July  3- 

(Before  Buckley,  J.) 

In  re  The  Otto  Electrical  Mannfactnrlns  Company 
(1905),  Um. 

Ccmpdny—Dait  when  Entitled  to  Commence  Bumiest— Con- 
tracts Previous  to  that  Date — Contracts  Promtio»(d  Only — 
Contracts  for  Preliminary  Expenses — Companies  Act,  1900 
(63  &■  64  Vict.  c.  48),  J.  6  (3). 

The  company  was  incorporated  in  May  1905,  bnt  never 
became  entitled  to  commence  business,  since  no  shares 
were  allotted  and  no  capital  was  paid  up.  It  was  now  in 
liquidation.  Mr.  A.  Jenkins  was  a  claimant  in  respect  of 
sums  allied  to  have  been  expended  by  him  at  the  request 
of  the  directors  for  various  preliminary  expenses,  soch  as 
the  taking  and  furnishing  of  a  temporary  office.  This  was 
a  summons  taken  out  by  the  liquidator  in  the  winding-up 
for  the  determination  of  the  question  whether  these  claims 
should  be  allowed  in  view  of  section  6  of  the  Companies 
Act.  1900,  subsection  (3)  of  which  enacts  that  any  con- 
tract made  by  a  company  before  the  date  at  which  it  is 
entitled  to  commence  business  shall  be  provisional  only, 
and  shall  not  be  binding  on  the  company  till  that  date, 
and  on  that  date  shall  become  binding. 

Ward  Coldridge,  for  the  claimant,  contended  that  the 
subsection  applied  only  to  contracts  entered  into  for  the 
carrying  on  of  the  business  of  the  company,  and  not  to 
preliminary  expenses  necessary  to  enable  the  business  to 
be  entered  upon,  contracts  relating  to  which  were  binding 
on  the  company. 

JUDGMENT. 

Buckley,  J.,  said  that  all  the  contracts  of  the  company 


must 
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other,  since  the  cariying  on  of  its  bnaineas  was  the  only 
purpose  of  its  existence.  Whether  the  contract  tos  pre- 
liminary or  final  or  one  in  the  course  of  carrying  on  its 
business  made  no  difference.  The  contracts,  therefore, 
were  not  binding  on  the  company,  and  the  claims  must  be 
disallowed. 

(L.J.  477-) 


CHANCERY  DIVISION. 
July  13. 
(Before  Kekbwich,  J.) 

Blake  v.  Smlther. 

Fritndly  Society  —  Unregistered  Society — Windi»g-iil>--}»ris- 
diction  of  Court— Majority. 

The  question  in  this  case  was  as  to  the  jurisdiction  and 
discretion  of  the  Court  to  order  the  dissolution  or  winding- 
up  of  an  unr^istered  friendly  society. 

The  plaintiffs  represented  17  members  of  a  society  known 
as  the  Friendship  in  Unity  Benefit  Society  of  Westerham 
Hill.  Kent.  The  present  number  of  members  was  49,  and 
the  funds  of  the  society  amounted  at  the  present  time  to 
^476.  During  the  last  lew  years,  that  is,  from  about  the 
year  1S8S,  the  number  of  members  and  the  funds  of  the 
society  have  both  greatly  decreased,  the  members  formerly 
being  88,  and  the  funds  formerly  amounting  to  £923.  It 
appeared  that  the  expenditure  had  been  greater  than  the 
receipts  for  many  years,  and  that  no  new  members  had  been 
elected  for  some  considerable  time.  The  rules  of  the  society 
provided,  amongst  other  things,  by  rule  7  that  the  stewards 
should  attend  all  meetings  and  should  enforce  harmony  and 
good  order  among  the  members,  and.  If  any  dispute  should 
irise,  the  stewards  should  impose  silence  and  permit  one 
member  only  to  speak  at  a  time,  and  when  the  debate  was 
over  they  should  cause  the  subject  to  be  determined  by  a 
poll  "at  which  a  single  majority  should  be  sufficient."  In 
June  1905  notice  was  given  that  a  meeting  would  be  held  to 
decide  whether  the  society  should  continue  to  be  carried  on 
or  not.  At  the  meeting,  the  defendant  Smither,  who  was 
one  of  the  trustees,  being  in  the  chair,  t>  resolution  was 
passed  by  a  majority  of  one  that  the  society  should  be  dis' 
solved.  There  were  present  at  such  meeting  only  27 
members,  and  the  chairman  did  not  vote.  Subsequently  in 
August  1905  a  committee  meeting  was  held,  and  at  the 
suggestion  of  the  trustees  the  committee  decided  to  continue 
the  society.  A  general  meeting  was  then  held  in  September 
at  which  32  members  attended  and  paid  their  subscriptions, 
amongst  such  members  being  some  of  the  plaintiffs.  It 
appeared  that  seven  persons  had  deured  to  become 
members  during  the  last  two  years.    In  November  1905 


the  writ  was  issued  clidmiog  a  dissolution  of  the  society  and 
diriribntion  of  its  assets. 

JUDCHBNT. 

Mr.  Justice  Kekewich,  giving  judgment,  said  that  the 
Court  was  asked  to  dissolve  an  nnr^istered  fHendly  socie^. 
About  the  Court's  jurisdiction  to  do  so  there  was  no  doobt. 
It  had  been  done  by  Mr.  Justice  Warrington  in  the  case  of 
In  re  Lead  Company's  Workmen's  Fund  Society,  and,  unless  his 
Lordship  was  mistaken,  the  question  had  been  discussed 
and  decided  in  a  case  before  Vice-Chancellor  Page  Wood 
many  years  ago.  But  the  real  question  in  this  case  w 
whether  the  Court  oa^t  to  interfiere.   In  the  case  before 
Mr.  Justice  Warrington  the  learned  Judge  clearly  thonght 
that  it  was  a  case  for  winding-up.   But  in  that  case  there 
was  an  overwhelming  majority  in  favotir  of  ffisaolutioo,  aad 
it  could  be  gathered  from  observations  in  the  judgment  that 
he  thought  that  unless  he  interfered  justice  would  not  be 
done.    In  the  present  case  there  was  no  provision  in  the 
rules  for  winding  up  the  society,  and  unless  the  memhen 
could  agree  there  could  be  no  dissolution,  except  by  an 
order  of  the  Court.    It  was  said  on  behalf  of  the  plaintifls 
that  a  majority  of  the  members  could  decide  upon  a  disso- 
lution, and  counsel  cited  the  judgment  of  Lord  Esher, 
M.R.,  in  M'Kenny  v.  Corporation  of  BamsUjt,  in  support  of 
that  proposition.   Rule  7  of  the  sodety's  rules  applied  only 
to  the  affairs  of  the  living  society  and  not  to  a  dissolution 
and  distribution  of  the  funds.   The  case  cited  had  no  ^pli- 
cation here.   The  Court  could  not  lay  down  any  general 
rule  as  to  what  would  justify  the  Court's  interference  in 
these  cases.   It  was  not  tied  down  to  the  rule  governing  the 
dissolution  of  partnerships ;  but  that  rule  was,  no  doubt,  a 
guide  as  to  how  the  power  of  the  Court  ought  to  be  exer- 
cised.  Roughly  speaking,  the  Court  ought  not  to  interfere 
unless  there  was  a  practical  impossibility  of  the  society  con* 
tinuing.   No  such  impossibility  had  been  proved  here.  A 
meeting  had  been  called,  and  the  question  of  dissolution 
had  been  put  to  the  meeting,  and  dissolution  had  been 
decided  upon  by  a  majority  of  one.   In  the  case  before 
Mr.  Justice  Warrington  there  was  a  large  majority.  Here 
there  was  only  a  majority  of  one  at  a  meeting  which  was 
not  largely  attended,  only  27  members  being  present.  Sub- 
sequently the  committee  met  and  decided  to  continue  the 
society.   There  was  a  considerable  fund  in  hand,  and 
several  persons  had  expressed  their  willingness  to  become 
members.    Further,  only  14  out  of  49  members  had  voted 
for  dissolution.    Under  those  circumstances  it  seemed  totbe 
Court  that,  so  far  from  there  being  sufficient  reason  for  s 
dissolution,  there  was  every  reason  why  the  society  shook! 
go  on.   The  Court  had  jurisdiction  to  interfere  in  a  proper 
case,  but  there  was  no  reason  to  interfere  here,  and  the 
jurisdiction  ought  not  to  be  exerdaed.   The  actica  would  he 
dismissed  with  costs. 
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Xaw  Keporte. 


Company  Law. 

HOUSE  OF  LORDS. 
July  19. 

(Before  Lord  Losebusn,  L.C.,  Lord  Macmaghten,  Lord 
Davev,  Lord  Jaues  of  Hbkbfokd,  Lord  Robebtson, 
and  Lord  Atkihsom.) 

Rubes  ft  Ladcnburg  p.  Qreat  Pintail  Consolidated, 
Urn, 

Company — 5A<if« — Ctrtificatt—Forgity—Estopftl — Companus 
Act.  1862  (25  £•  26  Vict.  c.  Sg),  s,  31. 

This  was  an  appeal  from  a  judgment  of  the  Court  of 
Appeal  (the  Master  of  the  Rolls  and  Lords  Justices  Stirling 
and  Mathew)>  lerersing  the  decirion  of  Mr.  Justice 
Kennedy,  in  an  action  in  nAicfa  the  appellants  were 
plaintiffs  and  the  respondents  defendants.  The  question 
was  the  familiar  one  as  to  which  of  two  innocent  persons 
was  to  bear  a  loss  occasioned  by  the  fraud  of  a  third — the 
third  person  being,  in  this  instance,  the  secretary  of  the 
respondent  company.  The  facta  are  concisely,  but 
sufficiently,  stated  in  the  Lord  Chancellor's  judgment. 
The  case  is  reported  20  The  Tims  L.R.  730 ;  (1904}  2  K.B. 
713 ;  73  L.J.  K.B.  873.  The  arguments  were  heard  on 
June  14,  15,  and  18  last. 

JUDGUBNT. 

The  Lord  Chancellor:  My  Lords,  in  this  case  Mr. 
Justice  Kennedy  gave  judgment  in  favour  of  the  plaintiffs, 
but  stated  that  his  decision  was  governed  entirely  by  the 
authority  of  a  previous  case,  and  that  his  own  opinion  was 
in  favour  of  the  defendants.  The  Court  of  Appeal  gave 
judgment  in  favour  of  the  defendants,  and,  in  my  opinion, 
they  arrived  at  a  right  conclusion.  The  question  arises 
out  of  the  fraud  and  forgery  of  a  man  named  Rowe. 
Rowe  waa  secretary  of  tiie  defendant  company.  He  applied 
to  tile  plaintiffsi  wfao  are  stockbrokers,  to  procure  for  him 
a  loan  of  ;f  30,000  in  order  to  enable  him  to  purchase  5,000 
shares  in  the  defendant  company.  Accordingly  the  plain- 
tiffs arranged  with  a  firm  of  bankers  to  advance  the 
money  upon  a  transfer  of  the  shares  to  their  luunea.  Rowe 
forged  a  transfer  in  the  name  of  one  Story  as  (nuuferor. 
The  transfer  was  duly  executed  by  the  bankers  as  trans* 
ferees.  And  then  the  plaintiffs  delivered  it  to  Rowe  in 
exchange  for  a  certificate.  The  certificate  purported  to 
•tate  that  the  bankers  were  the  registered  proprietors  of 
5,000  shares  j  it  purported  to  be  signed  by  two  directors, 
the  aeal  was  affixed  to  it,  and  it       countersigned  by  Rowe 


himself  as  secretary.  In  fact,  the  names  of  the  two  direc 
tors  were  forged  by  Rowe,  and  the  company's  seal  was 
affixed  by  Rowe  fraudulently,  and  not  for  or  on  behalf  of 
or  for  the  benefit  of  the  defendant  company,  but  solely  for 
himself  and  for  his  own  private  purposes  and  advantage. 
Upon  this  the  bankers  advanced  £30,000.  When  the  fraud 
was  discovered  the  plaintiffs  were  obliged  to  repay  to  the 
bank  the  sum  of  /2o,ooo,  and  brought  this  action  against 
the  defendant  company  upon  the  ground  that  they  were 
liable  for  the  fraud  of  Rowe.  The  only  other  circumstance 
needing  notice  is  that  Rowe  was  admittedly  a  proper 
person  to  deliver  certificates  on  behalf  of  the  company. 
I  cannot  see  upon  what  principle  your  Lordships  can  hold 
that  the  defendants  are  liable  in  this  action.  The  forged 
certificate  is  a  pure  nullity.  It  is  quite  true  that  persons 
dealing  with  limited  liability  companies  are  not  bound  to 
inquire  into  their  indoor  management,  and  will  not  be 
affected  by  irregularities  of  which  they  had  no  notice.  But 
this  doctrine,  which  is  well  established,  ^plies  only  to 
irregularities  that  otherwise  mi^t  affect  a  genuine  transac- 
tion. It  cannot  apply  to  a  forgery.  Another  ground  was 
pressed  upon  us — namely,  that  this  certificate  was 
delivered  by  Rowe  in  the  course  of  his  employment,  and 
that  delivery  imported  a  representation  or  warranty  that 
the  certificate  was  genuine.  He  had  not  nor  was  held 
out  as  having  authority  to  make  any  such  representation 
or  give  any  such  warranty.  And  certainly  no  such 
authority  arises  from  the  simple  fact  that  he  held  the  office 
of  secretary  and  was  a  proper  person  to  deliver  certificates. 
Nor  am  I  able  to  see  bow  the  defendant  company  is 
estopped  from  disputing  the  genuineness  of  this  certificate. 
That  indeed  is  only  another  way  of  stating  the  same  con< 
tention.  From  beginning  to  end  the  company  itself  and  its 
officers,  with  the  exception  of  the  secretary,  had  nothing 
to  do  either  with  the  preparation  or  issue  of  the  document. 
No  precedent  has  been  quoted  in  support  of  the  plaintiffs' 
contention,  except  the  case  of  Shaw  v.  Port  Philip  and 
Colonial  Gold  Mining  Company  (1S84,  13  Q.B.D.  103 ; 
S3  L.J.  Q.B.  369).  I  agree  with  Lord  Justice  Stirling 
in  regarding  that  decision  as  one  that  may  possibly 
be  upheld  upon  the  supposition  that  the  secretaiy 
there  was  in  fact  held  out  as  having  authority  to 
warrant  the  genuineness  of  a  certiBcate.  If  that 
be  not  so,  then,  in  my  opinion,  the  decision  cannot 
be  sustained.  For  these  reasons  the  judgment  of  the  Court 
of  Appeal  ought  to  be  affirmed. 

Lord  Macn^hten :  Hiis  case  was  argued  at  some  length 
and  with  much  ingenuity  by  the  learned  counsel  for  the 
appellants.  In  my  opinion  there  is  nothing  in  it.  Ruben 
and  Ladenbnrg  are  the  victims  of  a  wicked  fraud.  No  fault 
baa  been  fbnnd  with  their  conduct.  Bnttheirdaim  against 
the  respondent  company  is,  I  think,  sinwly  absurd..  The 
thing  put  forward  as  the  fc(9%4«to^il^^@im@ 
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piece  of  paper  which  purports  to  be  a  certificate  of  shares 
in  the  company.  This  paper  is  false  and  fraudulent  from 
beginning  to  end.  The  representation  of  the  company's 
seal  which  appears  upon  it,  though  made  by  the  impres- 
sion of  the  real  seal  of  the  company,  is  counterfeit  and  no 
better  than  a  forgery.  The  signatures  of  the  two  directors 
which  purport  to  authenticate  the  sealing  are  forgeries 
pure  and  simple,  and  every  statement  in  the  doctucent  is  a 
lie.  The  only  thing  real  about  it  is  the  signature  of  the 
secretary  of  the  company,  who  was  the  sole  author  and 
perpetrator  of  the  fraud.  No  one  would  suggest  that  this 
fraudulent  certificate  could  of  itself  give  rise  to  any  right 
or  bind  or  affect  the  company  in  any  way.  It  is  not  the 
company's  deed,  and  there  is  notiiing  to  prevent  the  com- 
pany from  saying  so.  Then  how  can  the  company  be 
bound  or  affected  by  it?  The  directors  have  never  said 
or  done  anything  to  represent  or  lead  to  the  belief  that  this 
thing  was  the  company's  deed.  Without  such  a  r^resenta- 
tion  there  can  be  no  estoppel.  Tlie  fact  that  this  fraudu- 
lent certificate  was  concocted  in  the  company's  office,  and 
was  uttered  and  sent  forth  by  its  author  from  the  place  of 
its  origin  cannot  give  it  an  efficacy  which  it  do«S  not 
intrinsically  possess.  The  secretary  of  the  company,  who  is 
a  mue  servant,  may  be  the  proper  hand  to  deliver  out 
certificates  which  the  company  issues  in  due  course,  but 
he  can  have  no  authority  to  guaranitee  the  genuineness  or 
validity  of  a  document  which  is  not  the  deed  of  the  com- 
pony.  I  could  have  understood  a  claim  on  the  part  of  the 
appellants  if  it  were  incumbent  on  the  company  to  lock 
up  their  seal  and  guard  it  as  if  it  were  a  dangerous  beast, 
and  as  if  it  were  culpable  carelessness  on  the  part  of  the 
directors  to  commit  the  care  of  the  seal  to  their  secretary 
or  any  other  official,  lliat  is  a  view  which  once  com- 
mended itself  to  a  jury,  but  it  has  been  disposed  of  for 
good  and  all  by  the  case  of  Bank  of  Ireland  v.  Trustees  of 
Evans's  Charities  (1855,  5  H.L.C.  389)  in  this  House.  Of 
all  the  numerous  cases  that  were  cited  in  the  opening, 
none,  I  think,  is  to  the  point  but  Shaw  v.  Port  Philif  and 
Colonial  Geld  Mining  Company,  and  that,  as  it  seems  to 
me,  cannot  be  supported  unless  a  forced  and  unreasonable 
construction  is  to  be  placed  on  the  admissions  which  were 
made  by  the  parties  in  that  action.  I  think  the  appeal  must 
be  dismissed  with  costs. 

Lord  Davey :  My  Lords,  to  use  the  language  of  a  dis- 
tinguished Judge  of  the  last  generation,  the  appellants' 
case  seems  to  me  as  full  of  holes  as  a  colander.  There  is 
not  a  step  in  their  title  which  is  not  tainted,  with  fraud 
going  to  the  root  of  it.  Story,  whose  name  was  used  as 
transferor,  had  not  5,000  shares  to  transfer,  and  his  name 
was  forged  to  the  transfer.  There  were,  therefore,  no 
shares,  and  there  was  no  transfer.  The  seal  on  the  certifi- 
cate was,  indeed,  a  genuine  impression  of  the  company's 
^eal,  but  it  wai  placed  there  without  any  authority,  and 


(as  concisely  stated  by  Lord  Lindley  in  his  work  on  Com- 
panies. 6th  edition,  p.  346)  a  document  of  that  kind,  "if 
there  is  any  intent  to  defraud,,  is  a  forged  instrument." 
Tile  signatures  of  the  two  directors  who  purported  to 
countersign  were  also  forgeries.   The  appellants  have,  no 
doubt,  been  grossly  defrauded,  but  the  question  is  whether 
they  can  shift  the  loss  on  to  the  shoulders  of  the  innocent. 
The  company  has  done  literally  nothing  in  the  transaction, 
and  could  do  nothing,  because  in  no  stage  of  the  transac- 
tion did  it  come  before  the  board  of  directors,  which  alone 
was  entitled  to  speak  and  act  for  it.   It  is  admitted  that 
Rowe  was  the  proper  person  to  deliver  certificates  to  those 
entitled  to  them.    From  this  harmless  proposition  the 
appellants  slide  into  another  and  a  very  different  one,  that 
it  was  the  secretary's  duty  to  warrant  on  behalf  of  the  com- 
pany the  genuineness  of  the  documents  he  delivered.  There 
is  no  evidence  that  any  such  duty  or  power  wbs,  in  fact, 
entrusted  to  Rowe,  and  it  is  too  great  a  strain  on  my 
powers  to  ask  me  to  imply  it  from  the  mere  fact  of  his 
being  the  secretary  or  the  proper  person  to  deliver  docu- 
ments.   But  even  if  I  could  make  the  implication  that  the 
appetlaots  desire  I  do  not  think  it  would  assist  them,  for 
I  agree  with  the  learned  Judges  in  the  Court  of  Appeal, 
that  every  part  of  the  l^al  proposition  stated  by  Mr. 
Justice  Willes  in  his  well-known  judgment  in  Barwiek  v. 
English  Joint  Stock  Bank  (1867,  L.R.  3.  Ex.  asg,  at  p.  265; 
36  L.J.  Ex.  147,  at  p.  149)  is  of  the  essence  of  it.  Mr. 
Justice  WiUes's  words  are  these: — "The  general  rule  is 
"  that  the  master  is  answerable  for  every  such  wrong  of  the 
"  servant  or  agent  as  is  committed  in  the  course  of  the 
"service  and  for  the  master's  benefit."   Where,  therefore, 
(as  in  the  present  case),  the  secretary  is  acting  fraudulently 
for  his  own  illegal  purposes,  no  representation  by  him 
relating  to  the  matter  will  bind  bis  employers.  And  in  my 
opicioa  it  would  be  a  matter  of  reproach  if  the  law  were 
otherwise.  The  reason  for  the  qualification,  I  suppose,  is 
that  a  representation  made  under  such  circumstances, 
whether  express  or  implied,  is  also  part  of  the  same  fraud, 
and  cannot  rightly  be  considered  to  be  made  by  the  ser- 
vant as  agent  or  on  behalf  of  his  master.   Finally,  it  is,  in 
my  oinnion,  open  to  serious  doubt  whether,  on  the  facts 
of  the  present  case,  the  parties  relied  on  Rowe's  representa- 
tioa  at  all.  The  evidence  indicates  that  they  refused  to  do 
so  because  they  declined  to  part  with  their  money  00 
Rowe's  certifying  the  transfer  (as  it  is  called),  and  if  they 
acted  in  reliance  on  the  certificate  apart  from  any  repre- 
sentation, their  case,  of  course,  fails,  for  nobody  c&n 
pretend  that  the  certificate  itself 'created  any  estoppel 
against  the  company.   I  guard  myself  from  expressing  any 
opinion  whether,  even  if  the  certificate  had  been  genuine, 
but  issued  under  some  innocent  mistake,  it  wonLd  have 
been  an  estoppel  in  favour  of  the  prQsent  appellants.  It 
will  be  remembered  thg^f^c^ppiilsf^^^^jei^es  pro- 
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pounded  the  forged  transfer  to  the  company  for  registra- 
tion of  the  supposed  transferees'  names.  I  share  the  doubt 
expressed  by  my  noble  and  learned  friend  Lord  Mac- 
naghtea  in  Balkis  Consolidated  Comfany  v.  Timlanson  (1893. 
A.C.  396;  63  L.J.  Q.B.  134),  "Whether  ander  such 
"stances  a  person  ought  to  be  permitted  to  rely  upon  a 
"representation  innocently  made  to  which  he  has  in  a  sense 
"  and  to  a  certain  extent  contribated.*'  The  recent  decision 
of  this  House  in  Mayor,  &'c.  of  Sht^ld  v.  Barclay  (ai  Tht 
Times  L.R.  642  ;  (1905)  A.C.  392 ;  74  L.J.  E.B.  747)  may  be 
found  to  have  some  bearing  upon  this  point.  It  is,  how- 
ever, unnecessary  to  express  any  opinion  upon  it  on  the 
present  occasion.  I  am  of  o[dnion  that  the  appeal  should 
be  dismissed. 

Lord  James  of  Hereford^  Lord  Robertson,  and  Lord 
Atkinson  concurred. 

(32  Tims  Law  Refcrts^  713.) 


Miscellaneous, 

COURT  OF  APPEAL. 
July  II. 

(Before  Collins,  H.R.,  and  Cozbns-Hardv,  L.J.) 

Qreener  v.  Kahn  &  Co.,  Lim. 

PnuUet—Seairity  for  Costs—Costs  0/  AetioH—TnulMo/  Deed 
for  Cnditors— Insolvent  PUumtif. 

This  was  an  appeal  from  the  refusal  of  Mr.  Joatice 
Phillimore  to  order  that  the  plaintiff  should  give  secori^ 
for  the  oosb  of  the  action.  The  [daintiff  was  the  trustee 
of  the  creditors  of  one  Harris  Goldberg  under  a  deed  of 
assignment,  and  the  action  was  brought  in  respect  of  goods 
sold  and  delivered  by  Goldberg  to  the  defendants  and  goods 
sold  and  delivered  by  the  plaintiff  to  the  defendants  since 
he  had  been  carrying  on  Goldbeig's  business  Ux  the  benefit 
of  the  creditors.  The  plaintiff  himself  had  been  adjudicated 
bankrupt.  By  the  deed  Goldberg  convejred  to  the  plaintiff 
all  his  property  upon  trust  to  sell  the  same  and  collect  the 
d^ts  and  call  in  the  remainder  of  the  estate,  and  out  of  the 
moneys  to  arise  there£rom  in  the  first  place  to  pay  the 
expenses  of  the  sale,  calling  in,  and  conversion,  and  in  the 
next  place  to  pay  the  c(»ts  of  the  deed  and  all  other  expenses 
incurred  in  or  about  the  execution  of  the  trusts  thereof,  and 
then  to  pay  and  divide  the  re»due  onto  and  among 
Goldberg's  oeditora  who  should  execnte  or  assent  to  the 
deed  :  and  the  creditors,  parties  to  the  deed,  thereby  released 
Goldbeig  from  the  debts  due  to  them.  The  defendart 
applied  for  an  order  that  the  plaintiff  should  give  security 
ibr  costs  on  the  ground  that  he  was  suing  in  the  capacity  of  a 
trustee  and  solely  for  the  benefit  of  other  persons  and  was 


insolvent.  Mr.  Justice  Phillimore  refused  to  make  an  order. 
The  defendants  appealed.  It  was  contended  in  support  of 
the  appeal  that  it  was  a  well-established  rule  that  an  ins(d- 
vent  plaintiff,  who  was  not  suing  for  his  own  benefit,  must 
give  security.  In  Malcolm  v.  Hodgkinsom  (L.R.  6  Q.B,  209) 
Lord  Blackbnm  said : — "  Where  an  insolvent  person  is 
"  suing  as  trustee  for  another,  it  has  long  been  the  role  to 
**  require  secarity  for  costs."  The  only  excepttona  to  that 
rale  were  the  cases  of  a  trustee  in  bankruptcy,  an  executor, 
and  a  liquidator— Caowf/  v.  Taylor  (31  Ch.D.  34),  Sykts  v. 
Sykes  (L.R.  4  CP.  645),  Lloyd  v.  Hatktnt  Station  Brick  Com- 
pamy,  Lim.  (85  L.T.  158),  Jii  n  Strand  Wood  Company^  Lim. 
(1904,  2  Ch.  i).  The  pluntiff*s  position  wasdifierant  from 
that  of  a  trustee  In  bankruptcy.  A  trustee  In  bankruptcy 
had  statutory  duties  to  perfiarm,  and  acted  onder  the  ccmtiol 
of  the  Court,  and,  if  he  himself  beciune  bankrupt,  he  would 
be  removed  by  the  Court.  The  plaintiff  had  no  statutory 
duties  to  perform.  It  was  conloided  on  behalf  of  the 
plidntiff  that  it  was  impostible  to  say  that  the  plaintiff  had 
no  interest  in  the  action.  One  of  the  trusts  of  the  deed  was 
that  the  plaintiff  should  retain  out  of  the  assets  aU  the  costs 
of  -carrying  the  deed  into  efiiect  and  all  other  expenses 
incurred  in  the  executioa  of  the  tmsts.  lliere  was  no  reason 
wby  the  plaintiff  should  be  ordered  to  give  security  for  costs. 
The  exemption  was  not  confined  to  perscms  having  statut<H7 
duties  to  perform.  It  was  admitted  that  an  executor  was 
exempt,  but  an  executor's  duties  were  not  statutory, 
ReferenoB  was  made  to  Bhehttt  v.  Blackitt  and  Frail  (1903, 
p.  170). 

JITDGIIBNT. 

The  Court  allowed  the  appeal. 

The  Master  of  the  Rolls  said  that  this  was  an  aj^wal  from 
a  decision  of  Mr.  Justice  Phillimore,  who  refused  to  order 
the  plaintiff  to  give  security  for  costs.  The  caae  was  a  some- 
what peculiar  one,  and  they  were  told  that  there  was  no 
decision  directly  in  pcunt.  The  plaintiff^  Greener,  was 
himself  an  undischarged  bukrupt,  ud,  whether  for  that 
reason  or  not  he  did  not  know,  he  had  been  selected  by  one 
Harris  Goldberg  as  his  trustee  under  a  deed  of  assignment 
for  the  benefit  of  his  creditors.  By  this  deed  Goldberg,  being 
in  a  state  of  insolvency,  assigned  all  his  aiSsets  to  Greener  to 
distribute  among  bis  creditors,  and  Greener  brought  this 
action  against  Kahn  &  Co.  in  respect  of  a  debt  due  from 
Kahn  &  Co.  to  Goldberg,  the  assignor.  The  defendants 
applied  for  an  order  that  the  plaintiff  should  givesecurity  for 
costs.  The  question  was  whether  secarity  ought  to  be 
ordered.  It  was  pointed  oat  on  the  part  of  the  defendants 
that  the  plaintiff  was  a  mere  trustee  without  any  interest  io 
the  subject-matter  of  the  claim,  and  it  was  said  that  this  was 
an  ordinary  case  of  a  person  who  was  a  mere  shadow  and 
not  a  substance  patting  in  suit  a  claim-on  behalf  ctf  other 
persons,  and  that  it  there|fp^i^^^  ^t^i^lig 
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to  giving  setuiity  for  (»sts,  and  that  secarity  ought  to  be  referred  to  the  cases  on  the  subject,  and  uid  that  the  qnestioo 

ordered.   On  the  other  hand,  it  was  pointed  oat  oo  the  part  the  Court  had  then  to  determine  was  whether  security  should 

of  the  plaintiff  that  there  were  cert^n  well-known  exceptions  be  required  in  the  case  of  a  plaintiff  who  was  himself 

to  the  rule,  and  that  security  was  not  ordered  io  the  case  of  insolvent  and  sued  as  the  trustee  in  bankruptcy  of  an  insd- 

a  trustee  in  bankruptcy,  or  iui  executor,  or  a  liquidator  vent  estate.   He  said  that  a  tmttee  in  bankruptcy  was  not  a 

whether  in  a  voluntary  or  a  compulsory  winding-up.  The  merediadow.  that  he  was  a  persM  who  had  >  duty  to  perform 

question  was  whether  the plalntiffcame  within  the  exceptions.  — that  of  getting  in  the  estate.  Headded: — "  Then  there  has 

It  seemed  to  him  that  he  did  not.    No  authority  bad  been  "  been  an  established  practice  both  at  law  and  in  equity  to 

cited  to  show  that  he  did.   The  plaintiff  was  in  no  better  "allow  a  trustee  in  bankruptcy  to  sue  without  giving  security 

position  than  if  there  had  been  only  one  person  for  whom  he  "  for  costs"  ;  and  he  proceeded  to  refer  to  the  caw  of  Syhi 

was  acting  as  trustee  or  for  whom  he  was  putting  a  claim  in  v.  Sykes.   A  liquidator  bad  been  held  to  be  entitled  to  the 

suit.    His  position  was  none  the  better  because  there  was  same  exemption.    Now  was  there  any  reason   why  sn 

more  than  one  such  person.    On  the  face  of  his  mandate  be  assignee  who  derived  his  rights  from  acts  inter  pttrtts  should 

was  trustee  for  the  asagnor,  but  he  had  to  distribute  the  come  within  the  exemption  which  had  been  held  to  be 

assignor's  assets  and  to  pay  his  debts,  and  in  that  sense  he  applicable  to  a  trustee  in  bankruptcy  and  a  liquidator  ?  He 

was  trustee  for  the  creditors  of  tbe  assignor.    The  leading  saw  no  reason  why  such  an  assignee  should  have  the  benefit 

case  was  Couv// V.  Tdyfor.  Tliere  Lord  Justice  Bowen  said :—  of  the  exemption.    On  the  cootrary,  he  seemed  to  come 

"Tbe  K^neral  rule  is  that  poverty  is  no  l»r  to  a  litigant ;  that  within  one  or  other  of  tbe  two  classes  of  cases  in  which  Lord 

*'  from  time  immemorial  has  beea  the  rule  at  common  law,  Justice  Bowen  said  that  security  would  be  ordered.  How 

"  and  also,  I  believe,  in  equity.   There  is  an  exception  in  the  could  such  an  assignee  claim  the  immunity  of  a  trustee  in 

"  case  of  appeals,  but  there  the  appellant  has  had  the  benefit  bankruptcy?    Tbe  exemption  was  not  applicable  to  a 

"  of  a  decision  by  one  of  Her  Majesty's  Courts,  and  so  an  trustee  like  the  plaintiff.    A  trustee  in  bankruptcy  was  s 

"  insolvent  party  is  not  excluded  from  the  Courts,  but  only  statutory  person  ;  he  was  appointed  to  perform  certain 

"  prevented,  if  he  cannot  find  security,  from  dragging  his  statutory  duties  under  the  mandate  of  the  Legislature  itself. 
"  opponent  from  one  Court  to  another.   There  is  also  an  I  The  reasons  for  exempting  him  from  giving  security  did  not 

"exception  introduced,  in  order  to  prevent  abuse,  that  if  an  apply  to  a  person  who  derived  his  mandate  steely  from  tbe 

"insolvent  sues  as  nominal  plaintiff  for  the  benefit  of  will  of  other  persons.    He  did  not  know  why  Goldberg  bad 

"somebody  else  he  must  give  security.    In  that  case  the  selected  the  plaintiff  to  be  his  trustee  unless  it  were  for  tbe 

*■  nominal  plaintiff  is  a  mere  shadow.  The  two  most  ftuniliar  common  sympathy  which  might  naturally  be  expected  to 

"  classes  of  cases  of  this  kind  are  cases  where  a  person  has  bring  together  a  man  who  was  in  danger  of  bankruptcy  and 

"  divested  himself  of  his  interest  and  handed  it  over  to  some  a  man  who  had  already  become  bankrupt.    At  any  rate,  iu 

"  one  else  that  the  transferee  may  sue  for  him,  and  cases  his  opinion  tbe  exemption  was  not  applicable,  and  the  case 

"  where  a  person  who  has  commenced  a  suit  divests  himself  ought  to  be  treated  as  one  of  a  man  of  straw  suing  00  behalf 

"  of  his  intnest  during  the  course  of  the  suit  in  order  that  of  another  man  of  straw.   The  appeal  would  therefore  be 

"  another  person  may  carry  it  on  for  his  benefit.  Those  are  allowed. 

"  tbe  common  cases  ;  I  do  not  say  that  there  may  not  be       Lord  Justice  Cozens-Hardy  delivered  ju^mcnt  to  the 

"others.   In  those  cases  Courts  of  common  law  required  same  effect. 

"  security  for  costs  to  be  given."   The  Lord  Justice  then  1  (22  Timis  Law  Rtforts,  694.) 
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law  IReporte. 


A ccovntancy  and  Auditing. 

HASTINGS  COUNTY  COURT. 

July  9  and  30. 
(Before  His  Honoar  Jadge  Scolly.) 

Stevenson  0.  Bexhlll  Corporation. 

Eltctivt  A  Hitter's  Dutus. 

This  was  an  action  brought  by  Mr.  Joseph  Henry 
Stevenson,  one  of  the  elective  auditors  for  the  borough  of 
Bexbtll,  against  the  Mayor  and  Corporation  of  Bexhill,  to 
recover  certain  fees  be  stated  he  had  earned  in  his  capacity 
as  anditor. 

Mr.  WUlett,  in  opening  the  case,  said  the  action  was 
brought  by  one  of  the  elective  auditors  of  the  borough  of 
Bexhill  to  recover  the  sum  of  £ig  8s.  6d.,  his  fees  as  elective 
auditor  for  the  auditing  of  the  accouats  of  the  Corporation 
for  the  half-year  ended  September  30  last,  at  the  rate  of  two 
guineas  per  day  for  9}  days.  He  (Mr.  Willett)  said  he 
hoped  his  Honour  would  regard  the  case  not  so  much  as  a 
matter  as  to  whether  a  private  individual  was  going  to 
receive  his  salary  of  a  number  of  guineas  for  work  done 
honestly  and  to  the  best  of  his  ability,  but  rather  as  a  ques- 
tion of  great  iffl;portanoe.  Because  it  was  a  question  as  to 
whether  the  accounts  of  the  Corporation  were  to  be  properly 
audited  by  the  representatives  of  the  ratepayers,  or  to  be 
simply  glanced  over  by  any  needy  men  who  were  content 
to  accept  any  pittance  the  Corporation  were  prepared  to 
offer  them.  Elective  auditors  were  appointed  under  the 
provisions  of  mtion  25  of  the  Municipal  Corporations  Act, 
i88z,  which  set  forth  that  there  should  be  two  elective 
auditors  elected  from  among  the  burgesses.  They  must  be 
elected  by  the  ratepayers,  and  most  not  be  members  of  the 
Conndl.  Section  26  of  the  Municipal  Corporations  Act 
said  the  Treasurer  should  make  np  his  accounts  half-yearly 
on  such  days  as  the  Council  with  the  approval  of  the  Ixx:al 
Government  Board  appointed.  Section  27  said  the  neces- 
sary vouchers  should  be  submitted  to  the  auditors,  by  whom 
they  must  be  audited.  Schedule  5  of  the  Municipal  Cor- 
porations Act  did  say  that  the  Council  had  power  to 
remunerate  their  officers  out  of  the  Borough  Fund,  but  there 
was  no  specific  arrangement  in  the  Act  as  to  the  remunera- 
tion tbey  were  to  pay.  But  the  Public  Health  Act,  1875, 
sectitm  2^6,  enacted  that  auditors  in  respect  of  such  audit 
should  be  paid  such  reasonable  remuneration  not  being  less 
than  two  guineas  for  every  day  of  the  audit.  The  Bexhill 
Council  seem  to  have  taken  a  very  peculiar  view  of  the 
meaning  of  that  section.  They  seemed  to  have  thought  that 


they  had  the  power  to  appoint  the  number  of  days  the 

auditors  should  take  in  auditing  the  accounts,  but  be 
contended  that  if  the  Council  had  the  power  to  appoint  the 
number  of  the  days  of  each  audit,  the  whole  object  of  the 
Legislature  would  be  nullified.  Thus,  the  Council  would  be 
able  to  oust  the  representatives  of  the  ratepayers,  and 
prevent  them  going  properly  through  the  accounts.  It 
seemed  to  him  that  it  was  quite  clear  that  what  the  section 
meant  was  that  the  Council  had  the  power  to  appmnt  the 
remuneration,  but  it  was  limited  there,  because  it  must  not 
be  less  than  twro  guineas  a  day.  The  Council  cotild  not 
appoint  the  remuneration  to  be  one  guinea  a  day.  On 
September  25  1905  the  Council  passed  a  resolution  to  the 
effect  that  in  view  of  the  proposed  engagement  of  a  Char- 
tered Accountant  to  audit  the  accounts  of  the  Council,  that 
so  long  as  the  professional  audit  was  conducted,  the  Coundl 
appoint  reasonable  remuneration  to  each  auditor,  the  same 
not  to  exceed  five  guineas  for  each  audit.  That  nsolution, 
said  Mr.  Willett,  was  quite  ultra  virts,  because  the  Council 
had  no  power  to  appoint  the  amount  of  the  remuneration 
at  a  sum  lower  than  two   guineas  a  day,  and  they 
had  no  power   to   appoint   the   number  of   days  the 
auditors  should  take  in  the  audit.    He  did  not  suggest  that 
the  auditors  should  take  any  number  of  days  thSy  liked,  but 
that  was  a  matter  for  his  Honour  to  decide.   The  Council 
contended  on  the  case  of  Thomas  v.  Devonport,  reported  in 
the  1900  Law  Reports,  that  the  auditors  were  only  entitled 
to  be  remunerated  for  that  part  of  the  accounts  of  the 
Council  which  related  to  their  finances  as  an  urban 
sanitary  authority  under  the  Public  Health  Act.    In  the 
first  place  the  plaintiffs'  claim  in  the  present  case  was  in 
contract.    Mr.  Stevenson  had  been  elective  auditor  for  the 
borough  of  Bexhill  ever  since  the  borough  was  incorporated 
in  1902.   He  was  first  elected  on  March  i  1903.   On  every 
occasion  since  then  be  had  always  had  placed  before  him, 
with  the  other  auditors,  the  whole  of  the  accounts  of  tbe 
Corporation.    Every  book  and  every  voucher  had  been 
placed  before  him  regardless  of  whether  it  was  necessary 
under  the  Public  Health  Act  or  not.   When  he  had  com- 
pleted the  audit,  he  bad  always  received  two  guineas  for 
every  day  in  which  be  had  been  engaged  auditing  the  whole 
of  the  accounts.   This  was  done  at  Hastings  and  other 
towns,  and  Mr.  Stevenson  was  acttially  paid  two  guineas 
per  day  ever  since  his  election.    Upon  this  the  claim  was 
founded.    He  was  elected  on  March  i  1905,  and  he  audited 
the  accounts  up  till  March  31  1905,  and  be  was  paid  at  tbe 
rate  of  two  guineas  per  day  for  that.    It  was  only  on 
September  25  xgos,  a  long  time  after  bis  election,  that  any 
suggestion  was  made  that  the  Council  could  pay  less  than 
the  amount  it  was  understood  was  to  be  the  amount  payable 
to  the  elective  auditors  at  the  time  be  was  elected.   It  was 
like  engaging  a  servant  for^  I^d^ 
half  a-year  and  was  paid  for  that,  and  ms  emptier  then 
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said  be  would  pay  him  less  for  the  remainder  of  the  year. 
Mr.  Stevenson  could  not  resign.  His  duty  to  the  ratepayers 
was  to  do  the  work  he  had  been  elected  to  do,  and  therefore 
he  considered  that  in  contract  be  was  entitled  to  claim  the 
whole  amount. 

The  Judge:  He  is  dealing  with  the  corporation  of  a 
borough.  They  cannot  deal  with  him  as  a  private 
individual.   Their  power  is  rather  limited. 

Mr.  Willett  said  the  Council  had  power  to  pay  the  money 
ont  of  another  fund.  Schedule  5  of  section  19  of  the  Mnni- 
cipal  Corporations  Act  sud  that  the  Council  bad  power  to 
appoint  such  other  officers  as  were  usually  appointed  in  the 
borough  or  as  the  Council  thought  necessary. 

Mr.  Rodgers :  Are  you  going  to  prove  the  i4>pointment  ? 

Mr.  Willett :  Do  I  understaod  the  Town  Clerk  contends 
that  Mr.  Stevenson  has  never  been  appointed  elective 
auditor  for  the  borough  of  Bezhill  ? 

The  Judge :  What  is  the  section  you  are  referring  to  ? 

Mr.  Willett :  I  grant  that  it  does  say  "  officers  app(rinted 
by  the  Council,"  bnt  surely  

The  Judge :  This  gentleman  was  not  appointed  by  the 
Council.  He  is  not  an  officer  of  the  Council.  He 
is  the  representative  of  the  ratepayers  as  distinguished 
from  an  officer  of  the  Council.  His  Honour  then  read 
an  extract  from  the  judgment  of  Lord  Russell  in 
the  case  of  Thomas  v.  Dtvonport.  Lord  Russell  said  the 
plaintiff  was  not  a  servant  of  the  Corporation.  He  was 
elected  by  the  bnrgesses  of  the  borough,  and  tberelore  he 
had  no  claim  against  the  Corporation  in  respect  of  his 
services  as  elective  auditor. 

Mr.  Rodgers  (to  Mr.  Willett) :  Do  I  nnderstand  thiU  yon 
abandon  the  case  of  contract  ? 

Mr.  Willett :  If  his  Honour  is  against  me  

The  Judge :  It  is  my  opinion,  but  it  doesnot  conclnde  yon. 
(Laughter.) 

Mr.  Willett :  I  prefer  the  case  to  be  decided  under  the 
Public  Health  Act.  Continuing,  Mr.  Willett  said  that  in 
all  towns  there  was  a  Borongh  Fund.  In  Devonport  the 
rents  of  the  corporate  property  went  to  the  Borough  Fund. 
In  a  modem  borough  like  Bexhill.  however,  there  was  no 
Borough  Fund.  They  bad  no  corporate  property  excepting 
the  Town  Hall  and  the  Electric  Light  Works.  Accordingly, 
the  amount  represented  by  "  the  Borough  Fund  "  was  the 
minutest,  and  he  said  that  any  man  could  audit  the  accounts 
of  a  corporation,  so  far  as  they  related  to  the  duties  of  a  cor- 
poration as  distinct  from  the  duties  of  an  urban  sanitary 
authority,  in  a  couple  of  hours.  The  Bank  Pass  Books,  the 
Treasurer's  books,  and  the  Borough  Fund  books,  took  up  two 
pages,  while  the  other  Fasn  Books  of  the  Corporation  took 
up  just  50  pages.  The  General  District  Fund  Loan 
*ccount  took  30  pages,  the  Treasurer's  Borough  Fund 


Account  a  paltry  five  pages,  and  the  General  Accoonl 
36  pages.  He  was  not  touching  the  Sanitary,  Electric  Light, 
and  a  number  of  other  accounts. 

Mr.  Rodgers  said  he  admitted  that  two  hourt  was  anfficieat 
for  the  Borough  Fund,  &c.,  if  that  would  help  his  friend. 

Mr.  Willetl,  continuing,  said  that  the  whole  of  the  other 
accounts  of  the  Corporation  were,  within  the  meaning  of  this 
section  of  the  Public  H«ilth  Act,  accounts  of  the  receipts 
and  expenditure  under  this  Act,  and  that  was  what  they  were 
entitled  to  remuneration  for  auditing.  Mr.  Willett  then  took 
theaccounts  of  various  Committees,  whose  works  were  carried 
out  under  the  Public  Health  Act.  He  referred  to  the 
Cemetery,  and  Parks  and  Pleasure  Grounds  Committee,  to 
the  allotments  of  the  Corporation  and  the  electric  lighting. 

The  Judge  asked  for  a  table  of  the  various  heads  of  the 
audit. 

Mr.  Willett  said  he  had  a  list  of  the  books  submitted  to  the 
elective  auditors,  and  supplied  by  the  Town  Clerk.  The 
Town  Clerk  and  he  were  agreed  that  the  only  part  of  the 
audit  for  which  they  were  not  entitled  to  remuneration  was 
the  Borough  Fund. 

Mr.  Rodgers :  Quite  so. 

Mr.  Willett :  And  also  that  it  would  only  take  two  hours. 

Mr.  Rodgers :  Yes. 

The  Judge :  Is  the  real  dispute  as  to  time  ? 

Mr.  Rodgers :  That  is  it  entirely.   It  is  a  simple  issue. 

The  Judge :  It  may  be  a  simple  issue  as  regards  words, 
but  it  is  not  to  decide.  (Laughter.) 

Mr.  Willett  said  the  audit  had  always  taken  three  auditors 
between  five  or  seven  days. 

Mr.  Rodgers  s^d  he  gathered  from  his  friend's  cqiening 
that  there  was  this  difference  between  them.  Mr.  Willett 
rc^ptfded  this  audit  as  a  full  and  ample  audit  of  all  the  books 
of  the  Corporation.  But  the  Dtvonport  case  showed  that  the 
audit  was  strictly  limited.  The  issue  was  as  to  whether  the 
auditors  were  entitled  to  audit  more  than  the  Borough 
Treasurer's  accounts.  The  jtidgment  of  Lord'JusticeRussell 
said  the  audit  was  a  strictly  Ifnuted  one,  and  was  not  an 
audit  of  the  doings  of  the  various  Committees,  but  simply  an 
audit  of  their  Borough  Treasurer  as  an  accounting  officer. 
Lord  Justice  Russell  did  not  approve  of  all  the  language  osed 
by  Mr.  Justice  Phillimore,  bnt  he  did  not  inany  way  qualify 
the  language  which  had  just  been  read.  He  himself  refnred 
to  the  audit  as  an  audit  only  of  the  Borough  Treasurer,  who 
was  an  official  distinctly  apart  from  the  Corporation,  and 
whose  books  were  a  set  of  books  altt^her  outside  the  books 
of  the  Corporation. 

Mr.  Willett  contended  that  Lord  Russell's  judgment  did 
qualify  this  part  of  Justice  Phillimore's  remarks,  when  the 
formn:  said  the  audit  was  incomplete  and  imperfect. 

Mr.  Rodgers :  That  does  not  in  way  qualify  the  language. 

The  Judge  said  that  did  not  enlarge  the  scope  of  the  audit 
;  as  defined  by  Mr.  Jnstiddiililttitnore.^  Lord  Russell  simply 
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said  it  was  within  the  competence  of  the  aaditor  to  satisfy 
himself  that  the  payments  were  le^al  and  r^lar.  He  did 
not  go  beyond  aaditing  the  accounts  of  the  Borough  Treasnrer. 

Mr.  WUlett  aqpoed  that  that  enonnonsly  extended  the 
scope  of  the  audit. 

The  Judge  said  of  course  the  auditor  had  the  right  to  call 
for  evidence,  hot  that  did  not  enlarge  the  scope  of  the  andit. 
It  did  not  turn  the  andit  from  an  andit  of  the  Treasnrer's 
books  to  an  audit  of  all  the  books  of  the  Corporation. 

Hr.  Rodgers :  That  is  my  point. 

Mr.  Willet :  I  do  sabmit  we  are  bound  to  andit  all  the 
books  of  the  Corp(»ati(m. 

Mr.  Rodgers  said  he  thought  time  would  be  saved  if  at  that 
stage  they  decided  what  was  the  extent  of  the  andit.  Section 
246  (rf  the  Public  Health  Act  stated  that  where  the  authority 
was  a  Corporation  the  accounts  should  be  audited  by  the 
borough  auditors,  and  the  auditors  should  have  like  duties, 
as  if  they  were  auditing  mnnldpal  accounts.  As  to  the  type 
of  the  audit,  they  were  referred  to  the  Municipal  Corpora- 
tions Act  of  1882.  In  section  18  of  that  Act  they  had 
scarcely  any  reference  to  the  accounts  of  the  Corporation. 
They  got  nothing  dse  beyond  the  accounts  of  an  official  out- 
side the  CorporatioD  who  was  called  a  Treasurer.  The  Act 
said  that  every  Council  should  appoint  a  Treasurer,  and  to 
show  that  he  must  be  an  outside  official,  it  said  the  Town 
Clerk  must  not  be  the  Treasurer.  Section  35  said  there  must 
be  two  elective  anditors,  but  no  reference  was  made  as  to 
their  duties.  It  was  section  26  which  said  that  the  Treasnrer 
must  make  up  his  accounts  half-yearly.  Section  27  said  the 
TrBasurermustsnbmit  his  accounts  with  vouchers  and  papers, 
and  the  elective  anditors  must  audit  them.  So  far,  no  refer- 
ence was  made  to  anything  beyond  the  Treasnrer's  accounts. 
The  only  duty  of  the  elective  auditors,  according  to  an 
ordinary  rendering  of  these  sections,  was  that  the  audit  was 
of  the  Treasurer's  accounts.  Mr.  Rodgers  proceeded  to  reler 
to  the  Dtvonp*rt  case,  of  which,  he  said,  he  had  a  private 
report  which  set  out  the  case  very  clearly.  It  was  srat  him 
by  the  Town  Clerk  of  Devonport. 

Mr.  Willett :  Why  not  take  the  Law  Reporte  ? 

Mr.  Rodgers  said  the  report  he  had  simply  put  in  plain 
language  just  the  references  to  the  sections  he  had  given. 
Justice  FhUUmore,  in  the  report  before  his  Honour,  said 
the  andit  was  strictly  limited.  It  was  dmply  an  audit  of 
the  accounts  of  the  Borough  Treasurer  as  an  accounting 
suithority.  Justice  Fbillimore  said  he  agreed  that  the 
Treasurer  could  not  shut  his  eyes  in  the  fiwe  of  a  bill  which 
was  obvionsly  not  a  bill  which  could  be  passed  by  the  Cor- 
poration. The  Borough  Treasurer  could  not  shelter  himself 
behind  the  three  signatures.  Lord  Justice  Russell  did  not 
agree  with  that  sentence.  The  auditor  he  said,  must  not 
only  look  for  a  vMdier  and  see  that  the  voucher  was  within 
the  province  of  Uie  Council  or  not,  bat  he  must  go  a  little 
further  where  there  was  doubt,  and  Lord  Russell  just 


amplified  this.  But  it  must  not  be  suggested,  argued  Mr. 
Rodgers,  from  this,  that  Lord  Russell  amplified  the  audit  as 
regarded  the  books  that  were  to  be  audited. 

Mr.  Willett  said  it  was  his  contenUon  that  the  whole  of 
the  books  of  the  Corporation  were  the  Treasnrer's 
accounts  ;  they  could  not  distinguish  between  them.  They 
could  take  the  Postage  Book,  for  instance. 

The  Judge :  Surely  you  are  dealing  with  the  Treasurer  as 
an  accounting  official  ? 

Mr.  Rodgers  put  in  certain  books  which  he  said  were  the 
Treasurer's  accounts. 

Mr.  Willett  remarked  that  the  books  put  in  were 
practically  Pass  Books.  The  Treasurer  of  the  borough  of 
Bexbill  was  manager  of  a  bank  at  Lewes.  To  all  intents 
and  purposes  the  books  before  his  Honour  were  nothing 
more  or  less  than  Bank  Pass  Books.  They  would  not  find 
any  detail  in  them  whatever.  Surely  the  Treasurer  was 
responable  for  the  accounts  of  the  Con>orationl  Mr. 
Rodgers  might  as  well  say  he  was  not  responsible  for  what 
went  on  in  his  office. 

The  Judge  said  that,  as  far  as  the  authorities  read  to  him 
went,  the  only  audit  which  was  to  be  made  was  the  audit  of 
the  Treasurer's  accounts,  whatever  they  might  be. 

Mr.  Willett :  The  Treasurer  is  responable  for  the  whole 
of  the  accounts. 

The  Judge  :  He  is  responsible  for  everything  he  receives. 

Mr.  Willett :  Supposing  the  Treasurer  draws  a  cheque  for 
£10  for  stamps,  and  pays  that  to  the  Finance  Clerk,  who 
pays  it  to  the  Stamp  Distribution  Clerk.      goes  here,  and 
there  to  the  various  offices.   It  is  our  duty  to  trace  the 
whole  of  those  amounts. 

The  Judge :  To  see  that  every  stamp  is  duly  licked  and 
applied  to  the  envelope.  It  would  be  absurd.  His 
Honour  added  that  Lord  Russell  only  said  there  should  be 
a  fair  and  reasonable  examination  of  the  vouchers. 

Mr.  Willett  agreed.  He  said  they  had  to  make  a  fair 
and  reasonable  examination  of  the  payments  of  postage 
stamps.-  He  did  not  say  they  should  see  every  letter  that 
was  charged  a  penny.  That  was  going  too  far. 

The  Judge:  Can't  yon  give  me  a  sample  instance  to 
show  how  it  «rauld  apply? 

Mr.  \\nilett,  answering,  said  that  in  going  through  the 
Stamp  Distributfon  Account  and  comparing  it  with  the 
Rate  Collector's  account,  they  found  a  difference  of  /a, 
which  had  to  be  put  right.  Surely  they  had  to  trace  that. 
If  they  had  not  done  so,  ^at  £»  would  never  have  been 
discovered. 

The  Judge  asked  what  were  the  otlier  items  in  the 
Treasurer's  accounts,  and  Mr.  Willett  said  that  one  book 
on  the  table  was  the  Treasurer's  General  Account. 

Mr.  Rodgers  said  ^  book  was  a  General  Cadi  Book 
belonging  to  the  Corporation.  The  Treasurer  ba&  aever 
seen  it  Digitized  by  V 
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Mr.  Willett :  Then  he  ought  to  have. 
Mr.  Rodgers :  It  is  a  Cash  Journal. 
The  Judge :  Who  keeps  it? 

Mr.  Rodgers  :  The  Accountant.  It  has  never  been  in  the 
Treasurer's  hands.  It  is  only  a  book  we  have  to  keep  for 
Corporation  purposes,  and  is  apart  altogether  from  there 
being  such  an  office  as  Treasurer. 

Mr.  Willett :  The  Treasurer  does  not  see  anything  of  the 
accounts.   He  is  only  a  bank  manager. 

Reading  the  section  of  the  Act  quoted  by  Mr.  Rodgers, 
the  Judge  said  it  seemed  that  the  auditors  had  to  audit 
the  accounts  of  the  Council  or  the  Borough  under  the  Act. 

Mr.  Rodgers  said  the  section  continued  to  the  effect  that 
the  auditors  should  proceed  with  the  audit  in  a  like 
manner,  and  ha\-e  like  powers  and  authority,  and  perform 
like  duties  as  in  the  case  of  the  audit  of  municipal  accounts. 

The  Judge :  I  don't  see  how  that  alters  the  initial  words 
of  the  section. 

Mr.  Rodgers :  The  audit  is  the  audit  of  the  Treasurer's 
accounts,  and  this  fuller  judgment  I  have  here  shows  that. 

Mr.  Willett :  I  can't  look  at  a  judgment  that  is  not 
reported  in  the  Law  Reports. 

The  Judge ;  I  cannot  accept  notes  which  are  not  by  a 
barrister  or  a  solicitor. 

Mr.  Rodgers  said  that  nnfortuaately  this  was  a  passage 
which  bore  out  what  he  was  saying. 

The  Judge :  1  cannot  gather  from  this  report  whether 
Lord  Justice  Russell  agrees  with  Justice  Phillimore 
in  saying  that  the  accounts  of  the  audit  are  simply  the 
accounts  of  the  Treasurer  as  distinct  from  the  accounts  of 
the  Council.  He  differs  from  Justice  Phillimore  as  to  the 
nature  of  the  evidence  which  ought  to  be  gone  into,  but 
I  canmot  see  that  he  limits  in  one  way  or  ano&er  as  to  the 
scope  of  the  audit. 

Mr.  Rodgers  replied  that  Lord  Russell  said  that  but  for 
certain  words  of  Justice  Phillimore  the  case  would  not 
have  gone  on. 

Mr.  Willett:  Lord  Russell  took  the  view  that  the 
Borough  Treasurer  is  responsible  for  the  whole  of  the 
accounts.  I  do  not  know  what  is  the  distinction  between 
the  Treasurer's  books,  and  what  are  not  the  Treasurer's 

books. 

Mr.  Rodgers :  The  Treasurer's  books  are  the  books  the 
Treasurer  keeps. 

The  Judge :  The  Treasurer  here  is  simply  a  banker. 

Mr.  Rodgers :  It  is  the  practice  of  a  number  of 
corporations. 

The  Judge :  How  the  audit  could  be  said  to  be  an  audit 
of  the  accounts  of  the  Council  I  cannot  understand. 

Mr.  Rodgers ;  Our  case  entirely  is  that  it  is  an  audit  of 
the  accounts  of  the  Borough  Treasurer. 

After  reading  section  346  of  the  Act,  the  Judge  said  that 


low  the  auditor  of  the  Bank  Pass  Books  coold  be  the 
luditor  of  receipts  and  expenditure  he  could  not  say. 

Mr.  Rodgers :  I  have  here  a  full  judgment,  but  your 
tlonour  does  not  wish  it. 

The  Judge :  I  should  like  your  jui^ment  if  I  could  be 
latisfied  of  the  correctness  of  the  report. 

Mr.  Rodgers :  It  comes  from  a  litigating  party. 

The  Judge :  That  makes  it  all  the  more  suspicious. 
Laughter.) 

Mr.  Rodgers  then  read  in  detail  the  sections  of  the 
Municipal  Corporations  Act  which  had  reference  to 
elective  auditors.  Subsequently  he  said  he  agreed  that  if 
:he  auditors  had  to  do  more  than  the  Treasurer's  accounts 
line  days  was  not  unreasonable,  but  to  show  the  absurdity 
)f  such  a  contention,  an  elective  auditor  woiild  take  five 
tr  six  years  to  audit  the  accounts  of  Liverpool,  or  any 
rown  of  importance.  Also  the  auditor  who  carried  out  the 
Oevonport  audit,  instead  of  taking  what  Lord  Justice 
Russell  said,  four  days,  as  being  ample,  would  have  taken 
■nore  than  ten  times  the  time. 

Mr.  Willett  said  they  all  knew  that  in  big  towns,  where 
it  was  impossible  for  the  elective  auditors  to  carry  out  the 
ludit,  they  had  professional  auditors.  There  was  only 
>ne  town  that  had  turned  out  tiie  elective  auditors  and 
relied  on  the  professionals,  and  that  was  Huddersfield. 

The  Judge  asked  where  the  duties  of  the  Tteaaurer  were 
iefined. 

Mr.  Willett :  Only  in  sections  36  and  27. 

Mr.  Rodgers :  No,  sir.  I  have  got  something  else.  Sec- 
-ion  141  says  that  orders  of  the  Council  for  payments  of 
noneys  out  of  the  Council  shall  be  signed  by  three 
Tiembers  of  the  Council,  the  Town  Clerk,  and  the 
Treasurer. 

The  Judge :  Is  there  any  provision  in  the  Act  which 
requires  that  all  accounts  must  go  to  the  hands  of  the 
Treasarer? 

Mr.  Rodgers :  Section  ai  covers  all  the  accounts  which 
officials  of  the  Corporation  receive. 

The  Judge:  Under  the  Municipal  Corporations  Act 
rhcy  could  not  recover  anything  under  the  Public  Health 

Act. 

Argument  ensued  as  to  what  were  the  Treasurer's  books, 
rhe  General  District  Fund  Account,  the  Electric  Light 
.Vccount,  &c.,  were  taken,  and  Mr.  Rodgers  said  the 
Treasurer  had  never  seen  them. 

The  Judge  :  The  question  is,  are  they  properly  described 
:is  Treasurer's  accounts?  He  is  responsible  for  all  receipts. 
.\11  receipts  of  ifae  Corporation  ought  to  come  in  the  hands 
of  the  Treasurer. 

Mr.  Rodgers :  And  as  soon  as  they  come  there  bis 
l  esponsibiliQr  begins. 

When  the  question  "f^^^efflv  Qw^?^^"'"* 
Mr.  Rodgers  came  on  agam  at  a  later  sta^  the  Town 
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Clerk  said  he  did  not  mind  having  the  case  adjourned  for 
the  attendance  of  the  shorthand  vriter  who  took  the  notes. 

The  Judge  said  he  could  not  go  oatside  the  report  he 
had.  The  case  must  be  adjourned,  or  else  he  must  reserve 

judgment. 

Mr.  Willett  said  the  whole  of  the  trouble  had  arisen 
through  the  Town  Council  appointing  an  auditor  of  theii 
own  and  attempting  to  oust  the  auditors  appointed  by  the 
ratepayers. 

The  Judge :  If  you  make  provoking  statemenU  you  will 
be  answered. 

Mr.  Willett :  I  am  going  to  prove  that  the  professional 
auditor  appointed  by  the  Corporation  came  down  here 
and  took  ten  days  to  audit  those  very  accounts.  Mr. 
Willett  added  that  it  was  the  most  conclusive  evidence 
possible  that  an  amateur  had  only  taken  nine  days. 
The  Judge  :  Did  the  plaintiff  work  by  himself  7 
Mr.  Willett:  The  Mayor's  auditor  did  not  come  at  all. 
because  the  Corporation  had  appointed  their  own  profes- 
sional auditor.  The  two  elective  auditors  worked  four 
and  a-half  days,  and  then  a  discussion  took  place  between 
them  and  the  Town  Clerk.  The  result  was  that  one  of  the 
auditors  said  he  was  not  coming  again  if  he  could  not  see 
all  the  books.  He  did  not  return,  and  the  other  auditor 
adjourned  the  audit.  A  suggestion  came  from  the  Town 
Council  that  the  audit  should  be  resumed,  and  it  took 
Altogether  nine  days.  Practically  half  that  time  Mr. 
Stevenson  was  by  himself.  Continuing,  Mr.  Willett  said 
it  would  take  a  great  deal  longer  for  one  to  undertake  the 
audit  than  two,  and  another  thing  whidi  made  the  audit 
of  the  accounts  of  the  borough  of  Bexhill  take  such  a  great 
deal  of  time  was  the  very  meagre  nature  of  the  accounts 
kept. 

Mr.  Rodgers :  Your  own  client  says  he  finds  the 
accounts  in  order. 

Mr.  Willett:  1  don't  say  they  are  not  in  order. 
Irregularities  were  discovered  «4iich  were  afterwards  put 
right.  Mr.  Willett  then  read  out  the  totals  of  several 
accounts  viAich  had  nothing  to  show  what  they  were  for. 
He  submitted  that  the  consideration  on  account  of  which 
payment  was  made  should  have  been  put  down. 
Mr.  Rodgers :  The  vouchers  show  it. 
Mr.  Willett:  I  say  it  is  not  the  proper  way  to  keep 
accounts.   It  takes  a  great  deal  longer  to  audit  them. 

The  plaintiff,  Mr.  Joseph  Henry  Stevenson,  was  then 
examined.  He  said  he  lived  at  Brockley  House,  Kndwell 
Road,  and  was  first  appointed  elective  auditor  in  March 
1903.  He  had  been  appointed  ever  since.  Before  the 
present  audit  three  auditors  did  the  work— the  Mayor's 
auditor  and  the  two  elective  auditors.  They  all  worked, 
and  the  first  two  audits  took  five  days  each,  and  the  other 
ones  six  days. 


Mr.  Willett:  Why  have  you  taken  more  since  then? — 
The  books  have  increased  since  the  incorporation  of  the 
town  to  almost  double. 

How  long  did  it  take  the  first  year  you  audited  with  Mr. 
Thomas? — Seven  days;  Mr.  Thomas  about  five,  and  the 
Mayor's  auditor  six. 

You  were  paid  two  guineas  for  all  those  occasions 
without  objection? — ^Yes. 

What  books  did  they  produce  to  you?— The  whole  of  the 
books  of  the  Corporation  up  to  date. 

Could  you  do  tiie  work  in  less  time?— Certainly  not. 

What  do  yon  say  about  the  professional  auditor?— The 
Town  Clerk  wrote  me  a  lettor  to  ask  me  to  go  and  see  the 
professional  auditor.  I  refused  to  go.  I  contended  the 
professional  auditor  was  the  servant  of  the  Corporation, 
and  I  was  the  servant  of  the  ratepayers. 

And  when  did  you  start  auditing  the  accounts  for  the 
year  ending  September  last? — On  the  6th,  ;th,  8th,  9th, 
and  toth  of  February,  the  i3th  and  13th  of  February,  and 
8th  and  9th  of  March  up  to  the  adjournment. 

How  long  were  you  there  on  the  loth? — Up  till  about 
7.30  in  the  evening.   1  had  no  assistance  whatever. 

What  tame  did  you  start? — At  9.30. 

Mr.  Willett:  That  is  the  additional  two  hours  which 
are  going  to  be  knocked  oS,  your  Honour.  My  friend  and 
I  are  agreed  that  two  hours  are  sufficient  for  the  Borough 
Fund. 

Mr.  Rodgers:  The  Treasurer's  accounts. 

The  Judge  :  The  accounts  relating  to  the  Borough  Fund, 

I  understood. 

Mr.  Rodgers :  On  my  system  two  hours  would  be  quite 
sufficient  for  the  accounts  of  the  Treasurer. 

Plaintiff,  in  further  examination,  said  the  relative  size 
of  the  Borough  Fund  Accounts  to  the  remainder  was  two 

pages  to  fifty. 

In  the  aggregate  Balance  Sheet  produced  by  Mr. 
Willett  the  liabilities  of  the  Corporation  District  Fund 
Account  were  put  at  £47,047,  and  those  of  die  Borough 
Fund  at  only  £^,200. 

The  Judge :  The  Borough  Fund  might  be  regarded  as 
one-tenth  of  the  whole. 

Plaintiff,  continuing,  said  Mr.  Thomas  was  with  -him 
four  and  a-half  days — two  and  a-half  days  before  the 
adjournment  and  the  remainder  afterwards. 

Mr.  Rodgers :  Assume  for  the  moment  that  these  are  the 
books  you  have  to  audit. — It  would  not  take  many  miuutes 
to  audit  them. 

I  am  calling  them  the  Treasurer's  accounts.  How  long 
would  it  take  to  audit  the  books? — I  don't  call  them  the 
Treasurer's  accounts. 

How  would  you  audit  ?  This  is  the  book  which  contains 
the  largest  amount  of  work,  the  District  Fund^evenu^ 
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Account. — That  is  the  amount  of  money  paid  to  the 
Treasurer  and  the  amount  paid  ont. 

The  Judge :  The  question  is,  how  long  would  it  take  to 
audit  them? 

Mr.  Rodgers  took  the  plaintifi  through  one  page  of  the 
book,  and  asked  how  he  would  audit  it. 

Plaintiff  said  he  would  find  out  from  whence  the  money 
had  been  derived. 

Mr.  Rodgersi  You  call  yourself  an  accountant? — No. 

I  see  by  a  mistake  you  are  called  that  in  the  summons, 
but  that  does  not  matter.  How  would  you  audit  this  pax- 
ticular  entiy  in  this  book?— By  going  'through  the 
vouchers  and  particulars  of  that  particular  item.  Proceed- 
iug,  he  said  he  should  look  to  see  that  sums  purporting  to 
be  collected  had  been  collected. 

Mr.  Rodgers :  If  you  saw  tibie  sum  here  tallied  with  the 
sum  in  the  Corporation  books  and  was  shown  to  have  been 
paid  to  the  Treasurer,  would  that  have  been  audited? — 
Certainly.  I  don't  know  exactly  what  yon  are  talking 
about.  You  are  wandering  a  bit  wide. 

There  is  no  occasion  to  be  impertinent. — If  it  is  like  the 
Electric  Light  Books,  I  cannot  understand  them,  and  no 
man  could. 

Yon  know  there  is  a  book  called  the  AUotment  Rent 
CoUector's  Account?— I  don't  know  tbe  names  of  all  the 
books  you  have  got. 

Mr.  Rodgers  took  the  plaintiff  through  several  accounts, 
and  Mr.  Stevenson  said  he  would  require  to  know  from 
yrhttac  the  various  amounts  had  come. 

The  Judge :  Supposing  your  whole  duty  was  to  audit 
those  books  there,  would  it  be  sufficient  for  your  purposes 
to  find  in  that  book  the  source  from  which  the  amounts 
credited  in  that  book  came? — If  it  was  my  duty  to  do  no 
more  than  that,  yes. 

Mr.  Rodgers  :  Now  we  have  a  payment  to  Hodgkinson  of 
£4  IIS.  4d.  In  checking  these  items  you  would  check 
them  with  the  vouchers? — Yes. 

When  yon  have  seen  the  vouchers  giving  a  description 
in  respect  of  which  each  payment  is  made,  and  you  have 
seen  that  Ho(%kinson  purports  to  have  received  a  cheque, 
is  that  an  audit  of  this  payment? — don't  check  them  with 
the  -vouchers.  I  check  that  green  book  with  the  vouchers, 
and  that  book  by  the  vouchers. 

Tell  me  this,  Mr.  Stevenson :  Are  those  vouchers 
arranged  in  the  order  in  which  the  payments  appear  in 
that  book  there? — I  believe  they  are. 

Are  they,  or  are  they  not? — Sometimes  they  are  and 
sometimes  they  are  not. 

The  general  practice  is  for  them  to  be  arranged  in  that 
order? — ^The  general  practice  is  for  them  not  to  be  so. 

The  Judge  :  They  are  not  generally  arranged  ?— They 
have  been  very  much  better  this  last  twelve  months. 


Mr.  Rodgers:  Were  they  arranged  at  the  last  audit?— 
They  were  not. 

In  bow  many  cases  were  they  not  in  order? — did  not 
book  the  cases.   I  got  throng  the  audit  as  quickly  as 

possible. 

You  are  here  to  say  they  are  not  in  order  by  the  entries 
there.— I  won't  split  straws  with  you.  Don't  get  m«  to 
say  anything  that's  not  true,  because  yon  will  not  do  it. 

To  audit  fifty  pages  of  receipts  and  payments  with 
entries  in  the  Corporation  books,  seeing  payments  to  the 
Treasurer,  and  vouchers,  and  seeing  receipts  for  pay- 
ments, how  toDg  would  it  take?— There  are  other  things 
to  g^  with  them. 

Answer  the  question. — One  day. 

That  is  just  what  my  evidence  gives. — That  book,  I  aay. 
I  am  not  referring  to  the  book  his  Honour  has  got 

Assume  those  are  the  Treasurer's  books,  and  that  those 
are  all  you  have  to  audit ;  would  the  type  of  audit  I  have 
put  to  you  be  a  sufficient  audit?— Certainly  not. 

There  is  an  Allotment  Rent  Collector's  Account.  Does 
that  account  show  the  number  of  small  payments  from  the 
tenants  of  allotments? — It  dues. 

Does  that  account  on  the  other  side  show  by  payment  to 
the  Treasurer  a  certain  sum? — Yes. 

If  you  turned  to  the  General  Fund  Account  of  the 
Treasurer,  would  you  expect  to  see  this  sum  £4  7s.  ad. 
entered  to  correspond  with  this  payment  to  the  Treasurer? 
—Yes. 

When  you  had  seen  that  the  Tireasurer  properly 
accounted  for  this  payment  entered  into  this  book,  would 
that  have  been  an  intelligent  audit? — It  would  not  without 
the  vouchers. 

The  vouchers!    What  for? — For  the  receipts. 

You  are  saying  that  the  Treasurer  should  concern  him- 
self as  to  how  so-and-so  paid  this  or  that? — I  say  the 
Treasurer  does  not  concern  himself  at  all.  He  takes  the 
amounts  paid  in  or  out. 

And  if  that  book  shows  the  sum  paid  to  the  Treasurer, 
and  the  Treasurer  shows  he  has  received  it,  is  that  not  an 
intelligent  auditi^Kor  that  particular  book,  but  not  for 
the  amounts  received  from  the  allotments. 

The  Judge :  It  is  not  a  general  audit  of  the  finances  of 
the  Corporation. 

Mr.  Rodgers  (to  plaintiff):  In  the  Electric*  Light 
Accounts  would  you  consider  it  your  duty  to  go  through 
the  counterfoil  receipt  of  each  consumer? — Yes. 

What  part  of  youi  nine  days  was  taken  up  in  doing  that? 
There  are  about  500  or  600  consumers  in  the  town.— About 
a  day,  'I  should  think. 

There  are  about  500  or  600  consumers  in  Bexhill. 
Assume  there  were  5,000  or  10,000.  How  long  would  it 
take  you  to  go  through  die  counterfoils?  days? — ^If 
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thej  were  entered  vp  like  yonx  counteifoils,  it  would  take 

twenty. 

Mr.  Rodgers  said  he  did  not  wish  to  go  into  other 
matters,  lit  would  not  be  to  Mr.  Stevenson's  credit  if  be 
did. 

Plaintiff :  I  wish  you  would. 

In  further  cross^xamination,  Mr.  Stevenson  said  he  had 
to  adjourn  the  audit. 

The  Judge :  Because  the  counterfoil  receipts  were  in 
such  bad  order? — Yes,  sir. 

Mr.  Rodgers :  What  do  yon  mean,  by  that?  They  are  in 
consecutive  order  through  the  books. — The  collector  of  a 
particular  rate  signed  receipts  a  fortnight  in  front  of 
himself. 

Did  you  report  the  accounts  in  order? — ^After  we 
adjourned  it,  and  after  you  put  them  in  order. 

Just  to  show  the  type  of  auditor  the  Council  have  to  deal 
with ;  you  reported  the  irregular  way  in  which  the  accounts 
were  kept,  and  that  certain  items  and  books  had  been 
tampered  with? — I  did. 

Did  the  Council  ask  for  particulars?— Yes. 

Was  your  reply,  "We  do  not  feel  disposed  to  enter  into 
"  any  controversy  over  the  report,  and  have  no  inclination 
"to  reply  to  details"? — Now  Til  explain.  I  think  his 
Hononr  should  know. 

The  Judge ;  What  is  yonr  explanation  ? 

Plaintiff  (to  Mr.  Rodgers) :  In  consequence  of  your 
Interference  with  the  audit  of  the  Electric  Light  Accounts 
we  had  to  adjourn  the  audit.  Yon  refused  to  allow  the 
collecting  clerk  to  give  us  any  information  in  the  matter 
of  ^3  i6s.  lod.,  said  not  to  have  been  paid  by  a  consumer, 
Mr.  David  Page.  As  we  were  getting  information  from 
the  clerk  the  Town  Clerk  ordered  him  away,  and  refused 
any  information  whatever.  We  had  to  adjourn  the  audit, 
and  found  the  book's  pencil  totals  taken  out.  The 
16s.  tod.  had  been  paid  four  months  before  that. 

Mr.  Rockers :  Is  that  the  explanation  you  refused  to  give 
to  the  Conncil?  I  thought  yon  said  the  books  were 
tampered  with,  and  yon  refused  to  give  an  explanation 
even  to  the  Council? — ^We  refused  to  give  any  one  any 
explanation. 

Mr.  Rodgen  drew  the  plaintiff's  attention  to  an  entry 
"D.  Page,  £j  i6s.  lod.,  March  35  1905,"  and  asked  what 
was  the  order  in  which  this  account  was  entered  during 
the  audit. 

Plaintiff:  I  say  it  was  not  marked  paid  until  after  the 
adjonnuneut.  You  marked  it  paid,  and  then  you'll  find 
you  carried  that  into  another  item  and  made  it 
''j^6  173.  9d.  paid,"  so  that  £3  16s.  lod.  was  paid  twice. 
Mr.  Page  knew  it  was  paid  four  months  previously.  I 
should  like  his  Hononr  to  see  if  those  figures  have  not 
been  scratched  out. 

Tlie  Judge :  I  am  not  going  into  that 


Mr.  Rodgers  put  questions  to  the  plaintiff  on  the 
assumption  that  the  Treasurer's  accounts  were  the  only 
ones  he  had  to  audit,  but  it  was  some  time  before  this 
assumption  became  clear  to  Mr.  Stevenson.  In  answer  to 
Mr.  Rodgers,  he  said  he  considered  it  his  duty  to  go 
through  the  counterfoils  of  the  rates,  and  denied  that  it 
would  take  years  to  do  this  in  a  town  with  a  population 
of  600,000.  It  took  about  three  days  to  go  through  the 
counterfoils  of  the  rate  collector. 

Mr.  Rodgers:  There  are  about  4,000  ratepayers  in 
BexhillT— No. 

There  are  3,000? — Over  3,000. 

And  there  is  a  population  of  15,000? — No. 

Fourteen  thousand? — No.  Over  13,000. 

If  it  takes  yon  three  days  to  complete  counterfoils  of  the 
rates,  if  you  can  calculate,  will  yon  within  a  day  or  two, 
assuming  you  are  elective  auditor  of  Liverpool,  say  how 
long  it  would  take? — I  have  never  been  to  Liverpool. 

How  long  would  it  take  to  get  through  the  counterfoil 
receipts  of  some  100,000  ratepayers?  Would  it  take  some 
months? — Certainly  not. 

The  plaintiff  did  not  agree  with  views  put  forward  by 
Mr.  Rodgers  as  to  the  duties  of  an  elective  auditor.  As  Mr. 
Rodgers  proceeded,  Mr.  Stevenson  said  he  did  not  under- 
stand, and  could  not  answer  the  questions. 

Mr.  Rodgers ;  I'll  read  this  again,  and  I  think  his 
Honour  will  see  the  perverseness  we  have  to  put  up  with 
at  Bexhill:  "It  is  necessary  to  clearly  understand  that  an 
"elective  auditor  is  not  an  auditor  performing  duties  of  a 
"purely  arithmetical  character."  Do  you  understand  that? 
—I  do  not.  {Laughter). 

The  Judge:  What's  the  word  that  troubles  yon? 
"Arithmetical"?  (Laughter.)  Your  duties  are  not  con- 
fined merely  to  adding  up  figures  and  "saying  they 
correctly  balance. — That's  all  we're  concerned  in — add- 
ing up  figures  and  saying  they  are  correct. 

The  Judge :  Is  it  that  only?— I  take  it  so. 

Mr.  Rollers :  We  are  getting  now  to  fathom  an  elective 
auditor's  intelligence.   This  is  the  view,  "It  is  necessary 

to  clearly  understand  that  an  elective  auditor  is  not  an 
''auditor  in  the  ordinary  commercial  sense,  performing 
'duties  of  a  purely  arithmetical  character." — I  do  not 
understand  what  you  mean.  I  understand  my  duties. 

ril  give  that  up.  It's  too  much.  No,  you  don't  tmder- 
stand  it.  "  This  kind  of  work  is  very  useful  and  necessary, 
but  is  entirely  beyond  the  power  of  an  elective  auditor." 
Do  yon  understand  that? — It  is  nothing  to  do  ■with  the 
case- 
Mr.  Rodgers  drew  further  comparisons  between  Bexhill 
and  Liverpool,  Hastings  and  Devonport,  which  Mr. 
Stevenson  would  not  accept. 

By  Mr.  Willett:  He  consg^^^^j^i(3.©lg)^[iepay- 
meats  were  legal  or  not.  O 
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Donald  Sholto  Mackenzie  Douglas,  a  member  of  the 
Bezhill  Town  Council,  said  he  was  Mayor's  auditor  during 
1904-5  and  1905-6.  He  took  six  and  a-half  days  to  audit 
his  accounts,  although  on  the  occasion  in  dispute  he  did 
not  audit  at  all.  He  would  not  say  Mr.  Stevenson's  claim 
was  unreasonable,  considering  that  Mr.  Thomas  worked 
only  four  days,  and  that  when  three  men  were  working 
together  it  took  six  days.  The  professional  auditor  took 
twenty  days  against  their  total  of  fourteen. 

Mr.  Rodgers  suggested  that  Mr.  Stevenson  wasted  his 
time  in  doing  what  was  not  necessary. 

Witness's  cross-examination  went  to  show  the  amount  of 
time  it  would  take  to  audit  the  Treasurer's  accounts  alone. 

James  Gibb  said  he  was  one  of  the  first  elective  auditors 
with  Mr.  Stevenson.  He  considered  the  claim  reasonable. 

Cross-examined :  He  considered  his  audit  an  intvrnal 
check  upon  the  financial  doings  of  the  Council. 

Re-examined  by  Mr.  Willett :  It  would  not  be  satisfac- 
tory to  the  ratepayers  if  the  audit  consisted  merely  of  an 
audit  of  the  accounts  of  the  Corporation  as  contained  in  the 
two  books  produced,  with  the  vouchers. 

The  Judge :  If  their  functions  do  extend  into  going  into 
the  finances  of  the  Corporation,  they  must  do  what  they 
have  done.  On  the  other  hand,  if  they  are  confined  tc 
seeing  to  the  Treasurer's  accounts  simply  as  an  accounting 
person,  they  would  not  go  to  the  extent. 

Councillor  H.  Luntley  supported  the  testimony  of  the 
last  witness,  and  considered  the  claim  perfectly  reasonable. 

Cross-examined  :  The  ratepayers  expected  a  report  from 
the  auditors,  and  without  going  into  the  whole  accounts 
the  auditors  could  not  give  one. 

In  his  address  to  the  Judge,  Mr.  Rodgers  referred  to  the 
complaint  that  had  been  made  that  the  auditors  had  to 
audit  the  whole  of  the  books.  On  February  2,  before  the 
audit,  he  wrote  them  a  letter,  in  which  he  wished  them  to 
clearly  understand  that  a  niunber  of  books  were  placed 
before  the  elective  auditors  purely  as  a  matter  of  courtesy, 
and  without  prejudice  to  the  proper  audit.  That  defence 
was  not  put  forward  with  the  desire  of  withholding  any- 
thing from  the  elective  auditors.  They  could  have  the 
fullest  examination  of  all  books  of  account  they  wished, 
but  the  Corporation  said  that  if  the  auditors  would  not 
trust  the  members  of  the  Council,  if  they  represented  to 
the  ratepayers  they  were  the  only  persons  who  protected 
the  interests  of  the  ratepayers,  if  they  said  that  no  one  in 
the  Town  Hall  was  competent  to  see  that  payments  and 
receipts  were  proper  

Mr.  Willett:  We  never  said  anything  of  the  kind. 

Mr.  Rodgers:  Yes,  you  do.  If  they  say  they  can't  be 
expected  to  rely  one  particle  on  a  professional  audit 
carried  out  by  a  Chartered  Accountant,  the  Council  say 
if  that's  the  standpoint  you  take  up  it  is  unreasonable  to 


expect  to  be  paid  for  the  time  you  spend  on  that  work. 
Continuing,  Mr.  Rodgers  said  the  Council  had  infonuation 
that  they  were  paying  four  or  five  times  more  for  their 
elective  audit  than  they  should  pay,  and  inquiry  into  the 
duties  of  elective  auditors  was  instituted.  Assuming  that 
four  and  a-half  days  were  sufficient  for  a  place  like  Devon- 
port,  two  and  a-faalf  were  more  than  ample  for  Bezhill. 
The  Couiicil  found  that  by  reducing  the  auditor's  fees  they 
had  the  advantage  of  an  internal  check  upon  their  finance 
doings  from  a  professional  accountant,  and  would  still  be 
able  to  allow  to  the  elective  auditors  time  sufficient  for 
their  audit,  and  at  a  cost  for  the  professional  audit  and 
the  elective  audit  of  what  previously  was  more  for  the  one. 
Mr.  Rodgers  further  contended  that  as  the  Council  con- 
ducted the  electric  lighting  undertaking  th^  should  have, 
as  other  large  commercial  concerns,  the  advantage  of  a 
professional  audit,  and  on  a  consideration  of  the  duties 
of  the  elective  auditors  the  Council  felt  they  were  right 
in  holding  that  the  audit  was  a  strictly  limited  one.  The 
Town  Clerk  argued  that  in  a  large  town  the  elective 
auditors  would  be  unable  to  institute  an  internal  check 
upon  the  whole  finances  of  the  Corporation,  as  was 
desired  in  the  present  case,  through  sheer  lack  of  time.  Ue 
did  not  say  that  the  elective  audit  was  a  satisfactory  audit. 
It  had  been  called  by  authorities  a  farce,  and  it  was 
recommended  in  some  quarters  that  it  should  be  abolished. 
Mr.  Rodgers  referred  at  length  to  the  sections  of  the  Public 
Health  Act  and  the  Munic^)al  Corporations  Act  which 
had  been  quoted.  He  contended  that  the  audit  was  a 
strictly  limited  one,  and  was  not  an  audit  of  the  doings  of 
the  various  Committees,  but  simply  an  audit  of  the 
accounts  of  their  Borough  Treasurer.  Assuming  that  the 
audit  was  anything  more  than  a  limited  one,  the  audit  at 
Devonport  could  not  have  been  done  in  four  days.  If  the 
principle  contended  for  by  the  plaintifl  were  correct,  it 
would  take  ten  years  for  two  auditors  to  complete  the  audit 
of  a  large  town. 

Mr.  Rodgers  agreed  that  nine  days  constituted  a  reason- 
able time  if  the  full  audit  had  to  be  done,  and  Mr.  Willett 
agreed  that  two  and  a-half  days  were  sufficient  if  the  other 
scheme  was  correct. 

The  only  witness  called  for  the  defence  was  Mr.  Graham 
King.  He  said  he  was  a  Chartered  Accountant,  and  had 
been  appointed  auditor  to  three  corporations,  in  addition 
to  being  one  of  the  auditors  of  the  City  of  I..ondon.  He 
had  audited  the  whole  of  the  accounts  of  the  Bexhill  Cor- 
poration, and  the  finance  transactions  of  the  Council,  for 
the  six  months  ended  September  last,  and  he  considered 
his  audit  was  a  check  on  the  financial  doings-of  the  Cor- 
poration. There  was  not  the  slightest  comparison  between 
the  elective  auditors'  time  and  his.  The  book  produced 
was  a  Cash  Book  of  the  Corporation,  bv^tJi^bipald  not 
call  it  one  of  the  Treasurer's  acconiiti.  ^^^^x^^ 
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Th«  Judge:  Why  not?— The  Treasurer  does  not  keep  it 
It  is  not  kept  in  the  Treasurer's  Department 

The  Judge :  Does  it  relate  to  his  accounts? — ^All  the 
books  of  the  Corporatioa  relate  to  bis  accounts. 

The  Judge  :  You  mean  by  the  Treasurer's  accounts  only 
the  books  kept  by  him? — ^Yes. 

In  further  examination,  the  witness  said  he  had  audited 
the  Treasurer's  accounts  with  the  Cash  Book  and  the 
vouchers.  He  accomplished  the  elective  auditors'  audit  in 
one  and  a-half  days,  with  his  clerk,  and  produced  a  time 
table  of  the  time  spent  on  the  various  books. 

Cross-examined  by  Mr.  Willett:  He  did  not  sign  the 
Stamp  Distribution  Account.  He  audited  it,  but  did  not 
find  anything  wrong  with  it. 

Mr.  Willett :  Did  you  find  £2  wrong  with  it  ? — No. 

Did  you  check  it  with  the  various  accounts  of  the  various 
people  who  have  postage  stamps? — N'o. 

You  didn't  follow  it  up  in  any  way? — Yes,  I  did. 

How  did  you  audit  it?— 1  saw  the  names  for  the  letters 
sent  off,  and  checked  it  by  the  subsidiary  books. 

Did  you  not  discover  that  one  of  the  officers  had  received 
j£a  for  stamps  and  there  was  no  entry  in  the  Stamp  Dis- 
tribution Book? — ^Very  likely  not.  It  would  be  either  in 
his  hands  or  the  finance  clerk's  at  the  end  of  the  year. 

If  you  had  compared  the  book  with  the  Stamp  Books  you 
must  have  found  out  there  was  out? — I  dare  say  I 
should  have. 

After  further  cross-examination  the  case  was  adjourned 
until  July  30,  when  Judge  Scully  gave  judgment. 

JUDGMENT. 

His  Honour,  in  giving  judgment,  said  ;  This  is  a  case  in 
which  I  have  reserved  my  judgment  from  the  last  Court. 
Haintifif  claims  the  sum  of  ^^19  8s.  6d.  The  first  point  upon 
which  plaintiff  based  his  claim  was  the  question  of  contract, 
and  that  he  should  be  paid  at  the  rate  of  two  guineas  a  day 
for  the  time  he  was  employed  in  auditing  the  accounts  of 
the  Bexhill  Corporatioo.  He  was  employed  in  the  audit 
some  nine  and  a  quarter  days,  for  which  ha  claims  to  be 
paid  at  the  rate  of  two  guineas  a  day.  As  regards  the  ques- 
tion of  contract,  the  claim  for  which  was  abandoned  in  the 
course  of  the  ai^gument,  there  was  no  evidence  of  such  con- 
tract, and  nothing  in  the  circumstances  which  would  imply 
contract.  As  regards  the  claim  for  work  done  as  under  the 
Public  Health  Acts.  1875,  he  is  andoabtedly  to  be  paid  the 
two  guineas  a  day  for  such  time  as  he  was  employed,  pro- 
perly, in  the  prosecution  of  his  duties  as  public  auditor. 
The  whole  question  is  made  clear  in  the  case  of  Thomas  v. 
Dtvonport  Corporation,  and  I  have  had  an  opportunity  of 
seeing  tbe  fnll  report  in  Tht  Law  Timts  since  the  last  Court. 
The  decision  in  that  case  plainly  lays  down  that  the  auditor 
under  the  PnUic  Health  Act  is  not  to  generally  audit  the 
finances  of  the  Corporation,  but  only  those  of  the  Treasurer. 
No  doubt  on  occanons  it  may  be  necessary  for  the  auditor 
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to  examine  accounts  other  than  those  of  the  Treasurer,  and 
it  would  be  legal  for  the  auditors  to  do  so,  but  the  decision 
quoted  clearly  shows  that  the  duties  of  an  auditor  only 
refer  to  the  examination  of  the  Treasurer's  accounts,  although, 
if  necessary,  be  can  test  any  account  by  reference  to  any 
other  accounts  of  the  Corporation.  The  auditor  is  not 
entitled  to  hold  a  general  audit  of  the  books,  and  as  the 
plaintifl  said  he  did  go  through  the  whole  of  the  books,  I 
.\m  bound  to  hold  that  the  greater  part  of  the  work  is  outside 
his  rights.  He  could  not  have  been  employed  in  properly 
auditing  the  accounts  for  more  than  two  days.  The  rest  of 
the  time  has  been  spent  in  examining  the  accounts  of  the 
rate-collectors  and  the  subsidiary  accounts.  Therefore  I 
will  allow  the  plaintiff  two  guineas  a  day  for  two  days' 
work,  or  a  total  of  £4  4s.,  this  to  be  paid  out  of  the  £i  5s. 
now  in  Court. 

The  Town  Clerk  :  May  I  ask  your  Honour  for  costs  under 
scale  "  B  "  ?  The  case  is  a  very  important  one  to  all  cor- 
porations of  the  country. 

Mr.  Willett  asked  his  Honour  to  refuse  costs  to  the  Cor- 
poration. The  case  was  in  the  nature  of  a  trap,  because 
the  whole  of  the  books  were  placed  before  the  auditors,  and 
it  was  not  pointed  out  to  them  that  they  were  not  entitled  to 
;o  through  all  of  them. 

His  Honour  sud  be  understood  that  they  were  placed 
before  the  auditors  vnthont  pr^udice  on  the  occasion  of  this 
audit. 

Mr.  Willett :  Yes.  but  it  was  never  suggested  until  this 
case  was  brougbt  that  they  were  only  entitled  to  audit  the 
Treasurer's  books.  Mr.  Willett  remarked  that  the  Council 
paid  for  their  law  by  an  indo^ve  salary,  so  that  the  efiiect 
of  giving  costs  to  the  Corporation  would  be  that  the  Cor- 
psration  would  be  making  costs  out  of  litigants. 

His  Honour:  That  might  apply  to  profit  costs. 

(The  Bexhill  Chronicle.)  [ 


Bankruptcies  and  Insolvencies, 

CHANCERY  DIVISION. 
{Before  Neville,  J.) 
July  13,  14,  16. 
PrcAton  (Trustee  In  Bankruptcy  of)  i>.  Cooke. 
Bankn^icy — Vndixkargid  Bankrupt — After-acquired  Equit- 
able Real  Estate — Interveutim  by  Trustee  in  Bankruptcy — 
Bankruptcy  Ad,  1883  (46  £•  47  Vict.  c.  52),  sees.  44,  54, 
1 68. 
Trial  of  action. 

The  plaintiff  was  the  trustee  in  the  bankruptcy  of  G.  R. 
Preston  (hereinafter  called  the  bankrupt),  who  was 
adjudicated  bankrupt  on  November  10  1893  and  had  never 
obtained  his  discbarge. 

On  November  ig  igot  a  cgrtein  ni^efoT^r^ii^^^^ 
East  Bamet,  in  the  county  m  Hertiord,  known  uOe  " ' 
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Crest  "  estate,  was  conveyed  to  a  certain  J.  M.  Birkett  in 
fee-simple.  The  money  for  this  purpose  was  provided  by 
th«  bukrupt,  and  die  equitable  estate  in  fee-simple  passed 
to  him  (or  to  his  trustee  in  bankruptcy)  immediately  on  the 
execatioo  of  the  cnoveyance. 

On  December  20  1901  the  said  J.  M,  Birkett  purported  to 
lease  the  "  Hill  Crest ' '  estate  for  a  term  of  ninety-nine 
years  firom  Ssptember  29  igoi  to  a  certain  J.  H.  Redgrave, 
which  was  an  oMu  of  the  defiendant.  It  is  alleged,  however, 
that  the  execution  of  this  lease  was  a  forgery  of  the 
bankrupt. 

On  February  10  1902  the  bankrupt  (undv  the  name  of 
J.  H.  Redftrave)  parportod  to  mortgage  to  the  defendant 
the  unexpired  residue  of  this  term  (less  the  last  day  thereof). 

At  the  date  of  this  mortgage  the  plaintiff  had  not  inter- 
vened so  as  to  make  any  claim  to  the  "  Hill  Crest "  estate 
as  afier-aoqnired  property  of  the  bankrupt. 

The  present  action  was  now  brought  {iuttr  mUa)  for  a 
declaration  that  the  plaintiff  was  entitled  to  the  "  Hill 
Crest"  property,  as  trustee  of  the  bankrupt,  free  and 
unencnmbered  from  the  said  lease  and  mortgage. 

C.  E.  E.  Jenkins,  K.C.,  and  A.  Cordery,  for  the  plaintiff, 
submitted  that  the  plaintiff^,  as  trustee  in  the  bankruptcy, 
had  become  entitled  to  the  equitable  fee-simple  in  the  "  Hill 
Crest "  estate,  by  virtue  of  sections  44,  54,  and  168  of  the 
Bankruptcy  Act,  zSSj,  immediately  on  the  conveyance  of 
November  19  1901. 

W.  H.  Upjohn,  K.C.,  and  A.  R.  Kirby,  for  the  defendant, 
argued  that,  although  this  would  have  been  true  in  the  case 
of  the  l^al  estate  (had  that  come  to  the  bankrupt  by  virtue 
of  the  conveyance  erf  November  19  1901),  by  reason  of  the 
dedsicHi  in  In  rt  Tkt  Niw  Land  Dtvtlopmmt  AuociaHtn,  Lim., 
and  Jamti  Fagtnt*  (1892,  61  L.J.  Rfp  Ch.  323,  495 ;  L.R., 
1892,  2  Cb.  138),  sub  Hom.  In  re  Tkt  Ntw  Land  Devehf- 
mtnt  Aisoeiation  and  Gt«fy  yet  that  it  was  not  true  in  the  case 
of  equitable  real  estate ;  and  that  the  case  of  equitable  real 
property  acquired  by  an  undischarged  bankrupt  after  his 
bankruptcy  was  governed  by  the  general  role  laid  down  in 
Cohm  V.  Mitchell  (1890,  59  L.J,  Rep.  Q.B.  409;  L.R.  25 
Q.B.  Div.  262)— that  after-acquired  property  passed  to 
the  trustee  under  the  sections  in  question  only  on  the  inter- 
vention, orally  or  by  letter,  of  the  latter — not  by  the 
exception  grafted  on  to  the  general  rule  in  the  case  of  legal 
real  estate  by  /a  *v  Tkt  Iftw  Land  Dtvriofmml  AstoeUOioH  and 
Jams  Ft^intt. 

Jenkins,  K.C.,  replied. 

fUDGUEKT. 

Neville,  J.,  said  that,  in  the  face  of  the  decision  of  Mr. 
Justice  Chitty  in  In  rt  Tkt  Ntw  Land  Dntlopmntt  Association 
Md  Jamas  Fagmtt  and  of  the  dicta  on  this  decision  of  Lord 
Justice  Kay  and  Lord  Justice  LJndley  in  the  Court  of 
Appeal,  he  did  not  feel  at  liberty  to  draw  the  distinction 
between  legal  and  equitable  real  estate  now  urged  upon  him 


by  counsel  for  the  defendant.  That  being  10,  he  must  make 
the  declaration  now  asked  for. 

(L.J-  533-) 


Company  Law. 

CHANCERY  DIVISION. 
July  17. 
[Before  Buckley,  J.) 
In  rt  Jackson  &  Baasford,  Lini. 

Company—-  Winding-up— Fran^Unt  Preftrimet — Dtbntnrt— 
Agraemtnt  to  givt  D^mtw*  when  rtquirtd—Omptmits 
Acts,  1862  (25  &■  26  Vict.  c.  89),  s,  164:  and  1900 
(63  S-  64  Vict.  c.  48),  s.  14. 
This  case  raised  an  important  question  of  company  law 
— as  to  die  validly  of  a  debenture,  issued  shortly  before 
winding^iq)  [and  roistered  under  section  14  of  the  Com- 
panies Act,  1900),  in  pursuance  of  an  antecedent  agreement. 
A  summons  was  issued  by  the  liquidator  asking  for  a 
declaration  that  the  debenture  was  a  fraudulent  preference 
witMn  the  meaning  of  section  164  of  the  Companies  Act, 
i86a. 

juDQintirr. 

Hr.  Justice  Buckley  delivered  judgment  to  tbe  following 
effect  :-~-This  company  is  in  voluntary  liquidation.  It  is 
insolvent,  and  its  assets  are  insufficient  to  pay  its  creditors 
in  full,  there  being  a  deficiency  of  about  ^£3,000.  The 
summons  taken  out  by  the  liquidator  asks  diat  it  may  be 
declared  that  a  debenture  for  j^3,6oa,  issued  to  the 
respondent,  WiUiam  Jackson,  about  fonzteen  days  before 
the  commencement  of  the  winding-up,  was  an  andue  and 
fraudulent  preference  of  him  over  the  other  creditors  of  the 
company,  and  dial  the  debenture  is  invalid  accordingly. 
The  company  was  incorporated  in  Februaiy  1904,  and  the 
signatories  to  its  memorandum  of  association  were  five 
Jacksons  and  two  Bassfords — namely,  William  Jackson, 
his  wife,  Arthur  Jackson,  and  two  Misses  Jackson,  and  Mr. 
and  Mrs.  Bassford.  By  the  articles  of  association  it  was 
provided  that  there  should  be  three  directors,  William 
Jackson,  Frederick  James  Bassford,  and  Azthnr  Jackson ; 
and  William  Jackson  was  to  be  the  "permanent  director." 
The  nominal  capital  was  ;f  5,000  in  shares  of  £\  each,  and 
of  these  only  850  were  issued.  Five  hundred  and  one  of 
these  were  held  by  William  Jackson,  and  the  rest  were 
held  by  members  of  the  two  families.  Hie  substance  of 
what  I  have  said  is  that  William  Jackson  was  the 
permanent  director,  tiie  largest  shareholder,  and  the  pre- 
dominant person  of  the  company.  This  company  with  its 
small  share  capital  had  nevertheless  a  turnover  in  1904  and 
1905  of  several  thousands  a  year.  Honey  was  necessarily 
required,  and  it  was  obtained  in  this  way.  The  company 
had  an  account  with  a  bank,  «nd  the  bank  wu  willing  to 


SnptdMMat  to  TMt  AummtaiU. 

August  II,  1906.        THE  ACCOUNTANT  LAW  REPORTS 


allow  u  omdnft  on  certain  t«rms  including  a  guarantee 
by  William  Jackson  personally.  Hie  original  overdraft 
was  for  and  on  December  8 1904  there  wai  a  minute 

of  the  board  to  the  effect  that,  in  consideration  of  William 
Jackson  guaranteeing  the  overdraft^  it  was  agreed  that  the 
company  would,  'whenever  called  on  by  him  to  do  so," 
give  him  a  counter  security  by  a  debenture  charged  on  iht 
company's  property.  The  overdraft  of  £^.$00  having  been 
exhausted,  more  money  was  required,  and  in  February 
1905  there  was  a  similar  resolution,  the  overdraft  was 
increased  to  jf4,ooo,  and  William  Jackson  gave  his 
guarantee  to  and  deposited  certain  securities  with  the 
bank.  So  that  William  Jackson  did  in  fact  give  value  for 
the  company's  agreement  to  give  him  security.  William 
Jackson  was  a  leather  merchant,  and  as  such  had  dealings 
with  the  company.  The  company  owed  him  from  time  to 
time  large  sums  of  money,  and  cheques  for  these  sums 
were  drawn  on  the  Bank  Account,  so  tiiat  he  derived  some 
benefit,  by  being  paid  for  fais  goods,  from  the  overdraft. 
On  December  8  1905  fae  wrote  a  letter  to  the  company 
asking  for  securi^  in  accordance  with  tiie  company's 
agreement,  and  on  the  same  day  there  was  a  board  meet- 
ing at  which  his  letter  was  read  and  instructions  were 
given  for  the  preparation  of  a  debenture  to  be  given  to 
William  Jackson.  On  December  15  the  debenture,  which 
was  for  £3,600  and  interest  and  created  a  charge  on  tfie 
company's  proper^,  was  sealed  and  given  to  him.  At  a 
board  meeting  held  on  December  39  it  was  resolved  to 
summon  a  meeting  of  the  company  to  pass  an  extra- 
ordinary resolution  for  the  voluntary  winding-up  of  the 
company,  and  that  resolution  was  passed  at  a  meeting  of 
the  company  held  on  January  i  1905.  Under  these  circum- 
stances the  question  is  whether  the  debenture  is  good. 
There  are  cases  in  bankruptcy  in  which,  it  being  an  act  of 
bankruptcy  for  a  debtor  to  assign  all  his  proper^,  the 
question  arose  whether,  if  sudti  an  assignment  was  in 
accordance  with  a  previous  agreement,  that  fact  saved 
what  was  done  from  being  an  act  of  bankruptcy.  In 
Ex  fartt  Fisher  (1873,  L.R.  7,  Ch.  636,  at  p.  644)  Lord 
Justice  Mellish  said: — 'Although  we  do  not  diqtute  the 
"rule  that,  where  a  sum  of  money  is  advauMd  on  the  faith 
"  of  a  promise  that  a  bill  of  sale  shall  be  given,  such  sum 
"  is  to  be  treated  as  a  present  advance  on  the  securi^  of  a 
**  bill  of  sale,  we  do  not  thiiLk  this  rule  will  protect  transac- 
*'tions  when  the  giving  of  the  bill  of  sale  is  purposely  post- 
''poned  until  the  trader  is  in  a  state  of  insolvency,  in  order 
"to  prevent  the  destruction  of  his  credit,  which  would 
^  result  from  registering  a  bill  of  sale.  We  think  that  such 
"^a  postponement  is  evidence  of  an  intention  to  commit  an 
"actual  fraud  against  the  general  creditors."  Passing 
from  this,  provision  is  made  by  section  14  of  the  Com- 
panies Act,  1900,  for  the  registration  of  certain  mortgages 
and  charges,  including  such  a  charge  as  is  given  by  the 
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debenture,  and  the  clear  object  of  that  provision  is  that 
creditors  and  others  dealing  with  the  company  iray  be 
able  to  ascertain  v^at  incumbrances  on  its  property  have 
been  created  by  the  company.  An  agreement  as  to  giving  a 
security  may  be  in  either  one  of  two  forms.  It  may  be  so 
expressed  as  to  give  itsedf  a  present  secuxity.  In  that  case, 
if  the  secuiity  is  of  the  kind  mentioned  in  section  14,  the 
agreement  itself  must  be  registered  under  the  section  or  it 
will  be  void.  On  the  other  hand,  the  agreement  may  be  so 
expressed  as  to  be  merely  an  agreement  that  in  some 
future  event  a  security  shall  be  created  in  the  future.  In 
that  case  no  registration  of  the  agreement  is  required,  bat, 
if  it  is  sought  thereby  to  give  a  preference  to  one  creditor 
over  the  others,  the  effect  would  be  not  to  create  a  security 
if  the  giving  of  it  was  postponed  for  so  long  as  to  bring  it 
within  Ae  prescribed  period  before  winding-up  com- 
menced. It  seems  to  me  that  the  language  of  Lord  Justice 
Mellish  is  applicable  to  the  present  case.  If  the  end  in 
view  was  to  give  a  security  in  the  future  and  to  hold  it  over 
to  save  the  credit  of  the  company  by  escaping  registration 
under  the  Act  of  1900,  that  is,  in  my  judgment,  evidence  of 
an  intention  to  commit  an  actual  fraud  on  the  general 
creditors.  Ex  fartt  Fisher  has  been  followed  in  Other 
cases.  In  re  Gibson  (1878,  8  Ch.D.  230}  lays  down  no  new 
principle.  In  that  case  the  principles  of  Ex  parte  Fisher 
were  merely  applied  to  the  facts  before  the  Court.  There 
was  a  promise  to  "give  a  bill  of  sale  whenever  you  require 
it,"  and  the  Chief  Judge  said; — "It  would  be  directly 
"repugnant  to  all  principles  of  bankruptcy  law  to  say  that 
''if  a  man  contracts  a  debt  in  1873,  and  says  to  the  lender, 
" '  I  wiU  give  yon  as  security  a  bill  of  sale  if  you  like.' 
"  and  the  lender  says,  *  I  will  not  take  it  unless  you  are 
"  pressed,'  and  the  lender  dies,  and  then  the  executor  comes 
and  says,  '  I  must  have  security  for  this  debt,*  and  the 
"  bill  of  sale  is  accordingly  given,  that  is  a  valid  bill  of 
"sale."  Ex  parte  Kitner  (1879,  13  Ch.D.  245)  emphasises 
the  rule  laid  down  in  Ex  parte  Fisher.  An  agreement  to 
give  security  if  and  when  required  does  not  necessarily 
involve  a  fraudulent  preference,  but  in  such  a  case  the  onus 
lies  on  the  creditor  who  gets  the  security  to  show  that  it 
was  not  postponed  in  order  to  escape  the  publicity  result- 
ing from  registration.  In  Ex  parte  Kauxwell  (1883,  23 
Ch.D.  626J  it  was  held  that  a  parol  agreement  to  give  a 
bill  of  sale  did  not  require  r^istration  and  that  a  bill  of 
sale  givMi  in  pursuance  of  the  agreement  was  not  void  by 
reason  of  the  non-registration  of  the  agreement;  but  in 
that  case  the  agreement  was  for  the  immediate  execution 
of  a  bill  of  sale.  In  the  present  case  the  board  of  directors 
was  so  constituted  that  William  Jackson  could  have  had 
his  debenture  at  any  time-^  soon  as  be  asked  for  it  he 
got  it.  He  does  not  discharge  the  onus  of  showing  that  the 
delay  was  bon&  fide.  The  facts  amount  to  this,  ^at,  relying 
on  the  agreement  to  give  security,  be  went  on  incuriini' 
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debts  OQ  beh&lf  of  the  coiopAiiy,  rclyin^j  on  bein^  &ble  st 
aay  time  to  enforce  the  antecedent  promise.  To  allow  that 
would  be  to  repeal  section  14  of  the  Companies  Act,  1900, 
and  I  do  not  think  that  the  section  allows  such  a  transac- 
tion. The  promise,  given  for  value,  was  a  promise  which 
could  not  be  allowed  to  take  effect,  if  insistence  on  it  was 
postponed  till  a  date  when  the  period  prescribed  for 
fraudulent  preference  had  arrived.  I,  therefore,  hold  the 
debenture  to  be  invalid  as  a  frandulent  preference,  and  the 
respondent  moat  pay  the  costs. 

(32  Timts  Law  Reports,  708.) 


income  Tax, 

MOUSE  OF  LORDS. 
30th  July. 

(Before  Lord  Lorkbdrn,  L.C,  and  X.ords  Davey,  James, 
Robertson,  and  Atkinson.) 
Strong  &  Co.  of  Romsey,  Urn.  v.  Woodlfleld. 

InktKd  Revenue— Incomt  Tax—DedueUons — " DiAttrsements 
txdusively  laid  out  for  the  purposes  oj  such  Trade" — 
Income.  Tax  Acts,  1842  (i  &•  6  Vict.  e.  35),  s.  100, 
Cases  I  £•  2;  R.  i,  and  1853  (16  £•  17  Vict.  c.  34), 
Schedule  D. 

This  was  an  appeal  from  the  decision  of  the  Court  of 
Appeal  (Collins,  M.R.,  and  Mathew  and  Cozens-Hardy, 
L.JJ.)  {53  W.R.  625;  1905,  2  K.B.  350),  reversing 
Phillimore,  J.  The  appellants  were  a  brewery  company 
who  owned  an  inn  and  conducted  it  througl^  a  manager.  A 
customer  sleeping  in  the  inn  was  injured  by  the  ^ing  of  a 
chimney  upon  him,  and  the  appellants  had  to  pay  £1,490  in 
costs  and  damages  for  the  negligence  of  their  servants, 
whose  duty  it  was  to  see  that  the  premises  were  in  proper 
condition.  The  Court  of  Appeal  held  that  the  costs  and 
damages  so  paid  could  not  be  deducted  from  the  year's 
profits  for  the  purposes  of  income-tax  assessment. 

JUDGMENT. 

The  House  affirmed  this  conclusion. 

Lord  Lorebum,  L.C.,  after  suting  the  bets,  and  referring 
to  the  Income  Tax  Acts  sections  and  rules,  said  the  Income 
Tax  Acts  did  not  affirmatively  state  what  losses  might  be 
deducted.  It  did  not  follow  that  if  a  loss  was  in  any  sense 
TOnnected  with  the  trade  it  must  always  be  allowed  as  a 
deduction.  For  example,  losses  sustained  by  a  railway 
company  in  compensating  passengers  for  accidents  in 
travelling  might  be  deducted,  but  if  a  man  kept  a  grocer's 
shop,  for  keeping  which  a  house  was  necessary,  and  one  of 
the  window  shutters  of  that  house  fell  upon  and  injured  a 
man  in  the  street,  the  loss  thereby  to  the  grocer  ought  not 
to  be  dcdocted,  because  it  fell  upon  him  as  the  owner  of  the 


house,  and  not  by  reason  of  his  trade.  In  his  Lordship's 
opinion,  the  loss  to  the  appelUnts  in  the  present  case  was 
not  on$  really  incidental  to  their  trade  as  innteapeiB.  bnt 
fell  upon  them  in  tbdr  character  not  of  traders,  bat  of 
householders.  The  appeal,  therefore,  flailed. 

The  other  noble  and  learned  lords  concurring,  the  appeal 
was  dismissed. 

(50  S.J.  666.) 


Miscellaneous. 

CHANCERY  DIVISION. 

July  21  and  23. 

(Before  Neville,  J.) 

The  NItedals  Taendstlkfabrik  v.  Bnuter. 

Principal  and  Agent — Dishonest  Agent — Honest  and  Dis- 
honest Acts — Commission. 

Trial  of  action.  - 

The  defendant,  1^  an  agreement  dated  December  4  rgoi. 
screed  to  act  as  sole  agent  for  the  plaintiffs  for  the  sale  of 
their  matches  in  Great  Britain  and  Ireland,  &c  For  this 
he  was  to  receive  a  certun  ctmimisdon. 

It  now  appeared  from  the  evidence  that  it  was  the  practice 
of  the  defendant  in  a  great  number  of  instances  dishonestly 
to  sell  the  matches  at  a  price  greater  than  that  charged  by 
the  plaintifliB,  and  to  retain  the  diflferenoe  as  a  secret  profit 
for  himself.  The  present  action  now  brought  against  the 
defendant      the  plsinti£b,  Maiming  {inter  aKa)  an  account. 

W,  H.  Upjohn,  K.C.and  J.  F.  Waggett,  for  the  plain- 
tiffs, submitted  that  as  the  defendant  had  acted  with 
systematic  dishonesty,  he  was  not  entitled  to  any  commission 
in  taking  this  account,  even  if  it  should  ai^>ear  that  in  the 
case  of  any  particular  transaction  the  defendant  had  acted 
honestly  {Andrete  v.  Ramsay  £•  Co.,  1903,  72  L.J.  Rep.  KB. 
865:  L  R.,  1903.  2  K.B.  635). 

W,  E.  Greaves,  for  the  defendant,  submitted  that  he  wai 
entitled  to  commission  in  the  case  of  all  honest  tranaactions, 

JDDGHBNT. 

Neville,  J.,  said  that  he  felt  that  there  was  a  certain  diffi- 
culty in  connection  with  this  point  in  view  of  what  was  said 
in  Andrew  v.  Ramsay  &■  Co.  However,  he  had  come  to  the 
conclusion  that  the  doctrine  there  laid  down  did  not  apply 
to  the  case  of  an  i^ncy  where  the  various  transactions 
were  separable,  in  such  a  way  as  to  enable  a  principal 
refuse  to  pay  commission  to  a  dishonest  agent  in  respect  of 
cases  in  which  the  agent  had  acted  honestly. 

DWe534*)G00gIe 
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Company  Law. 

COURT  OF  APPEAL, 
fuly  26. 

(Before  Vaughan  Williams,  Romex,  and  Cozbns-Hardy, 
L.JJ.) 

In  rt  Ehrmann  Brothers,  Lim. 

CompaHf—DebmtKns  —  RigistratiQH^Exlmsion  0/  Time— 

"Without  Prtjudice  to"  Rights  Acquirtd— Rights  oj 
Unuturtd  Crtditors — Companies  Act,  1900  (63  &•  64  Vict., 
c.  48).  sees.  14  (i),  15. 

This  was  an  appeal  from  a  decision  of  Mr.  Justice  Joyce, 
reported  i^Acct.  L..R.  87.  Thecasenusedaqnestiooof  some 
importance  in  company  law,  the  point  being  whether  where 
an  order  has  been  made  under  section  15  of  the  Companies 
Act,  1900,  extending  the  time  for  the  registration  of  deben- 
tures under  the  Act,  the  rights  of  unsecured  creditors  are 
effected  to  any  and  what  extent  by  the  proviso  or  condition 
which  it  is  the  practice  to  insert  in  such  orders,  taken  from 
what  is  now  the  common  form,  which  has  been  settled  by 
the  Court  of  Appeal  in  /s  n  Johnson  S-  Co.  (1902,  2  Cb.  loi). 
The  facts  upon  which  the  question  turned  were  shortly  as 
follows: — The  company  was  incorporated  in  1900.  In  July 
1900  the  directors  resolved  to  raise  a  sum  ol  /26,25o  by 
the  issue  of  debentures.  In  pursuance  of  this  resolution 
certain  debentures  wereissued  prior  to  January  i  1901,  upon 
which  date  the  Companies  Act,  1900,  came  into  operation. 
Subsequently  further  debentures  of  the  same  series  were 
issued,  and  through  inadvertence  were  not  registered  as 
required  by  section  14  of  the  Act.  On  July  24  i9a3  an  order 
was  made  by  Mr.  Justi<x  Swinfen  Eady  under  section  15 
extending  the  time  for  registration  until  August  14  1903. 
But  that  order  was  expressed  to  be  made  ' '  without  prejudice 
"  to  the  rights  other  than  the  rights  in  respect  of  debentures 
"of  the  series  of  the  said  debentures  authorised  by  resolu- 
"  tion  of  the  company  dated  July  21  1900,  which  may  have 
"  been  or  may  be  acquired  against  the  holders  of  the  said 
"  debentures  set  forth  in  the  said  schedule  "  (these  being  the 
debentures  in  respect  of  which  the  time  for  registration  was 
extended  by  the  order)  "  prior  to  the  time  when  the  last- 
'*  mentioned  debentures  shall  be  actually  r^stered."  The 
debentures  which  required  registration  were  accordingly 
roistered  on  August  7  1903.  In  November  1903  the  com 
pany  went  into  voluntary  liquidation.  The  question  now 
before  the  Court  arose  upon  a  claim  by  certain  unsecured 
creditors,  whose  debts  had  accrued  prior  to  the  registration, 
and  who  contended  that  by  virtue  of  the  proviso,  as  against 
them,  the  debentures  registered  out  of  time  were  bad,  and 
that  the  holders  of  them  could  only  rank  for  payment  pari 
passu  with  the  general  body  of  creditors.  Mr,  Ju^ce  Joyce 
decided  that  the  holders  of  the  debentures  issaed  since 


January  i  1901  must  come  in/ari  ^asju  with  the  unsecured 
creditors.    These  debenture- holders  appealed. 

JUDGUBKT. 
The  Court  allowed  the  appeal. 

Lord  Justice  Vaugban  Williams  said  that  this  was  an 
appeal  from  so  much  of  the  decision  of  Mr.  Justice  Joyce  as 
decided  that  the  holders  of  the  debentures  issued  since 
January  i  1901  were  to  come  in  pari  passu  with  the  unsecured 
creditors.  It  was  contended  tliat  the  nnsecnred  creditors 
ought  not  to  be  put  on  a  level  with  tbsse  debenture-holders, 
and  his  Lordship  thought  that  this  contention  was  right. 
The  necessity  for  registration  within  21  days  after  issue  was 
impcned  by  section  14  of  the  Companies  Act,  1900,  and  by 
section  13  of  the  same  Act  power  was  given  to  «ttend  the 
time,  and  it  was  expressly  provided  that  this  relief  might  be 
given  upon  such  terms  as  might  seem  just  and  expedient. 
In  the  present  case  the  order  of  July  24  1903,  which  granted 
the  extension  of  time,  was  made  "without  prejudice 
"  to  the  rights  other  than  the  rights  in  respect  of 
'■debentures  of  the  series  of  the  said  debentures  author- 
"  tsed  by  resolution  of  the  company  dated  July  21  1900 
"  which  may  have  been  or  may  be  acquired  against  the 
"holders  of  the  said  debentures  set  forth  in  the  said 
"  schedule  "  (these  being  the  debentures  in  respect  of  which 
the  time  for  registration  was  extended  by  the  order)  "  prior 
"  to  the  time  when  the  last-mentioned  debentures  shall  be 
"actually  registered,"  That  order  having  been  made,  the 
debenture-holders  who  thus  obtained  the  iienefit  of  this 
order  were,  in  fact,  registered  subsequently.  It  was  not 
denied  that  these  debentures  registered  within  the  extended 
time  were  good  debentures,  but  it  was  said  that  this  was  so 
subject  to  the  rights  of  the  persons  who  were  existing 
ansecured  creditors  at  the  time  when  the  order  was  made. 
This  argument  was  based  on  the  proviso  in  the  order,  but, 
in  bis  Lordship's  judgment,  unsecured  creditors  who  had 
acquired  no  rights  against  the  property  which  was  subject 
to  the  debentures  did  not  come  within  the  words.  He 
believed  that  the  order  was  merely  intended  to  protect 
rights  which  intervened  between  the  end  of  the 
21  days,  which  was  the  period  within  which  the  statute 
required  registration,  and  the  time  for  registration  under 
the  order  which  g^ve  leave  for  extension  of  time.  Accord- 
ing to  his  reading  of  the  order,  it  only  gave  protection  to 
those  persons  who  had  acquired  rights  of  property  and 
that  did  not  include  unsecured  creditors  who  had  no  right 
against  the  property  included  in  the  debenture-holders' 
charge.  The  case  was  not  devoid  of  authority.  There  was 
first  the  decision  of  Mr.  Justice  Buckley  in  In  re  Jopiin 
Brewery  Company,  1902  (i  Ch.  79),  which  led  to  the  adoption 
in  these  oiders  of  a  proviso  analogous  to  that  which  had 
been  adopted  in  orders  extending  the  time  for  registration  of 
bills  of  sale.  Subsequently  the  mattec^came  before  the 
Court  of  Appeal  in  In  re  i/<^¥i¥<^«%y4eii^C)^j4O<>0' 
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The  questioa  in  that  case  was  not  what  was  the  protection 
given  to  unsecured  creditors,  but  what  was  the  result  of  an 
order  drawn  up  in  accordance  with  the  decision  in  In  re 
JopitH  Brewery  Company  [supra),  upon  the  rights  of  debenture- 
holders  iHter  u.  In  that  case  the  Court  had  not  to  decide 
the  question  of  the  rights  of  the  unsecured  creditors  at  all, 
but  it  might  be  inferred  from  passages  in  the  judgments  of 
the  Lords  Justices  that  they  would  not  have  affirmed  that 
unsecured  creditors,  who  had  no  rights  of  property  at  all, 
no  interest  by  way  of  charge  or  otherwise,  in  the  funds 
charged  in  favour  of  the  debenture-holders,  would  have 
been  protected  by  an  order  in  the  form  settled  in  that  case. 
Lord  Justice  Cozens-Hardy  said:— "The  analogy  of  the 
"  Bills  of  Sale  Act,  which  Mr.  Justice  Bucltley  took  in  In  re 
"  Joplin  Brtwtry  Company,  seems  to  me  to  be  very  close  and 
"  precise ;  but,  speaking  for  myself,  I  doubt  whether  the 
"  words  nvhich  be  has  inserted— which  are  a  mere  transcript 
"of  the  common  form  under  the  Bills  of  Sale  Act— would 
*'  have  any  effect  in  protecting  creditors  who  had  not  taken 
"  some  proceedings  to  get  a  charge  or  a  security  upon 
"  the  goods."  That  was  the  conclusion  which  his  Lord- 
ship had  come  to  in  the  present  case.  He  thought  that 
the  intention  of  the  Legislature,  as  appeared  by  the 
statute  itself,  was  in  cases  in  which  it  was  just  to  grant  an 
extension  of  time  to  place  the  debenture-holders  who  had 
omitted  to  register  within  the  21  days  in  the  same  position 
as  they  would  have  been  if  they  had  registered  within  due 
time,  but,  of  course,  provision  had  to  be  made  for  (he  rights 
of  those  persons  who  had  obtained  rights  at  the  time  when 
the  order  for  extension  of  time  was  made.  His  Lordship 
did  not  think  that  the  Legislature  intended  to  give  an 
unsecured  creditor,  merely  because  he  was  an  unsecured 
creditor  at  the  date  of  the  order  for  extension,  the  right  to 
say  that,  so  far  as  he  was  concerned,  the  debenture  which 
was  not  registered  in  due  time  but  was  registered  under 
the  order  for  extension  was  not  operative.  In  &ct,  this  was 
not  really  contended,  but  it  was  said  that  this  extension 
order  estopped  the  persons  registering  under  it  from  saying 
that  they  had  a  charge  under  their  security  as  against  any 
person  who  was  an  unsecured  creditor  at  the  time  when  the 
order  for  extension  was  made.  His  Lordship  did  not  think 
that  that  was  the  right  view  of  the  order.  The  appeal, 
therefore,  must  be  allowed. 

Lord  Justice  Romer  delivered  judgment  to  the  same  effect. 
His  Lordship  added  that  in  his  opinion  the  judgment 
of  Mr.  Justice  Buckley  in  In  rt  Anglo-Oriental  Carpet 
Manufacturing  Company  (1903,  i  Ch.  914),  was  right,  because 
in  that  case  the  company  had  gone  into  liquidation  prior  to 
the  registration  under  the  order  for  extension,  and,  con- 
sequently, a  right  had  been  acquired  by  the  unsecured 
creditors  which  the  Courts  could  recognise  and  enforce — 
namely,  that  all  assets  of  the  company  should  be  applied 
rateably  among  the  existing  creditors  at  the  time  of  the 


liquidation.  For  these  reasons  his  hardship  thought  that 
the  decision  of  Mr.  Justice  Buckley  was  right,  but  that  case 
did  not  cover  the  present,  and  he  thought  that  Mr.  Justice 
Joyce  was  wrong  in  thinking  that  there  was  any  authority 
which  prevented  bim  giving  effect  to  what  was  really  his 
own  opinion  in  the  present  case. 

Ixird  Justice  Cozens-Hardy  delivered  judgment  to  the 
same  effect.     He  also  thought  that  the  case  of  In  re 
Anglo-Oriental  Carpet  Manufacturing  Company  (su/ra)  was 
distinguishable  on  the  ground  stated  by  Lord  Justice  Romer. 
(zz  Times  Law  Reports,  734.) 

CHANCERY  DIVISION. 
July  20. 
(Before  Bucknill,  J.) 
Patent  Wood  Keg  Syndicate,  Um.  v.  Pearse. 

Company — General  Meeting— Requisition — Joint  Holders  of 
Shares — Signature  of  One  Holder — Resolution  to  Appoint 
as  Directors  Named  Persons  or  such  other  Persons  as  the 
Company  shall  think  fit — Poll — Tahing  Poll  on  Several 
Resolutions  at  once — Companies  Act.  1900  (63  tS*  64  Vict, 
c.  48),  J.  13. 

The  company  had  commenced  an  action  against  its 
vendors  claiming  relief  in  respect  of  various  matters.  The 
company  had  adopted  Table  A  for  its  articles.  A  requisition 
for  an  extraordinary  general  meeting  was  signed,  and  notice 
was  given  thereby  that  a  resolution  would  be  put  to  the 
meeting  for  the  appointment  as  new  directors  of  certain 
named  persons  or  such  other  persons  as  the  company  should 
think  fit.  The  meeting  was  convened  by  the  requisitionists, 
the  directors  not  having  convened  it.  At  the  meeting  a 
resolution  in  the  same  terms  was  passed.  A  poll  was 
demanded,  and  was  taken  en  bloc  on  this  resolution  and  five 
others  which  had  Ijeen  put  to  the  meeting  separately,  the 
resolutions  being  declared  carried.  The  new  directors 
appointed  in  accordance  with  the  resolution  subsequently 
gave  notice  of  change  of  solicitors  and  of  discontinuance  of 
the  action. 

This  was  a  motion  by  the  company  for  an  order  that  the 
notices  of  the  appointment  of  new  solicitors  and  of  discon- 
tinuance should  be  set  aside. 

The  objections  taken  to  the  validity  of  the  notices  were 
(i)  that  the  requisition  convening  the  meeting  was  signed 
by  one  only  of  two  joint  holders  of  1,000  shares.  If  these 
shares  were  not  to  be  reckoned  in  estimating  the  amount  of 
the  capital  held  by  the  requisitionists,  the  requisition  had 
been  signed  by  the  holders  of  less  than  one-tenth  of  the 
issued  capital  of  the  company,  the  holders  of  which  pro- 
portion must  sign  it  under  section  13  of  the  Companies  Act. 
1900.  (z)  That  a  resolution  could  not  validly  be  put  to  the 
meeting  that  certain  named  persons  or  sodi  other  persons  as 
the  company  should  think  fit  be  appointed  dtrectora. 
(3)  That  the  poll  upon  the  six  resoIytidUL  mMwTvias  not 
validly  held.  Digitized  by 
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JUDGUEXT. 

Backley,  J.,  said  that  all  three  objections  to  the  validity 
of  the  notices  must  be  upheld.  The  requisition  was  not 
validly  sigDod  by  the  owners  of  the  1,000  shares,  since  one 
of  them  did  not  sign ;  and  it  must*  in  the  words  of  the  Act, 
be  Mgned  by  the  holders— that  is,  by  all  the  holders.  The 
signing  of  a  requisition  by  one  joint  holder  was  not 
authorised  by  Table  A.  The  resolution  regarding  the 
appointment  of  directors  was  bad,  since  it  left  the  question 
who  were  to  be  appointed  open ;  and  the  poll  had  not  been 
validly  taken,  since  a  sbarehtdder  might  well  wuh  to  vote 
for  some  of  the  resolutions  and  not  for  Others,  and  could 
not  be  required  to  vote  for  or  against  the  whole  of  them  at 
once.  The  new  directors  and  new  solicitors  had  therefore 
not  been  validly  appointed,  and  thenoticesof  discontinuance 
and  of  change  of  solicitors  were  bad. 

(LJ.  530.) 

CHANCERY  DIVISION. 
July  30. 
(Before  Bucklky,  J.) 
The  Buhlmann  Incandescent  Syndicate,  Um. 

PetitioM  to  Wiitd  up  a  Company  Registered  in  Guernsey. 

A  petition  by  creditors  for  a  compulsory  ordex,  the  com- 
pany being  in  voluntary  liquidation  in  Guernsey  with  a 
view  to  reconstruction.  The  assets  were  in  this  country, 
and  a  receiver  was  in  possession  for  the  debenture-holders. 
The  Official  Receiver  had  been  appointed  provisional 
liquidator  pending  the  hearing  of  the  petition  now  before 
the  Court.  Interpleader  proceedings  were  also  pending 
through  the  sheriff  attempting  to  levy  execution  on  behalf 
of  a  creditor. 

The  petitioners  attacked  the  validity  of  the  debentures, 
on  ttie  ground  that  the  company  being  a  foreign  corpora- 
tion the  debentures  were  void  through  want  of  registration 
under  the  Bills  of  Sale  Acts,  and  it  was  thought  that  if  a 
compulsory  order  were  obtained  the  rights  of  creditors 
would  be  better  protected.  By  section  17  of  the  Bills  of 
Sale  Act,  i88a,  the  charges  of  all  mortgage,  loan,  or  other 
incorporated  companies  are  expressly  exempted  from  the 
provisions  of  that  Act.  In  the  case  of  the  Great 
Northern  Railway  Company  v.  The  Coal  Co-operaiivc 
Company  (1895,  t  Ch.  187).  a  company  registered  under  the 
Industrial  and  Provident  Societies  Act,  judgment  was 
given  against  the  plaintiffs,  who  were  debenture-holders, 
and  in  favour  of  the  liquidator  of  the  company,  on  the 
ground  that  it  was  not  an  incorporated  company,  and 
therefore  the  debenture-holders  lost  their  security  through 
want  of  registration.  In  the  case  of  the  Standard  Manu- 
faduring  Company  (1891,  i  Ch.  627),  Lord  Justice  Bowen, 
in  the  Court  of  Appeal,  said  the  reason  why  the  Bills  of 
Sale  Act.  1878,  did  not  apply  to  the  charges  given  by  incor- 
porated companies  was  due  to  the  fact  that  other  statutory 


provision  had  previoasljr  been  made  for  zegistration  by  the 

Companies  Clauses  Consolidation  Act,  1845, 
Companies  Act,  1862. 

Under  the  agreement  fur  sale  to  the  company  it  appeared 
that  the  vendor  had  an  option  in  the  event  of  the  company 
being  wound  up  in  any  other  way  than  voluntarily  with  a 
view  to  reconstruction  to  repurchase  all  patents  for  ^^lo, 
whereas  it  was  contended  they  were  now  of  considerable 
value. 

Under  article  38  of  the  Projet  de  Loi,  relating  to  com- 
panies registered  with  limited  liability  in  Guernsey,  a  com- 
pany is  deemed  to  be  dissolved  on  the  passing  of  a  special 
resolution  at  a  general  meeting,  which  is  dated  from  the 
time  when  a  duly  authenticated  copy  is  filed  with  the 
Greffier  of  the  Royal  Court. 

JUDGllSNT. 

Mr.  Justice  Buckley  said  that  this  was  the  first  petition 
that  had  come  before  the  Court  to  wind  up  a  company 
registered  in  Guernsey.  He  had  decided  that  the  petition 
ought  to  be  dismissed,  as  there  was  a  voluntary  liqnidation 
in  existence,  and  as  the  question  of  the  validity  of  the 
debentures  which  bad  been  raised,  as  to  which  he  would 
express  no  opinion,  would  be  decided  in  the  interpleader 
proceedings,  which,  he  understood,  were  pending.  The 
petition  was  therefore  dismissed,  but  without  costs. 
(Reported  by  W.  H.  Terry,  Esq.,  Barrister-at-Law.l 


incqme-JTax, 

HOUSE  OF  LORDS. 
30th  July. 

(Before  Lord  Loreburn,  L.C..  and  Lords  Macnaghtbn, 
Jau£s,  KoBEKTbON,  and  Atkinson). 

De  Beers  Consolidated  Mines,    Um.  v.  Howe 

(Surveyor  of  Taxes). 

Inland  Revenue — Income-tax — Profits  or  Gains  arising  from 
Trade — "Person  Residing  in  the  United  Kingdom" — 
"Trade  Exercised  Within  United  Kingdom  "—Company 
Owning  Mines  Abroad — Registration  Abroad — Head  Office 
Abroad — Business  mainly  conducted  in  London — Income 
Tax  Act,  1853  (iG  *•  17  Vict.  c.  34),  s.  2,  Schedule  D. 
Appeal  from  an  order  of  the  Court  of  Appeal  (Collins, 
M.R.,  and  Mathew  and  Cozens-Hardy,  L.Jj.)  (54  W.R.  9: 
1905,  2KB,  612}  affirming  the  judgment  of  Fhillimore,  J,, 
on  a  case  stated  by  the  Income  Tax  Commissioners.  The 
qaestion  was  whether  the  appellants  ought  to  be  assessed  to 
income-tax  on  the  footing  that  it  was  a  company  resident  in 
the  United  Kingdom,  and  this  depended  on  the  circum- 
stances, as  shortly  narrated  in  the  judgment. 

JUDGMENT. 

The  House  dismissed  the  appeal. 

Lord  Loreburn,  L.C. — Under  the  second  section  of  the 
Income  Tax  Act,  1S53,  Schedule  D,  any  person  residing  in 
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the  United  Kingdom  must  pay  on  his  annual  profits  and 
gains  arising  or  accruing  to  him  "  from  any  kind  of  property 
*'  whatever,  whether  situated  in  the  United  Kingdom  or 
'*  elsewhere,"  and  also  *'  from  any  profession,  trade,  employ- 
"  ment,  or  vocation,  whether  the  same  shall  be  respectively 
"  carried  on  in  the  United  Kingdom  or  elsewhere."  It  was 
easy  to  ascertain  where  an  individual  resided,  but  some 
artificial  test  had  to  be  applied  to  a  company,  because  in 
one  sense  a  company  could  reside  nowhere.  Mr.  Cohen 
had  said  the  test  was  where  the  company  was  registered.  I 
cannot  ac(»pt  that  contention.  A  company  could  not  eat 
or  sleep,  but  it  could  keep  house  and  do  business.  We  had 
to  see,  therefore,  where  this  company  really  kept  bouse  and 
did  business.  An  individual  might  be  of  foreign  nationality 
and  yet  reside  in  (he  United  Kingdom.  So  might  a 
company.  Otherwise,  it  might  have  its  chief  seat  of 
management  and  its  centre  of  trading  in  England,  under 
the  protection  of  English  law,  and  yet  escape  the  appro- 
priate taxation  by  the  simple  expedient  of  being  registered 
abroad.  The  decision  of  Kelly,  C.B.,  and  Iluddleston,  B., 
in  The  Calcutta  Jute  Mills  and  Nicholson  and  the  Cesena  Sul^'kur 
Co.  V.  Nickolsm  (25  W.R.  71,  i  Ex.  D.  428),  given  more  than 
thirty  yean  ago,  involved  the  principle  that  a  company 
resides  for  the  purposes  of  income-tax  where  its  real 
business  was  carried  on.  That  decision  had  been  acted  on 
ever  since,  and  I  regard  that  principle  as  the  true  rule,  and 
the  real  business  is  carried  on  where  the  central  manage- 
ment and  control  actually  resides.  [His  Lordship  then 
considered  the  facts  as  stated  by  the  Commissioners  and  the 
conclusions  arrived  at,  that  the  trade  or  business  of  the 
appellant  company  constituted  one  trade  or  business,  and 
was  carried  on  at  their  London  office,  and  that  the  head  and 
seat  and  directing  power  of  the  afTairs  of  the  appellant 
company  were  at  the  oflice  in  London,  and  concluded 
These  conclusions  cannot  be  impugned,  and  it  follows  that 
this  company  was  resident  within  the  United  Kingdom  for 
the  purposes  of  income-tax  and  mast  be  assessed  on  that 
footing. 

The  other  noble  and  learned  lords  concurring,  the  appeal 
was  dismissed. 

(so  S.j   666  ) 


Miscellaneous, 

KING'S  BENCH  DIVISION. 
July  21. 
(Before  Piiilliuokb,  J.) 
Bank  of  Montreal  v.  Exhibit  and  Trading 
Company,  Llm. 
Bill  of  Exchange — Promissory  Note — Alteration—Alteration 
Not  Apparent— Endorsement — Stamp  —Made  in  United 
Kingdom    Stamp  Act,  1891  {54  &■  55  Vict.  e.  39),  s.  34 — 
Billspf  Exchange  Act,  1881  (45  ^  4G  Vut.  f.6r),  ucs.  64, 
73,  svbsec.  I  (a). 
This  was  an  action  to  recover  the  sum  of  ;^405  15s.  4d., 
being  the  amount  of  principal,  interest,  and  notarial 
'charges  due  on  a  promissory  note  for  91,932.60  signed  by 


the  defendants,  an  English  company,  dated  June  10  1905, 
payable  90  days  after  date  to  the  order  of  the  Goderich 
Organ  Company,  and  endorsed  by  them  to  the  plaintiffs, 
who  were  holders  in  due  course  for  value.  It  appeared 
that  the  Goderich  Organ  Company  had  been  turned  into 
a  limited  compmy,  and  that  the  promissory  note  in  qoes- 
tion,  which  was  made  in  England  and  sent  out  to  Canada 
to  the  Goderich  Organ  Company,  was  endorsed  on  behalf 
of  the  Goderich  Organ  Company,  Lim.,  to  the  plaintiffs. 
It  further  appeared  that  on  the  face  of  the  note  the  word 
** Limited  "  had  been  added  after  the  words  "the  Goderich 
Oi^an  Company  "  subsequent  to  the  making  of  the  note 
by  the  defendants.  The  defence  was  that  the  endorsement 
was  not  in  order  and  that  the  addition  of  die  word 
"  Limited  "  was  a  material  alteration  of  the  note  which 
made  it  invalid.  A  further  defence  was  that  the  note  was 
unstamped. 

Mr.  J.  D.  Crawford,  who  appeared  for  the  plaintiffs, 
submitted  that  there  was  no  substance  in  the  point  as  tn 
the  indorsement  and  alteration  of  the  note.  The  section 
of  the  Bills  of  Exchange  Act,  1883,  which  dealt  witii  altera- 
tions of  bills  and  notes  was  section  64,  which  provided  as 
follows: — Subsection  (i) — "Where  a  bill  or  acceptance  is 
''materially  altered  without  the  assent  of  all  parties  liable 
"on  tiie  bill,  the  bill  is  avoided,  except  as  against  a  party 
"who  has  himself  made,  authorised,  or  assented  to  the 
"  alteration  and  subsequent  endorsers.  Provided  that  where 
"a  bill  has  been  materially  altered,  but  the  alteration  is 
"  not  apparent,  and  the  bill  is  in  the  hands  of  a  holder  in 
"dne  course,  such  holder  may  avail  himself  of  the  bill  as 
if  it  had  not  been  altered,  and  may  enforce  payment  of 
"it  according  to  its  original  tenor."  Subsection  (2) — "In 
particular  the  following  alterations  are  material— namely, 
"an^  alteration  of  the  date,  die  sum  payable*  the  time  of 
''pa3rment,  the  place  of  payment,  and  where  a  bill  has 
''been  accepted  generally,  the  addition  of  a  place  of  pay- 
'ment  without  the  acceptor's  assent."  If  the  note  in  ques- 
tion were  looked  at,  no  one  could  tell  that  the  word 
"Limited  "  had  been  added ;  tberefors  the  alteration  was 
not  "  apparent  "  within  the  meaning  of  the  proviso  to  sub- 
section (t)  of  section  64.  The  plaintifis,  in  fact,  took  the 
note  without  notice  of  the  alteration. 

Mr.  Justice  Phillimore:  The  ink  seems  a  little  thicker 
in  the  word  "Limited,"  but  there  was  room  for  the  inser- 
tion of  the  word,  and  at  present  I  am  inclined  to  agree 
that  the  alteration  is  not  "apparent." 

Mr.  J.  D.  Crawford :  Then  was  the  addition  of  the  word 
a  "material  alteration  "  of  the  note?  He  submitted  not,  as 
there  was  no  suggestion  that  there  was  any  other  creditor 
except  the  Goderich  Organ  Company,  Lim.,  in  reference 
to  the  note.  The  alteration  certainly  did  not  fall  within 
the  class  of  material  alterations  enumerated  in  subsecttDn 
(3)  of  section  64.  | 
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Ur.  Justice  Phillimore :  A  holder  in  due  course  for  value 
who  takes  a  bill  or  note  which  has  been  materially  altered, 
but  where  the  alteration  is  not  apparent,  caa  only  enforce 
payment  according  to  the  original  tenor  of  the  bill ;  that 
means  that  the  addition  must  be  treated  as  struck  out. 
In  that  case  the  endorsement  in  this  case  would  not  be  a 
proper  endorsement. 

Mr.  J.  D.  Crawford:  "Original  tenor"  merely  referred 
to  such  a  matter  as  the  amount  of  the  bill.  Then  with 
regard  to  the  point  as  to  the  note  being  unstamped, 
Canadian  law  did  not  require  the  document  to  be  stamped, 
and  counsel  submitted  that  as  the  note  was  "issued"  out 
of  the  United  Kingdom — see  the  definition  of  "issue"  in 
secUOD  2  of  the  Bills  of  Exchange  Act,  iSSa — it  did  not 
require  to  be  stamped  before  it  could  be  sued  upon.  Sec- 
tion yi,  subsection  (i),  of  the  Bills  of  Exchange  Act  was  as 
follows: — "Provided  that  (a)  where  a  bill  is  issued  out  of 
"the  United  Kingdom  it  is  not  invalid  by  reason  only  that 
"it  is  not  stamped  in  accordance  with  the  law  of  the  place 
"of  issue." 

Mr.  Justice  Phillimore:  That  only  means  that  a  bill 
issued  abroad  is  not  invalid  in  England  merely  because  the 
stamp  requirements  of  the  country  of  issue  have  not  been 
complied  with.  It  does  not  mean  that  the  English  stamp 
reqairements  have  not  to  be  satisfied.  That  is  so  even 
assuming  this  note  was  issued  in  Canada,  which  is  doubt- 
ful, seeing  it  was  made  out  and  posted  in  this  oountry. 
He  referred  to  section  34  of  the  Stamp  Act,  1891. 

Mr.  J.  D.  Crawford :  The  Stamp  Act  does  not  apply 
where  the  note  is  issued  abroad. 

Mr.  J.  W.  Ross  Brown,  for  the  defendants,  was  not 
called  upon  to  argue. 

JUDGMEHT. 

Mr.  Justice  Phillimore,  in  giving  judgment,  said  that  he 
was  inclined  to  take  the  view  that  the  alteration  of  the 
note  was  not  "apparent,"  and,  therefore,  the  note  was  not 
vitiated  on  that  ground  in  the  hands  of  the  plaintiffs,  who 
were  holders  for  value.  He  was  not  prepared  to  decide, 
nor  was  it  now  necessary  to  decide,  whether  the  alteration 
was  "material"  or  not.  The  effect  of  holding  that  the 
alteration  was  not  apparent  was  to  set  up  the  note  accord- 
ing to  its  original  tenor ;  that  was  to  set  it  up  as  if  it  was 
payable  to  the  Goderich  Organ  Company.  There  had  been 
a  company  of  that  name,  but  when  the  note  in  question 
reached  Canada  that  company  appeared  to  have  been 
turned  into  a  limited  company,  and  the  note  came  into  the 
hands  of  the  Goderich  Organ  Company.  Lim.  The  proper 
officer  of  that  company  endorsed  the  note,  and  probably  he 
was  the  person  who  added  the  word  "  Limited  "  on  the 
face  of  the  note,  but  as  to  that  he  had  no  information.  He 
could  not  take  the  Goderich  Organ  Company,  Lim.,  as 
meaning  necessarily  the  same  thing  as  the  Goderich  Organ 
Company ;  they  were  two  distinct  legal  entities.  The 
endorsement,  therefore,  by  the  Goderich  Organ  Company, 
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Lim.,  could  not  be  regarded  as  equivalent  to  an  endorse- 
ment by  the  Goderich  Organ  Company.  The  endorsement 
was,  therefore,  not  in  order,  without  prejudice,  however,  to 
a  fresh  action  on  a  proper  endorsement.  There  was,  how- 
ever, another  and  fatal  objection  to  the  note.  It  was  not 
stamped.  It  was  suggested  that  he  should  treat  the  docu- 
ment as  issued  out  of  the  United  Kingdom.  He  did  not 
think  he  could  so  treat  it  in  fact,  but  he  would  assume 
that  he  could.  Ex  hypothesi  the  place  of  issue  was  Canada, 
and  the  only  effect  of  the  proviso  (a)  in  subsection  (i)  of 
section  72  of  the  Bills  of  Exchange  Act,  188s,  was  to 
exclude  any  objection  being  taken  in  this  country  on  the 
ground  that  the  note  had  not  been  stamped  acou-ding  to  the 
laws  of  Canada.  That  left  entirely  untouched  the  question 
whether  objection  conid  be  taken  to  the  note  under  the 
laws  of  the  United  Kii^dom.  Section  7a,  therefore,  did 
not  cover  the  present  case.  He  had  to  look  at  the  pro- 
visions of  the  Stamp  Act,  1891,  and  under  those  provisions 
a  bill  or  note  had  to  be  stamped  before  it  passed  out  of  the 
hands,  custody,  or  power  of  the  drawer.  The  note,  there- 
fore, should  have  been  stamped.  There  must  be  judgment 
for  the  defendants,  with  costs. 

(22  Times  Lam  Reports,  72J.) 


KING  S  BENCH  DIVISION. 
(Before  Walton,  J.) 
July  a6  and  27. 
Attorney-Qeaeral  v.  Qreat  Noitfaem,  Piccadilly, 
and  Brompton  Railway  Company. 
Rtvnve — Stamp  Duty — Duty  paid  by  Company  on  Nominal 
Share  Capital  which  was  not  issued — Subsequent  Grant  of 
that  Company's  Rights  to  Defendant  Company — "  Ineriast 
oj  Capital"— No  Statement  Delivered— Claim  by  Crown 
for  PentUtiis — Stamp  Act,  i8gi,  9.  113  (3). 

Special  case.  An  information  was  laid  claiming  ^13,200 
as  penalties  under  section  113  (3)  of  the  Stamp  Act,  i8gi, 
against  the  defendant  company  for  failure  to  deliver  a  state- 
ment of  an  increase  of  the  amount  of  nominal  share  capital 
of  the  company  as  required  by  that  section.  The  special 
case  stated  that  in  1897  an  Act  was  passed  authorising  the 
Brompton  and  Piccadilly  Circus  Railway  Co.  to  constrnct  a 
tube  railway  from  Piccadilly  Circus  to  South  Kensington  and 
to  raise  capital  to  the  amount  of  ^600,000.  In  1899  an  Act 
was  passed  to  empower  the  Great  Northern  and  Strand 
Railway  Co.  to  construct  a  tube  railway  from  Wood  Green 
to  the  Strand,  and  to  raise  capital  to  the  extent  of  /2, 400,000. 
Both  companies  made  returns  of  their  nominal  share  capital, 
and  paid  duty  thereon  in  accordance  with  the  requirements 
of  section  113  of  the  Stamp  Act  of  1891,  although  the  Great 
Northern  and  Strand  Railway  Co.  did  not  raise  any  part  of 
their  capital.  In  1902  the  Great  Northern  and  Strand  Rail- 
way Co.  obtained  an  Act  authorising  the  transfer  of  their 
undertaking  and  powers  to  the  Brompton  and  Piccadilly 
Circus  Railway  Co.,  including  the  power  to  raise  the 
jf2, 400,000  capital  on  which  they  had  paid  duty.  No  state- 
ment of  an  increase  of  nominal  share  capital  was  delivered 
by  the  defendant  company  snbsequentWlb  Uwoas^igpf  the 
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BromptoD  and  Piccacmiy  Clrcns  Railway  Act,  1902,  in  respect 
of  the  j^2,40o,ooo  nominal  share  capital  authorised  by  the 
Great  Northern  and  Strand  Railway  Act,  1899.  Thequestions 
for  the  Court  were  :  (i)  Whether  there  was  by  virtue  of  the 
Gnat  Northern  and  Strand  Railway  Act,  1902,  and  the 
Brompton  and  Piccadilly  Circus  Railway  Act,  1902,  an 
increase  of  the  nominal  share  capital  of  the  defendant 
company  in  respect  of  the  ^^2,400,000  authorised  by  the 
Great  Northern  and  Strand  Railway  Act,  1899,  within  the 
meaning  of  section  113  of  the  Act  of  1891  ;  (2)  Whether  if 
there  was  such  an  increase  of  the  nominal  share  capital  of 
the  defendant  company  they  were  liable  notwithstanding  the 
proviaions  of  the  Great  Northern  and  Strand  Railway  Act, 
1903,  and  the  Brompton  and  Piccadilly  Clrcns  Railway 
Act,  190a,  to  render  a  statement  of  such  incnsae  of  nominal 
share  capital  so  as  to  be  chai^eable  under  the  Stamp  Act 
with  an  ad  valorem  stamp  duty  ;  and  (3)  whether  the  defen- 
dant company  was  liable  to  pay  to  His  Majesty  the  above 
sum  of  /i3,200  or  any  part  thereof. 

JUDGMENT. 

Walton,  J.,  in  giving  judgment,  said  the  Crown  contended 
that  under  the  Strand  Act  of  1902  the  Brompton  and 
Piccadilly  Circus  Co.  had  been  granted  powers  to  increase 
their  nominal  share  capital,  and  that  as  under  section  113 
of  the  Stamp  Act  a  duty  was  payable  on  such  grant,  the 
company  slionld  have  made  a  return  of  the  increased  capital 
and  paid  duty  on  the  /"a, 400,000,  notwithstanding  that  the 
Great  Northern  and  Strand  Railway  Co.  had  already  paid 
duty  in  respect  of  it.  He  thought  that  the  effect  of  section 
40  of  the  Great  Northern  and  Strand  Act,  1902,  was  to  give 
new  powers  to  the  Brompton  company;  but  if  the  ^2,400,000 
was  raised  by  the  defendant  company  it  would  be  raised,  not 
under  any  powers  given  by  the  Strand  Act  of  1902,  but  by 
the  Strand  Act  ot  1899.  The  Strand  Act  of  1902  was  by  its 
terms  an  Act  amending  the  Strand  Act  of  1899,  so  as  to 
enable  the  Brompton  company  to  raise  capita  under  the 
Act  of  1899.  In  his  opinion  the  Crown  was  not  entitled  to 
recover  the  sum  claimed,  for  the  stamp  duty  had  already 
been  paid  in  respect  of  this  nominal  capital,  and  was  not 
payable  a  second  time.  Judgment,  therefore,  must  be  for 
the  defendants. 

(50  S.J.  6C9.) 


Partnerships. 

JUDICIAL  COMMITTEE  OF  THE  PRIVY  COUNCIL. 
July  16. 

(Before  the  Earl  of  Halsbury,  Lord  Macnaohteh,  Sir 
Arthur  Wilson,  and  Sir  ALysEo  Wills.} 
Trimble  aad  Bennett  0.  Qoldberjc. 

Partnership — Transactiou  by  Partner  Outside  Scope  of  Partner- 
ship— Secret  Benefit — Kight  of  other  Partner  to  Share  in 
Profits — Alleged  Breach  of  Good  Faith  -  Conflict  bttwecH 
Duty  and  Interest. 
This  was  an  appeal  from  a  judgment  of  the  Supreme 
Court  of  the  Transvaal  of  May  16  1905,  reversing  a  decision 
of  the  Witwatcisrand  High  Cuurt  at  Johannesburg. 


I  JUDGMENT. 

I  Lord  Macnaghten,  in  delivering  their  Lordships'  judg- 
ment, said  this  was  an  action  for  account  brought  by  the 
respondent  against  the  appellants,  who  were  associated 
with  him  in  a  partnership  adventure.  The  trial  took  place 
before  Mr.  Justice  Smith.  On  all  questions  of  disputed 
fact  and  on  all  questions  of  law  but  one  the  Supreme  Court 
agreed  with  the  trial  Judge.  On  one  point  they  differed 
from  him.  Founding  their  opinion  on  an  equiQr  he  had 
failed  to  appreciate  or  discover,  they  entered  judgment  for 
the  respondent,  declaring  him  entitled  to  share  with  the 
appellants  in  the  profits  of  a  purchase  which  they  had 
made  secretly  aud  meant  to  keep  to  themselves.  Consider- 
ing the  purchased  property,  though  not  within  the  scope 
of  the  partnership  adventure,  yet  connected  with  it 
indirectly,  and  thinking  the  purchase  injurious  to  the 
common  interest,  they  held  on  general  principles  that  the 
appellants  were  liable  to  account  to  their  partner  for  any 
profit  derived  from  the  transaction ;  and  Chey  r^arded  the 
veil  of  secrecy  as  a  damning  proof  of  guilt  and  an  aggrava- 
tion of  the  wrong  of  which,  in  their  view,  Goldberg  was 
entitled  to  complain.  Goldberg  was  a  land  speculator. 
Trimble  was  an  auctioneer;  he  had  been  acting  chief 
detective  of  the  whole  of  the  Transvaal  before  the  war. 
Bennett  was  a  merchant  in  Durban  in  a  good  financial 
position.  The  partnership  agreement  between  Goldberg, 
Trimble,  and  Bennett  was  dated  February  10  1902.  The 
object  of  the  joint  adventure  was  the  purchase  and  resale 
of  certain  properties  belonging  to  a  gentleman  named 
Hollard.  They  consisted  of  5,500  shares  in  a  company 
called  the  Sigma  Syndicate,  besides  stands  or  plots  of 
land  laid  off  for  building  and  other  real  estate  in 
Johannesburg  and  elsewhere  in  South  Africa.  There  was 
nothing  special  in  the  partnership  agreement  of  Februaiy 
10  1902.  Profits  and  losses  were  to  be  shared  equally.  No 
partner  was  to  sell  or  dispose  of  his  interest  without  the 
consent  in  writing  of  his  partners.  All  dealings  with  the 
property  of  the  partnership  were  to  be  transacted  by  and 
through  Trimble,  to  whom  the  other  partners  were  to  give 
powers  of  attorney.  The  Sigma  Syndicate,  whose  full  title 
was  the  Sigma  Building  Syndicate,  Lim.,  had  been  formed 
in  1896,  under  the  laws  of  the  South  African  Republic, 
with  limited  liability.  Its  capital  was  ;fa5,ooo  divided 
into  25,000  shares  of  £1  each,  all  fully  paid  ug.  The  board 
of  directors  was  to  consist  of  at  least  four  and  at  most  six 
members  of  the  company.  The  management  of  the  com- 
pany's affairs  was  committed  to  the  board,  "with  the  most 
extended  powers  and  without  limit  or  reserve."  The 
powers  of  the  board  specially  enumerated  included  "any 
purchase,  sale,  or  exchange  of  immovable  properties." 
The  syndicate  was  formed  for  the  purpose  of  making 
pujfil  by  purchasing  and  reselling  a  number  of  stands  on 
Marshall  Square  and  (>(>vt;rnmcut  Square  in  Johannesburg. 
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In  the  early  part  of  1903.  Hollard,  a  wealthy  man 
and  a  director  of  the  Sigma  Syndicate,  was  about  to  leave 
South  Africa  and  anxious  to  dispose  of  everything  he  had 
there  before  quitting  the  country.  He  put  all  his  properties 
on  the  market  for  sale  throngh  Goldbergi  who  was 
furnished  with  a  schedule  of  the  various  lots  showing  their 
aggregate  price  aad  the  value  placed  on  each.  The  total 
was  ^^94,566.  The  Sigma  shares  were  put  at  ^^'jo.ooo.  The 
schedule  was  accompanied  by  an  elaborate  report  prepared 
by  Mr.  Dumat,  an  attorney  in  Johannesbu]^.  Goldberg's 
original  intention  seemed  to  have  been  to  form  a  syndicate 
for  purchasing  the  property,  charging  the  syndicate  ^^9,500 
as  commission  for  bis  services.  The  gentlemen  who  were 
to  compose  the  syndicate  wanted  further  time.  After  care- 
fully considering  Dumat's  report  and  expressing  no  little 
disappointment  and  ditsatisfaction  with  it,  Goldberg  ; 
advised  Hollard  not  to  grant  an  extension  of  time  to  the 
syndicate  and  proposed  to  accept  HoUard's  offer  and  buy 
on  his  own  account.  Bennett  and  Trimble  joined  him  in 
the  adventure  and  the  partnership  agreement  of  February 
10  igoi  was  arranged.  To  meet  HoUard's  requirements 
;£i2,5oo  was  telegraphed  in  advance  and  Trimble  was 
despatched  to  Johannesburg  to  complete  the  business. 
Armed  with  powers  of  attorney  from  his  two  partneA, 
Trimble  went  to  Johannesburg,  saw  Hollard  there,  and 
settled  the  terms  of  the  purchase  off*hand.  The  purchase 
deed  was  executed  by  Hollard  and  by  Trimble  on  behalf 
of  himself  and  his  partners  on  February  14  1902.  The 
purchase-price  as  proposed  was  /94,566.  The  sum  of 
;^ta,5oo,  which  had  been  sent  forward,  was  taken  as  part 
payment ;  the  balance  was  secured  by  mortgage  bonds 
over  the  several  properties  comprised  in  the  purchase. 
After  this  matter  was  settled  Trimble  went  one  day  with 
Hollard  to  see  the  stands  belonging  to  the  Sigma  Syndi- 
cate. When  they  came  to  Government  Square  Trimble 
asked  Hollard  if  the  syndicate  would  sell  the  stands  there 
en  bloc.  Hollard  said,  "Ves,"  adding  that  he  thought  the 
board  would  sell  for  ;£i2o,ooo.  Trimble  asked  about  con- 
ditionsi  and  Hollard  referred  him  to  Davis,  the  secretary, 
who  would^  he  said,  lay  the  matter  before  the  board.  It 
seemed  that  the  syndicate  had  tried  without  much  success 
to  sell  their  stands.  They  had  put  them  up  for  sale  by 
auction,  but  had  only  managed  to  sell  one  stand  on 
Marshall  Square.  The  board,  holding  as  they  did  23.000 
shares  out  of  25,000,  decided  in  the  presence  of  all  the 
shareholders  to  take  ^100,000  for  their  stands  on  Govern- 
ment Square,  and  negotiations  were  going  on  with  the 
Government  or  the  private  secretary  to  his  Excellency  on 
that  footing.  Trimble,  of  course,  was  not  made  aware  of 
that  fact*  and  after  some  negotiation  with  Davis  be  was 
content  to  take  an  option  to  buy  for  j^i  10,000.  Trimble  at 
once  communicated  with  Bennett,  and  told  him  that  he 
thought  from  some  secret  information  he  had  gained,  which 


it  seemed  would  not  bear  the  light,  that  money  was  to  be 

made  out  of  the  deal.  He  asked  Bennett  to  join  him  in 
the  speculation,  intimating  that  he  was  prepared  to  give 
even  a  larger  price.  Bennett  consented  to  join  and  to 
finance  the  enterprise.  The  directors  of  the  syndicate  were 
only  too  glad  to  accept  Trimble's  offer,  and  thus  he  secured 
the  stands  on  Government  Square  for  himself  and  Bennett 
for  £^110,000.  Goldberg  was  not  told  anything  about  this 
purchase  at  the  time.  lie  did  not  hear  of  it  until  the  end 
of  1903  or  some  time  in  1903.  Meeting  Trimble  one  day  in 
the  street  he  said,  "  Don't  you  think  you  m^ht  have  let  me 
have  a  show  in?"  Later  on,  however,  he  took  a  more 
exalted  view  of  his  rights  and  brought  this  action,  alleging 
that  the  partnership  had  given  Trimble  a  mandate  to  buy 
the  stands  on  joint  account — an  allegation  which  both 
Courts  held  not  proved.  He  also  contended  that  on  general 
principles  applicable  to  all  cases  of  partnership  he  was 
entitled  tu  share  with  his  partners  in  the  benefit  of  their 
purchase.  On  that  ground  the  Court  of  Appeal  gave  effect 
to  his  claim.  It  seemed  to  their  Lordships  that  the  judg- 
ment of  the  Court  of  Appeal  was  not  well  founded.  The 
purchase  was  not  within  the  scope  of  the  partnership. 
The  subject  of  the  purchase  was  not  part  of  the  business 
of  the  partnership  or  an  undertaking  in  rivalry  with  the 
partnership,  or,  indeed,  connected  with  it  in  any  proper 
sense.  Nor  was  the  information  on  vrliich  Trimble  acted 
acquired  by  reason  of  his  position  as  partner  or  even  of 
his  connection  with  the  Sigma  Syndicate.  The  way  in 
which  the  information  was  acquired  might  have  been  much 
to  Trimble's  discredit,  as  the  Court  of  Appeal  had  pointed 
out ;  but  Goldberg  was  not  in  a  position  to  complain  of 
that.  He  at  least  was  not  averse  to  sharing  the  profit  to 
which  it  seemed  to  have  conduced.  Now  if  the  purchase 
from  Hollard  had  been  completed  so  far  as  to  make  the 
partnership  the  absolute  and  unencumbered  owner  of  the 
5,500  shares  in  the  Sigma  Syndicate,  and  if  those  shares 
had  been  divided  between  the  three  partners  and  registered 
in  their  separate  names,  any  one  of  the  three  would  have 
had  as  good  a  right  to  buy  any  property  of  the  syndicate 
which  the  directors  might  think  fit  to  offer  for  sale  as  any 
other  shareholder  in  the  syndicate  or  any  member  of  the 
general  public.  The  Court  of  Appeal  appeared  to  have 
regarded  the  purchase,  though  not  expressly  prohibited 
by  the  partnership  articles,  as  a  breach  of  good  faith  and 
consequently  as  a  violation  of  the  fundamental  condition 
of  the  partnership.  Suppose  it  bad  been  forbidden  in 
express  terms,  what  would  have  been  the  result?  The 
other  partner  or  partners  discovering  the  breach  of  contract 
might  have  claimed  immediate  dissolution,  or  even 
damages,  on  proof  of  actual  loss  to  the  partnership.  But 
a  claim  to  share  in  the  profits  of  the  forbidden  purchase 
would  not  have  been  warranted  by  principle  or  precedent. 
And  here  there  was  -no  loss  to^  the  partnership ;  ^ly  a 
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disappointment  to  the  partner  left  out  in  the  cold.  The 
purchase  apparently  was  an  advaatage  to  the  partnership. 
Through  it  the  directors  of  the  S^ma  Syndicate  were 
enabled  to  obtain  for  their  property  j£io,ooo  more  tban  tbffjr 
would  have  obtained  if  they  had  sold  to  the  Government 
at  their  own  price.  And  the  partnership,  as  a  share- 
holder in  the  syndicate,  was  proportionately  the  gainer. 
The  Court  of  Appeal  seemed  to  have  been  much  impressed 
by  the  secrecy  of  the  transaction.  No  doubt  it  would  have 
been  better  if  Goldberg  had  been  told  at  the  time  that 
Trimble  and  Bennett  were  making  this  purchase.  In  a  case 
in  the  House  of  Lords  (Cassels  v.  Stewart,  6  App.  Cas.  64, 
at  p.  80},  Lord  Blackburn  observed : — "I  generally  think  it 
"is  advisable  as  a  matter  of  prudence  as  well  as  on  other 
"grounds  to  let  everything  be  above  board."  Tbat  was  a 
very  proper  sentiment,  worthy,  perhaps,  of  a  more  unhesi- 
fating  acceptance.  But  still  there  was  no  legal  obligation 
on  Trimble  or  Bennett  to  tell  Goldberg  what  they  were 
doing  unless  he  had  a  right  to  take  part  in  the  speculatioD 
if  he  chose  to  do  so.  Their  excuse  for  silence  was  ^at 
they  considered  Goldberg  an  undesirable  partner  and  not 
financially  strong.  The  Court  of  Appeal  laid  some  stress 
on  a  provision  in  the  articles  of  association  of  the  Sigma 
Syndicate  which  stated  that  "each  share  gives,  according 
"  to  the  issued  shares,  a  right  to  a  proportionate  share  in 
"the  ownership  of  the  company's  assets  and  in  the  dis- 
"tribution  of  profits."  But  there  was  nothing  special  in 
that  provision.  It  was  no  more  than  an  accurate  descrip- 
tion of  the  position  of  every  shareholder  in  every  trading 
company  limited  by  shares.  Hien  there  was  an  argument 
wliich  it  was  very  difficult  to  follow.  It  was  said  that  the 
moment  Trimble  determined  to  buy  these  stands  he  put 
himself  in  a  position  in  which  his  interest  and  his  duty 
conflicted.  It  was  his  interest  to  buy  as  cheaply  as  he 
could.  It  was  his  duty  to  sell  the  Sigma  shares  as  dearly 
as  possible.  The  value  of  the  shares  depended  on  the  value 
of  the  stands,  and  so  it  was  his  duty  to  enhance  the  value 
of  the  stands  by  every  legitimate  means  in  bis  power.  He 
ought  not  to  have  thought  of  buying  them  for  less  than 
the  utmost  price  he  felt  he  might  have  been  forced  or 
tempted  to  give.  He  knew  he  was  buying  cheaply  ;  he  told 
Bennett  so.  The  fallacy  of  tbat  line  of  argument  lay  in 
assuming  that  Trimble  had  anytbing  to  do  with  selling 
the  stands  or  any  right  to  meddle  with  the  conduct  of  the 
sale.  That  was  in  tiie  hands  of  the  directors.  They  were 
dealing  at  arm's  length  with  him.  It  seemed  extravagant 
to  suppose  that  he  would  have  advanced  the  interests  of 
the  partnership  by  retiring  from  the  field  and  declining  to 
enter  into  a  competition  which  actually  had  the  effect  of 
raising  the  price  of  the  s^ds  and  so  improving  the  value 
of  the  Sigma  shares.  No  authority  was  cited  in  suf^rt 
of  the  conclusion  at  which  Uie  Court  of  Appeal  arrived. 
But  there  were  several  cases  in  which  arguments  similar 
to  those  which  prevailed  with  that  Court  had  been  urged. 


and  urged  unsuccessfully.  Perhaps  the  most  instructive 
were  Dean  v.  MaeDowelt  (S  Ch.D.  345)  and  Casstls  v. 
Stewart  (6  App.  Cas.  64}.  ITie  two  cases  had  much  in 
common,  and  it  will  be  sufficient  to  refer  to  the  latter.  In 
Cassels  v.  Stewart,  whicli  was  an  appeal  from  two  con- 
current judgments  in  Scotland,  three  gentlemen,  Reid, 
Cassels,  and  Stewart,  were  partners  in  an  undertaking 
called  the  Glasgow  Iron  Company.  The  contract  of  co- 
partnership contained  an  article  forbidding  any  partner  to 
assign  his  interest,  or  give  any  person  or  persons  a  right 
to  interfere  with  the  business,  and  declaring,  further,  thai 
any  such  assignation  should  be  of  no  effect  as  regards  the 
company.  There  was  also  a  clause  declaring  that,  on  the 
retirement  of  a  partner,  the  remaining  partners  should 
have  power  to  buy  his  interest  at  the  amount  standing 
to  his  credit  at  the  last  balance.  Reid  sold  all  his  interest 
to  Stewart.  Reid's  name,  however,  remained  on  the  books, 
and  he  signed  all  deeds  relating  to  the  business  until  his 
death,  which  occurred  seven  years  after  the  sale.  Cassels 
was  not  till  then  informed  of  the  arrangement.  When  he 
found  it  out  he  claimed  to  participate  in  the  purchase,  on 
the  ground  (i)  that  a  mandate  had  been  given  to  Stewart 
to  buy  Reid's  interest  for  the  partnership;  (3)  that  under 
the  terms  of  the  partnership  agreement  the  purchase  could 
only  be  legally  made  with  his  consent ;  and  (3)  that  Stewart 
had  secretly  acquired  a  benefit  for  himself  within  the  scope 
of  the  partnership  business.  It  was  held  that  the  alleged 
mandate  was  not  proved.  But  it  was  argued  by  Sir  Farrer 
Herschell,  then  Solicitor-General,  and  the  Lord  Advocate, 
that,  putting  aside  the  alleged  mandate,  "the  agreement 
"was  entered  into  under  such  circumstances  as  to  entitle 
"the  appellant  to  participate  in  it " ;  "the  acquisition  of 
"shares  of  ou^oing  partners  .  .  .  was  one  of  the 
"objects  of  the  company."  "Apart  from  the  express  terms 
"of  the  contract,  the  secret  agreement  by  which  the 
"  respondent  acquired  for  himself  alone  a  benefit  falling 
"  within  the  scope  of  the  partnership  business  was  a 
"*  breach  of  the  good  faith  of  the  partnership,  and  when  such 
"  a  benefit  was  acquired  each  partner  had  a  right  to  demand 
"that  it  should  be  communicated  to  the  whole  of  them 
"equally";  "on  general  principles  it  was  inequitable 
**  having  r^ard  to  the  fiduciary  relations  due  to  each  other, 
"that  such  an  agreement  should  be  made  behind  the  back 
"of  another  partner."  Witiiout  calling  on  the  respondent, 
the  House,  consisting  of  Lord  Selboine  (Lord  Chancellor), 
and  Lords  Penzance,  Blackburn,  and  Watson,  dismissed 
the  appeal.  It  seemed  to  their  Lordships  that  the  decision 
of  the  Supreme  Court  of  the  Transvaal  in  the  present  case 
could  not  stand  with  the  decision  in  Cassels  v.  Stewart. 
There  was  at  least  as  close  a  connection  between  the  part- 
nership and  the  partner's  purchase  in  tbat  case  as  there 
was  in  this.  In  their  Lordships'  opinion  the  order  under 
appeal  could  not  be  supported  on  authority  or  on  any 
recognised  doctrine  of  equity.  Tlieir  Lordships  would 
therefore  humbly  advise  his  Majesty  that  the  appeal  should 
be  allowed,  the  order  of  Mr.  Justice  Smith  jrestored,  and 
the  appeal  from  that  order  dismissed  with  costs.  The 
respondent  would  pay  the  costs  of  the  appeal.  I 
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Xaw  Heports, 


Accountancy  and  Auditing. 

LORD   MAYOR'S  COURT. 
August  3. 

(Before  Mr.  Bosahqcet,  K.C,  Common  Serjeant,  and  a 

Jury) 

QlllhAin  V.  Robertson. 

Accomtant — ApplUation  for  Rttum  of  Mon^  paid  for  Pro- 
curing  Aniitorships  of  CompmUt. 

Mr.  J.  C.  E.  GiUham,  Chartered  Accountant,  of  Great 
Winchester  Street,  sued  Mr.  D,  Robertson,  a  company 
manago',  of  Falmerston  House,  for  £ig  4s.  The  plaintiff 
gave  evidence  that  he  pud  the  sum  claimed  on  the 
defendant's  promise  to  procure  for  him  auditorahips  in 
certain  companies  named,  and  that  the  appointments  were 
never  made.  Mr,  W.  H.  Weber,  who  was  a  director  tor  a 
time  of  one  of  the  companies,  said  he  could  not  state 
whether  the  company  was  registered.  During  his  connection 
with  it,  the  company  was  only  in  embryo.  The  gentlemen 
named  as  directors  met  occasionally,  and,  so  far  as  they 
could  settle  the  matter,  Mr.  Gillham,  or  his  nominee,  was 
appointed  the  auditor. 

Mr.  W.  Harvey,  a  director  of  the  Australian  Copper 
Trust,  said  that  the  plaintiff  was  appointed  the  auditor. 
The  company  continued  to  exist,  but  it  had  done  no  business. 

For  the  defence  it  was  said  that  the  defendant  had 
stipulated  that  a  gentleman  named  Berger,  who  occupied  a 
seat  in  the  defendant's  office,  was  to  have  nothing  to  do 
with  the  bnsiness,  whereas  detaib  were  given  to  that 
gentleman.  Introductions  of  the  plaintiff  to  companies 
were  made,  and  wherever  possible  the  plaintiff  was  {^pointed 
the  auditor. 

The  jury  found  a  verdict  for  the  plaintiff,  and  judgment 
was  entered  accordingly,  with  costs  of  various  applic^ions. 

{City  Prtss.) 


LORD   MAYOR'S  COURT. 
August  7. 

(Before  Mr.  Bosanqubt,  K.C,  Common  Serjeant,  and  a 
Common  Jury.) 
Stleljena  0.  Walshe. 
Aceountamt^s  Charges, 
Mr.  Ernest  Stieljens,  a  Dutch  gentleman,  who  has  been 
practising  in  this  country  for  some  years  as  an  accountant, 
sued  Mr.  Michael  C.  Walshe,  of  Air  Street,  Manchester 
Square,  to  recover  £63  for  professional  services  rendered. 
The  defendant  formerly  had  a  considerable  interest  in  a  news- 
paper called  The  Universe.   He  was  dissatisfied,  it  was  said, 
with  the  progress  of  the  paper,  and  employed  the  plaintiff  to 
■•find  out  what  was  wrong."  For  that  purpose  the  latter  was 


instructed  to  go  to  the  office,  place  himself  at  the  diqxnal 
of  the  editor  and  manager,  and  attend  to  the  accounts  and 

the  publishing.  No  remuneration  was  fixed,  but  the  plaintiff 
entered  upon  his  duties,  and  at  the  expiration  of  a  fortnight 
reported  to  the  defendant  the  cause  of  the  loss.  Then, 
accordii^  to  his  case,  he  was  instructed  to  continue  Us 
duties.  He  did  so  for  a  farther  period  of  31  weeks.  Now 
he  claimed  23  weeks'  salary  et  the  rate  of  £^  per  week,  less 
sums  which  he  had  received.  When  the  defendant,  as 
debenture-holder,  took  possession,  the  plaintiff  entered  the 
employment  of  the  receiver  at  a  salary  of  305.  a  week. 
Afterwards,  when  he  pressed  the  defendant  for  payment,  he 
was  referred  to  the  receiver.  Defendant  denied  that  he  ever 
engaged  the  plaintiff  as  an  accountiint,  or  that  he  asked  him 
to  stay  on.  He  resigned  his  position  as  director  of  the 
company  in  May  1905,  and  it  was  not  until  October  that  he 
received  any  demand  from  the  plaintiff.  He  at  once  replied, 
repudiating  the  claim.  In  cross-examination ,  he  suggested 
that  Mr.  Silles,  a  director,  who  introduced  him  to  the 
plaintiff,  was  liable,  if  anyone. 
The  jury  found  a  verdict  for  the  defendant. 

{City  Press.) 


A  dministrations. 

CHANCERY  DIVISION. 

August  3  and  9. 
(Before  Swinfen-Eady,  J.) 
I»  ri  RobUns;  Robbins  v.  L^^;. 
Will— Anntdty— Death   of   An»iatant   bifare  Purckast  of 
Govtmment  AnHnity— Right  to  RecHv  Value  of  AimtUty. 
Adjourned  summons. 

By  his  will  dated  February  27  1900  John  Barnabas 
Robbins,  after  appointing  the  defendants  to  be  his  executors 
and  trustees,  and  after  certain  devises  and  beqoesta,  gave 
and  bequeathed  all  his  residuary  real  and  personal  estate  to 
his  trustees  upon  trust  to  convert  the  same,  and  out  of  the 
proceeds  to  pay  all  his  debts,  funeral  and  testamentary 
expenses,  and  to  purchase  in  the  name  of  hb  wife,  Jemima 
Charlotte  Roblnns,  a  Government  annuity  of  the  clear 
annual  value  of  £-ioo  for  the  life  of  his  said  wife.  He  also 
gave  certain  pecuniary  legacies,  and  subject  thereto  gave  the 
residue  of  his  estate  to  the  plaintiff,  Henry  John  Robbins. 

The  testator  died  on  October  11  1905,  and  his  will 
(together  with  a  codicil  not  material  to  this  report)  was  duly 
proved  by  all  the  executors  on  November  25  1905 

The  testator's  widow,  J.  C.  Robbins,  survived  the  testator, 
but  died  sixteen  days  later,  on  October  27  1905.  As  the  will 
had  not  tlwn  been  proved,  no  st^  had  been  taken  with 
n^ard  to  the  purchase  of  the  annuity. 

The  defendants,  Henry  Arthur  Legg  and  George  Davis, 
were  the  administrators  to  the  estate  of  the  widow, 
J,  C.  Robbimi,  «id  they  "^^^D^ftf^^bJ^Sif^CWfe*^ 
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amonnt  which  would  bave  been  required  to  purchase 
the  annuity  of  /400  for  Mrs.  Roblnns  at  the  date  of  the 
testabn-'s  death. 

JtfOGHKNT. 

Swinfen-Eady,  J.,  said  that  it  was  contended  by  the 
plaintiff  that  as  it  had  been  impossible  to  purchase  the 
annuity  owing  to  the  death  of  the  proposed  annuitant,  her 
1^1  persona]  representatives  had  no  claim  tn  respect  of  the 
annuity.  The  representatives  of  the  widow,  on  the  other 
hand,  contended  that  the  annuity  vested  in  the  widow  at 
the  date  of  the  death  of  the  testator.  Bayl^  v.  Biskop 
(1803,  g  Ves  6)  showed  that  it  was  not  necessary  for  a 
legatee  to  survive  the  period  at  which  the  annuity  was 
purchasable.  But  it  was  sought  to  distinguish  the  case  on 
the  ground  that  in  Bayl^  v.  Bishop  there  was  a  direction  to 
invest  a  named  sum  in  the  purchase  of  an  annuity,  so  that 
there  was  a  gift  of  that  named  sum,  whereas  here  the 
direction  was  to  purchase  an  annuity  for  a  particular 
amount.  This  was  disposed  of  by  Dawson  v.  Heam  (1831, 
g  L.J.  R^.  (0.8.)  249 :  I  R.  &  M,  606,  613},  where  Lord 
Chancellor  Brougham  stated  in  the  course  of  his  judgment 
that  this  made  no  difference.  An  annuity  was  payable  as 
from  tlie  death  of  the  testator ;  and  therefore  the  widow's 
rsprasentative  was  entitled  to  such  a  sum  as  would  have 
purchased  the  annuity  at  the  death  of  the  testator. 

(LJ.  562  ) 


Bankruptcies  and  Insolvencies, 


COURT  OF  APPEAL. 
July  16  and  August  9. 
(Before  Williams,  Rombr,  and  Fletcher 

MOULTON,  L.JJ.) 

Ponstord,  Baker  &  Co.  v.  The  Union  of  London  and 
Smiths  Bank,  Llm. 

Mortgagt — Act  of  Bankruptcy  by  Mortgagor— Knowltdgt  of 
Mortgagn — Rt-dtlivtvy  of  Security — PossibU  BankrupUy 
Proceediiigs—ReldtioH  Back  of  Trustees'  Title— Liability 
of  Mortgagee— Bankruptcy  Act,  1883  {46  &•  47  Vict.  c. 
5a).  *•  49- 

This  was  an  appeal  from  a  decision  of  Buckley,  J.  (noted 
34        L.R.  77). 

Messrs.  Ponsford,  Baker  &  Co.  and  the  ofScial  assignee 
of  the  Stock  Exchange  moved  in  an  action  against  the 
defendant  bank  for  an  order  that  the  bank  should  deliver 
up  certain  securities  held  by  them  on  payment  of  the  amonnt 
due  to  them.  Ponsford,  Baker  &  Co.  were  in  April  1906 
declared  defaulters  on  the  Stock  Exchange.  At  the  time 
they  had  deposited  with  the  bank  certain  securities  as 
security  for  a  loan.  A  t>alance  on  current  account  was  due 
froia  the  tHUik  to  them.    The  plaintiffs  tendered  the  amount 


due  to  the  bank,  and  called  on  them  to  hand  over  the 
securities.  The  bank  declined  to  hand  over  the  securities 
and  transfer  the  balance  on  the  ground  that  they  had  notice 
of  an  act  of  bankruptcy,  and  would  not  be  safe  in  handing 
over  the  pn^rty  till  the  expiration  oi  three  months,  ^nce 
if  bankruptcy  proceedings  were  taken  during  that  period 
the  title  of  the  trustee  would  relate  back. 

Buckley,  J.,  said  that  In  re  Lawford  and  Lawrence  (71  L.J. 
Rep.  K.  B.  786 ;  L.  R.  (1902)  2  K.  B.  445)  was  directly  in 
point,  and  ordered  the  bank  to  hand  over  the  securities  on 

'  payment  of  the  amount  d  je  to  them,  after  giving  credit  for 

'  the  amount  due  from  them. 

The  motion  was  treated  by  consent  as  the  hearing  of  the 
action. 
The  defendants  appealed. 

JUDGUEKT. 

Their  Lordships  allowed  the  appeal,  holding  that  a  person 
who  had  committed  an  act  of  bankruptcy  had  not  the  right 
to  require  a  secured  creditor,  who  had  notice  (A  the  act  of 
bankruptcy,  to  give  up  his  securities  on  payment  of  the 
amount  due.  If  the  assignee  was  prepared  in  the  present 
case  to  pay  the  money  due  on  the  securities  and  to  undertake 
to  hold  them  until  bankruptcy  proceedings  were  taken  or 
the  period  of  three  months  had  expired,  their  Lordships 
were  of  opinion  that  th^  ought  to  make  an  order  empower- 
ing him  so  to  do  If  he  were  not  so  prepared,  their  Lordships 
thought  they  ought  not  to  give  any  immediate  judgment, 
but  ought  to  direct  the  action  to  stand  over  until  it  could  be 
seen  who  was  the  person  entitled  to  redeem. 

Appeal  allowed. 

(L.J.560). 


COURT  OF  APPEAL. 
August  3. 

(Before  Collins,  M.R.,  Moultoh  and  Fakwell.  L.JJ.) 
DavU  V.  Petrie. 

Bankruptcy — Protected  Transaction — Relation  back  of  Trustee's 
Title— Payment  made  to  Trustu  of  Creators'  Deed — 
Election— Bankrupt^  Act,  1883  (46  &•  47  Vict.c.  52), 
sees.  43,  49. 

This  was  an  appeal  by  the  defendant  from  the  judgment 
of  the  Divisional  Court  (the  Lord  Chief  Justice,  Mr. 
Justice  Kennedy,  and  Mr.  Justice  Ridley)  upon  appeal  from 
the  judgment  of  the  Judge  of  the  Brompton  County  Court 
in  favour  of  the  defendant.  The  case  is  reported  in  21 
TAe  Times  L.R.  610;  (1905)  2  K.B.  528.  The  plaintiff,  who 
was  the  trustee  in  the  bankruptcy  of  W.  Watson,  a  builder, 
sued  the  defendant  for  £21  for  work  done  by  the  bankrupt- 
The  defendant  pleaded  payment  by  a  cheque  for  £21,  dated 
June  13  1903,  drawn  in  favour  of  Charles  Afford,  trustee 
and  assignee  under  a  deed  dated  June  5  1903,  executed  by 
Watson,  whereby  he  assigned  all  hisp^operty  to -Afford  on 
trust  for  sale,  conveisioigi^^^^f^sjiSiO'^^E^?™™^ 
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to  the  creditors.  On  June  6  the  trustee  under  the  deed 
gave  notice  of  the  assignment  to  the  defendant  and  claimed 
payment  ot  the  £ai  due  from  her  to  Watson.  The 
defendant  paid  him  the  £21  by  cheque  on  June  la.  A 
petition  in  bankruptcy  having  been  presented  against 
Watson  alleging  the  execution  of  the  deed  of  June  5  as  an 
act  of  bankruptcy,  a  receiving  order  was  made  against  him 
on  August  20  1903,  and  he  was  adjudicated  bankrupt.  ' 
There  was  no  evidence  that  the  £ai  was  paid  over  by  the 
trustee  under  the  deed  to  the  trustee  in  bankruptcy.  The 
trustee  in  bankruptcy  claimed  this  sum  from  the  defendant 
and  brought  an  action  in  the  County  Court  to  recover  it,  , 
upon  the  ground  that  the  payment  to  the  trustee  under  the  < 
deed  was  made  with  full  knowledge  that  the  deed  was  an 
act  of  bankruptcy  and  that,  as  the  receiving  order  nas 
made  within  three  months  of  the  act  of  bankruptcy,  the 
deed  was  void  under  se'.tion  43  of  the  Bankruptcy  Act, 
18S3,  the  payment  was  not  protected,  and  the  defendant 
fiould  not  rely  upon  payment  to  the  trustee  under  the  deed. 
It  appeared  that  the  trustee  under  the  deed  received  about 
j^50o  in  respect  of  the  bankrupt's  estate,  and  paid  away 
various  sums  under  the  deed ;  and  upon  the  request  of  the 
Official  Receiver,  ^ting  as  the  trustee  in  bankruptcy,  for 
an  account  and  payment  of  the  balance  in  his  hands,  the 
trustee  under  the  deed,  on  September  3  1903,  sent  to  the 
Official  Receiver  the  sum  of  £100,  which  the  latter 
received.  The  County  Court  Judge  gave  judgment  for  the 
defendant.  The  Divisional  Court  held  that  the  payment 
to  the  trustee  under  the  deed  was  not  a  protected  transac- 
tion, and  that  the  trustee  in  bankruptcy,  by  taking  the 
j^ioo,  had  not  in  the  circumstances  elected  to  treat  the 
deed  as  a  valid  deed  and  the  trustee  under  the  deed  as  his 
agent.   They  accordingly  gave  judgment  for  the  plaintiff. 

Mr.  Frank  Meltor,  for  the  defendant,  contended  that  the 
trustee  in  bankruptcy  had  two  courses  open  to  him  with 
respect  ti,  the  deed  of  assignment.  He  might  either  treat 
the  trustee  under  the  deed  as  his  agent,  to  collect  the 
debts,  and  call  upon  him  to  account  for  the  monej's 
collected  by  him,  in  which  case  hi  nould  elect  to  treat 
the  deed  as  a  valid  deed,  or  he  Might  treat  the  deed  as 
void  against  him  under  section  43  of  the  Bankruptcy  Act, 
18S3,  and  the  trustee  under  t':c  deed  as  a  trospassei,  and 
claim  damages  for  conversion — that  was  to  say,  he  could 
claim  as  damages  an  account  of  the  value  of  the  property 
converted.  The  conversion  was  all  one  act,  and  the 
trustee  in  bankruptcy  cuuld  not  separate  the  transaction 
into  two  parts  and  elect  to  affirm  the  deed  as  to  part  of 
the  property,  and  to  treat  it  as  void  as  to  the  rest  of  the 
property.  By  accepting  the  j^ioo  the  trustee  in  bank- 
ruptcy had  made  his  election,  and  he  could  not  subse- 
quently  turn  round  and  treat  the  trustee  under  the  deed  ai 
«  trespasser.  He  referred  upon  this  point  to  Ex  parte 
Vaughan  (14  Q.B.D.  35).  In  rt  Ely  (48  W.R.  693),  In  re 


Tiirth  {1899,  1  Q.B.  612),  Smith  v.  Baker  {L.R.  8  CP.  350), 
In  re  Mardon  (i8g6,  i  Q.B.  140).  Secondly,  the  trustee  in 
bankruptcy,  having  taken  £100  under  the  deed,  must  make 
a  proportionate  allowance  to  the  defendant  in  respect  of 
her  debt  of  £n.  That  would  reduce  the  debt  to  a  sum  less 
than  £i.o,  and  would  affect  the  costs  of  the  action. 
Mr.  S.  R.  Earle,  for  the  plaintiff,  was  not  called  upon. 

JUDGMENT. 

The  Court  dismissed  the  appeal. 

I'he  Master  of  the  Rolls  said  that  this  was  an  appeal 
from  the  jud^iment  of  the  Divisional  Court,  who  held 
that  in  the  circumstances  of  the  case  the  defendant  had 
no  defence  to  the  claim.  Watson,  who  was  a  builderj 
being  in  difficulties,  executed  a  deed  of  ass^nment  to  a 
trustee  for  the  benefit  of  his  creditors,  and  Afford  was 
appointed  trustee  under  the  deed.  Debts  were  due  to 
Watson,  including  a  debt  of  £zi  from  the  defendant,  and 
upon  request  the  defendant  paid  this  amount  to  the 
trustee  under  the  deed.  Within  three  months  after  the 
execution  of  the  deed  a  receiving  order  was  made  against 
Watson,  and  he  was  adjudicated  bankrupt,  and  the  trustee 
in  bankruptcy  sued  the  defendant  for  the  £21.  Her  answer 
was  that  she  had  paid  that  sum  to  the  trustee  under  the 
deed.  The  question  was  whether  that  was  a  good  answer 
to  the  claim.  Hie  trustee  in  'bankruptcy  had  received  ;^ioo 
from  the  trustee  under  the  deed — a  sum  which  represented 
about  one-liftb  of  the  total  sum  received  by  him  as  trustee 
under  the  deed.  The  first  point  raised  was  that  the  trustee 
in  bankruptcy,  by  taking  the  £100  from  the  trustee  under 
the  deed,  had  thereby  made  the  latter  his  agent  in  the 
whole  transaction,  and  had  debarred  himself  from  suing 
the  defendant  for  the  debt  which  she  had  already  paid  to 
the  trustee  under  the  deed.  That  point  involved  this — 
that  there  could  be  only  one  election,  and  that,  if  the 
trustee  in  bankruptcy  had  treated  the  trustee  under  the 
deed  as  his  agent  for  one  matter  included  in  the  transac- 
tion, he  would  be  debarred  from  treating  the  trustee  under 
the  deed  as  a  trespasser  in  any  other  matters  in  that  same 
transaction,  and  from  claiming  a  sum  from  a  debtor  to  the 
estate  who  set  up  that  he  had  paid  it  to  the  trustee's  agent 
— namely,  the  trustee  under  the  deed.  In  his  opinion  no 
such  proposition  could  be  maintained  by  a  third  person. 
The  fact  that  the  trustee  under  the  deed  had  received  and 
accounted  to  the  trustee  in  bankruptcy  for  part  of  the 
proceeds  of  the  estate  did  not  alter  the  position  of  the 
trustee  in  bankruptcy  and  his  rights  as  regards  third 
persons.  He  would  take  this  case.  An  action  was  brought 
by  the  trustee  in  bankruptcy  against  a  debtor  to  the  estate, 
and  the  debtor  pleaded  that  the  trustee  in  the  bankruptcy 
had  received  £\o  from  the  trustee  under  the  deed,  part  of 
the  bankrupt's  estate  received  by  him,  and  that  he  (the 
debtor)  had  paid  the  debt  for  which  he  was  being;  sued  to 
the  trustee  under  the  deed^aji|l^|^^^^^ij^^^^tion 
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coald  not  lie.    That  would  be  no  answer  to  the  action, 
unless  it  were  shown  that  the  trustee  in  bankruptcy  had 
received  part  of  the  defendant's  money.   If  it  were  other- 
wise, it  would  carry  the  doctrine  of  election  too  far.  That 
doctrine  applied  as  between  two  persons,  one  of  whom 
had  elected  to  act  upon  one  of  two  alternative  views  of  his 
rights,  and  in  such  a  case  he  could  not  as  against  the  ' 
other  person,  or  any  one  claiming  under  him,  recur  to  the  ' 
inconsistent  alternative  view  of  his  rights.   But  when  deal-  | 
ing  with  a  third  person,  as  in  the  present  case,  who  was 
no  party  to  the  election,  it  was  a  question  of  fact,  aye  or  | 
no,  was  the  trustee  under  the  deed  the  agent  of  the  trustee 
in  bankruptcy,  and  the  mere  fact  that  the  trustee  in  bank-  ' 
ruptcy  had  elected  to  adopt  one  part  of  the  transaction  ; 
by  taking  over  certain  money  collected  and  acquired  by  the  ' 
trustee  under  the  deed  for  the  estate,  and  treating  it  as 
part  of  the  bankrupt's  estate,  did  not  affect  the  right  of  the 
trustee  in  bankruptcy  as  against  third  parties  who  had 
nothing  to  say  to  it.  That  was  not  even  evidence  that  the 
trustee  under  the  deed  was  the  agent  for  the  trustee  in 
bankruptcy,  and  there  was  no  other  evidence  of  agency. 
The  second  point  was  that  the  defendant  was  entitled  to  be 
credited  with  a  proportionate  part  of  the  ;£'ioo  received 
by  the  trustee  in  bankruptcy,  which  would  have  the  effect 
of  reducing  her  debt  to  something  under  £20,  and  which 
would,  therefore,  affect  the  costs  of  the  action.  That 
depended  upon  whether  the  defendant  could  prove — and 
the  onus  was  upon  her — that  the  £100  was  available  in 
reduction  of  her  debt — ^in  other  words,  that  the  trustee  in 
the    bankruptcy    had    received    any    portion    of  the 
defendant's  ^^ai.    There  was  no  evidence  of  that.  The 
appeal,  therefore,  failed,  and  must  be  dismissed. 

Lord  Justice  Moulton  was  of  the  same  opinion.  The 
execution  of  the  deed  of  assignment  was  an  act  of  bank- 
ruptcy, and  if  bankruptcy  proceedings  were  taken  within 
three  months  it  would  be  void  as  against  the  trustee  in 
bankruptcy.  Anybody  who,  under  that  assignment, 
arrogated  to  himself  and  exercised  a  right  to  receive  any 
portion  of  the  estate  as  the  trustee  for  the  creditors  under 
the  deed  did  so  at  his  peril,  and  those  who  recognised 
that  right  also  did  so  at  their  peril,  and  upon  bankruptcy 
supervening  the  trustee  under  the  deed,  as  Mr.  Justice 
Vaughan  Williams  aaid  in  In  rt  liardon  (1896,  i  Q.B.,  at 
p.  144),  became  accountable  as  trustee  dt  son  tori  for  the 
assets  that  had  come  to  bis  hands.  The  trustee  in  bank- 
ruptcy had  a  right  to  require  him  as  a  trustee  dt  son  tort 
to  give  up  the  assets  in  his  hands.  A  payment  to  the 
trustee  under  the  deed  by  a  debtor  to  the  estate  was  a  pay- 
ment to  the  wrong  person,  and  the  trustee  in  bankruptcy 
was  entitled  to  sue  the  debtor  to  recover  the  debt.  But 
if  the  person  who  was  sued  could  show  that  the  trustee  in 
bankruptcy  had  in  fact  been  paid  the  debt  in  whole  or  in 
-^art  in  consequence  of  proceedings  taken  under  the  deed. 


that  would  be  pro  tanto  a  defence  to  the  action.  He  would 
take  the  case  of  a  carriage  which  was  in  the  hands  of  a 
bailee  from  the  bankrupt,  and  delivery  of  which  the 
trustee  under  the  deed  demanded  from  the  bailee.  If  the 
carriage  then  passed  into  the  hands  of  the  trustee  under 
the  deed  and  remained  in  his  hands,  and  he  was  willing 
to  hand  it  over,  it  would  be  most  inequitable  that  there 
should  be  no  defence  if  the  trustee  in  bankruptcy  claimed 
the  carriage  from  the  bailee.  So,  too,  in  the  case  of  money, 
if  it  could  be  traced,  which  was  not  an  easy  matter,  he 
did  not  say  that  the  principle  of  proportionate  abatement 
might  not  be  had  recourse  to.  But  in  the  present  case 
there  was  no  evidence  that  in  receiving  the  £too  from  the 
trustee  under  the  deed  the  trustee  in  bankruptcy  received 
any  portion  of  the  £ai  paid  by  the  defendant  to  the 
former.  The  onus  was  upon  the  defendant  to  show  that, 
and  there  was  no  evidence  of  it.  There  was,  in  his 
opinion,  no  defence  whatever  to  the  action. 

Lord  Justice  I'arwell  was  of  the  same  opinion.  When 
it  was  once  realised  that  the- principles  of  equity  applied 
the  case  became  clear.  The  trustee  under  the  deed  knew 
of  the  act  of  bankruptcy.  Upon  bankruptcy  supervening 
he  became  a  trustee  de  son  tort,  and  the  trustee  in  bank- 
ruptcy could  call  upon  him  to  account  for  the  estate  of  the 
bankrupt,  and  to  hand  over  to  him  any  moneys  belonging 
to  that  estate  in  his  hands.  To  say  that  if  the  trustee  in 
bankruptcy  did  that  it  was  an  election  by  him  to  recognise 
the  deed  and  to  treat  the  trustee  under  the  deed  as  his 
agent  to  collect  the  debts,  so  that  third  parties  could  take 
advantage  of  it  and  set  it  up  as  an  answer  to  a  claim  by 
the  trustee  in  bankruptcy  to  recover  the  debts  as  against 
them,  was  quite  wrong.  If  he  (the  I>ord  Justice)  had  to 
decide  the  point,  he  vrould  wish  to  hear  further  argument 
upon  the  question  whether  the  trustee  in  bankruptcy 
could  under  section  56  of  the  Bankruptcy  Act,  1S83, 
without  the  permission  of  the  committee  of  inspection, 
make  such  an  election,  or  whether  the  case  did  not  come 
within  section  57,  which  made  the  permission  of  the  com- 
mittee of  inspection  a  condition  precedent  to  the  power  of 
the  trustee  to  act  in  the  matter.  It  was  unnecessary  to 
consider  that  question.  Here  the  trustee  in  bankruptcy 
had  called  upon  the  trustee  under  the  deed  to  hand  over 
the  estate  of  the  bankrupt  in  his  hands.  That  only  gave  a 
debtor  to  the  estate  a  right  to  say  that  among  the  money 
so  banded  over  to  the  trustee  in  bankruptcy  was  the  money 
which  he  had  paid  to  the  trustee  under  the  deed  in 
respect  of  his  debt.  In  re  HailtU's  Estatt  (13  Cb.D.  696) 
showed  that  money  could,  in  some  circumstances,  be 
traced,  and  in  considering  whether  any  part  of  the  money 
handed  over  was  made  up  of  the  money  paid  by  the  debtor 
to  the  trustee  under  the  deed  the  rule  in  Clayton's  case 
(i  Mer.  573},  as  modified  by  In  re  S^rry ;  Zj>adon  and 
CPHBty  Banking  Cc.  v.  ^f^e(?Sy4i£>@gTOW  be 
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■applied.  There  was  no  attempt  to  do  anything  of  kind 
here.  The  defendant  paid  the  £21  to  the  trustee  under 
the  deed  on  June  13  1903,  and  the  trustee  under  the  deed 
collected  over  ^^500  of  the  estate  of  the  bankrupt.  It  was 
not  until  September  3  that  the  trustee  under  the  deed 
handed  over  the  £100  to  the  trustee  in  bankruptcy.  Ko 
attempt  was  made  to  trace  the  £21  or  any  part  thereof  into 
that  £too,  and  in  the  circumstances  it  would  be  exceed- 
ingly  difficult,  if  not  almost  impossible,  to  do  so.  The 
result  was  that  the  appeal  entirely  failed.  Kothing  that 
they  had  said  in  any  way  touched  what  was  decided  in 
Ex  parte  Vaugian,  which  showed  that  the  trustee  in  bank- 
luptcy  could  not  take  advantage  of  the  efforts  of  the 
trustee  de  son  tort  without  compensating  him  for  His 
expense  and  trouble  in  the  matter. 

(aa  Timet  Law  Hearts,  771.) 


been  paid)  to  £50,000  in  10,000  shares  of  £i  each,  the 
reduction  to  be  effected  by  extinguishing  £^  of  tbe  £y 
liability  on  each  of  the  shares.  The  evidence  adduced 
showed  that  the  company,  which  carries  on  business  at 
Shaw,  near  Oldham,  has  been  a  successful  one,  the  reason 
for  the  proposed  reduction  being  that  whereas  it  was 
originally  intended  to  establish  two  mills,  one  has  been 
found  ample  for  the  requirements  of  the  company,  in  view 
of  the  increase  in  tbe  number  of  mills  in  the  district.  Alt 
the  creditors  of  tbe  company  had  assented  to  the  proposal. 

JDDOUKKT. 

Mr.  Justice  Swinfen-Eady  made  the  order  aa  prayed— the 
use  of  the  additional  word  "  reduced  "  being  limited  to  one 
montb. 

{Times.) 


Company  Law, 

CHANCERY  DIVISION. 

July  21. 
(Before  Swinfbn-Eadv,  J.) 
In  re  The  CompanieA  Acts,  186a  to  1900,  and  in  re 
The  Educational  and  Commercial  Poblishins 
Company*  Um. 
Company— WindiHg-up^Name  •/  Company  oriirti  to  be 

restored  to  Register. 
Tbe  name  of  the  above  company,  the  registered  office  of 
-which  is  at  49  Deansgate,  Manchester,  was  struck  off  the 
Register  of  Joint  Stock  Companies  in  England  in  February 
last,  under  section  7  of  the  Companies  Act,  1880,  as  not 
carrying  on  business,  the  company  having  taken  no  notice 
of  the  inquiries  and  notices  which  tbe  Registrar  had  zcaptc- 
lively  addressed  to  them  and  puUished  in  the  London  Gantte 
as  reqaired  by  the  section.  On  the  petition  of  a  creditor, 
who  in  March  obtained  a  winding-up  order  in  the  Lancashire 
County  Court,  the  name  of  the  company  was  now  ordered 
to  be  restored  to  the  raster  and  the  order  of  the  County 
Court  for  winding  up  continued. 

{Times.) 


CHANCERY  DIVISION. 

July  21. 
(Before  Swinpen-Eady,  J.) 
In  re  The  Beal  Spinning  Company  (United  and 
Reduced),  and  in  re  The  Companies  Acts,  1867 
and  1877. 
Company— Application  for  Rtdnetion  of  Capita. 
This  was  a  petition  to  reduce  the  capital  of  the  company 
from  ;f  100,000  in  :o,ooo  shares  of  £10  each  (all  of  which 
have  been  issued,  and  on  each  of  which  the  sum  of  £i  has 


CHANCERY  DIVISION. 
August  10. 
(Before  Buckley,  J.) 
In  rt  Cardiff  Workmen's  Cottage  Company,  LIm. 

Company— Ddientures — Rtgistration — Extension  of  Tim — 
Conditions  as  to  Unsecured  Creditors  —  "Just  and 
EqmtabU"— Companies  Act,  igoo  (63  £•64  Vict.  c.  48), 
s.  15. 

In  this  case  an  application  was  made  on  August  3  by 
'  the  company,  under  section  15  of  the  Companies  Act,  1900, 
for  an  extension  of  time  to  register  certain  debentures  of 
the  company  issued  in  February  1905,  and  which  had  not 
been  registered  owing  to  inadvertence.  There  was  evidence 
that  the  company  was  in  a  sound  financial  condition  and 
that  no  creditor  was  suing  or  threatening  to  sue  the  com- 
pany. In  consequence  of  the  recent  decision  of  the  Court 
of  Appeal  in  In  re  Ehrmann  Brothers,  Lim.  (35  Aect.  L.R. 
29;  (1906)  W.N.  169)  there  was  considerable  discussion  as 
to  whether  and  how  conditions  ought  to  be  imposed  for 
the  protection  of  unsecured  creditors. 

JUDGMENT. 

Mr.  Justice  Buckley  reserved  judgment,  which  he 
delivered  as  follows : — This  is  an  application  under  sec> 
tion  15  of  the  Companies  Act,  1900,  to  extend  the  time  for 
registration  of  certain  debentures.  The  recent  decision  of 
the  Court  of  Appeal  in  In  re  Ehrmann  Brothers, 
Lim.  {supra),  renders  it  necessary  to  determine  a 
point  which  is   new  as   matter  of  decision,  although 

1  am  not  without  assistance  by  way  of  dictum.  In 
In  re  Joplin  Brewery  Company  (1902,  i  Ch.  79)  I  thought 
it  right  that  orders  under  this  section  should  contain  words 
expressing  the  order  to  be  without  prejudice  to  the  rights 
of  parties  acquired  prior  to  the  time  when  the  debentures 
are  actually  registered.   In  In  re  Johnson  ^  Co.,  Lim.  (1902 

2  Ch.  loi),  the  Court  of  Appeal  had  to  consider  and  deter- 
mine what  words  of  qualification  it  wa^^iK^uary  to  add 
for  the  purpose  of  giving^SiiwI'^  tcl'  contraciuftD  rig^ 
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contained  in  debentures  which,  under  the  terms  of  issue, 
were  all  to  rank  pari  passu.  They  adopted  the  words  "rights 
acquired,"  which  I  had  used  in  In  re  Joplin  Brewery 
Comfany,  and  qualified  them  by  words  so  expressed  as  to 
give  effect  to  the  contractual  right  in  the  debentures  to 
rank  fari  passu  inter  se.  In  In  re  Ehrmann  Brothers,  Lim., 
the  question  for  decision  was  what  were  the  "rights  " 
which  under  that  form  of  words  were  protected  and  pre- 
served. It  was  held  that  they  were  only  rights  acquired 
against  property ;  that  the  words  did  not  protect 
unsecured  creditors  who  had  obtained  no  charge  upon 
property.  In  In  re  Johnson  Co.,  Lim.,  the  Master  of  the 
Rolls  had  said  (at  p.  loS)  that  "it  is  not  necessary  for  us 
"  in  this  case  to  decide  whether  any  creditor  who  had  not 
"actually  issued  execution  is  a  creditor  who  ought  to  be 
"protected  and  who  ought  to  displace  the  rights  of  those 
"who  were  not  registered  until  after  his  debt  had  accrued." 
And,  later,  near  the  bottom  of  p.  ro9,  that  "  it  is  not  neces- 
"sary  for  the  Court  to  decide  any  point  about  creditors,  ' 
"  whether  execution  creditors  or  others."  The  Court,  there-  \ 
fore,  left  open  for  future  decision  the  question  whether  . 
unsecured  creditors  ought  to  be  protected.  I  have  now  to 
decide  that  point.  In  In  re  Ehrmann  Brothers,  Lim.,  the  ^ 
question  argued  and  decided  vras  not  what  were  the  proper  | 
terms  to  impose,  but  what  was  the  legal  effect  of  the  terms  | 
which  had  been  imposed.  The  Court  there  decided  that 
the  words  in  Zn  re  Joplin  Brewery  Company  and  in 
In  re  Johnson  &•  Co.,  Lim.,  do  not  protect  unsecured 
creditors.  In  these  circumstances  I  have  to  consider 
whether  fliey  ought  to  be  protected — whether  I  ought  to 
insert  words  such  as  the  following :  — "  Provided  always 
"that  the  security  conferred  by  the  debentures  for  whose 
"  registration  the  time  is  extended  shall  not,  as  against  any 
"creditor  of  the  company  who  shall  have  become  a  creditor 
"after  the  date  when  those  debentures  ought  to  have  been 
"registered,  and  before  the  time  when  they  shall  be 
"  actually  registered,  be  of  any  greater  validity  than  if  this 
"order  had  not  been  made."  Neither  in  Crew  v. 
Cummingt  (ai  Q.B.D.  420),  nor  in  In  rt  Johnson  &'  Co.  Lim,, 
nor  in  In  re  Ehrmann  Brothers,  Lim.,  did  this  question  arise 
for  decision.  By  way  of  dictum,  however,  I  think  there 
are  indications  that  serve  as  some  guide.  Looking  at  the 
matter  upon  principle,  I  have  to  see,  in  the  language  of 
section  15,  what  terms  and  conditions  seem  to  me  "just  and 
expedient "  as  terms  to  be  imposed  in  an  order  extending 
the  time  for  registration.  The  debentures  in  the  present 
case  were  issued  in  February  1905.  Let  me  asstime  that 
persona  became  creditors  of  the  company  subsequent  to 
that  date  whose  debts  are  still  unpaid.  If  before  giving 
credit  they  had  looked  at  the  register  kept  under  section  14, 
they  would  not  have  found  these  debentures  there.  They 
may  have  given  credit  on  the  faith  that  they  did  not  exist. 
At  the  present  mo*nent  the  holders  of  these  unregistered 


debentures  have  as  against  these  creditors  no  security.  The 
statute  makes  the  security  void  as  against  them.  The  pur* 
pose  of  the  Act  of  Parliament  in  requiring  within  twenty- 
one  days  registration  of  securities  on  the  company's  pro- 
perty is  to  ensure  the  means  of  notice  to  those  who  con- 
template giving  credit  to  the  company.  These  creditors  of 
date  subsequent  to  February  1905  are  entitled  to  say  that 
they  gave  credit  upon  the  footing  that  these  debentures  did 
not  exist,  inasmuch  as  they  were  not  r^stered,  that  the 
statute  makes  the  debentures  void  as  against  them,  and,  if 
they  were  here  (which  unfortunately  they  are  not),  they 
might  argue  that  justice  requires  that  the  status  ^0  should, 
so  far  as  they  are  concerned,  be  maintained.  Upon  the 
first  consideration  of  the  matter  this  might  seem  right,  bat 
the  answer  to  it,  I  think,  is  as  follows  :  — If  the  company 
now  cancelled  these  unregistered  debentures  they  could 
issue  to  their  late  holders  new  debentures  and  register  them 
within  twenty-one  days,  and  those  debentures  would  be 
valid  subject  to  attack  (if  atuck  could  successfully  be 
made  upon  them]  upon  the  ground  of  fraudulent  prefer- 
ence. The  person  who  is  at  any  moment  the  unsecured 
creditor  of  the  company  is  always  exposed  to  the  danger 
that  the  company  may  execute  in  favour  of  other  creditors 
encumbrances  upon  its  property,  and  unless  he  can  attack 
those  securities  on  the  ground  of  fraudulent  preference, 
they  prevail  as  against  him.  So  long  as  the  company  is  a 
going  concern  the  creditor  who  has  obtained  no  charge 
upon  property  necessarily  runs  the  risk  of  dispositions 
made  by  the  company  by  sale,  mortg^e,  or  otherwise. 
I  am  conscious  that  this  view  renders  the  section  of  the 
Act  of  1900  which  requires  registration  of  encumbrances 
of  much  less  value.  I  incline  to  the  opinion  that  when  a 
case  of  sufficient  magnitude  arises  it  may  be  well  to  give 
notice  to  some  of  the  unsecured  creditors  of  substantial 
amount  so  as  to  give  them  an  opportunity  of  being  beard, 
if  they  so  desire,  upon  the  question  of  what  is  "just  and 
expedient  "  in  their  interest.  I  can  anticipate  a  contention 
that  it  might  be  just  (say)  to  require  the  order  to  be  adver- 
tised and  its  operations  suspended  for  a  certain  time  io 
order  to  enable  unsectired  creditors  to  come  in  and  ask  for 
payment  or  security  before  validity  is  given  to  the  void 
debentures,  or  to  ask  for  terms  similar  to  those  found  in 
section  t,  subsection  3  {b),  of  the  Companies  (Memorandani 
of  Association)  Act,  1890.  And  I  can  foresee  a  possible 
answer  to  that  contention.  Looking  at  the  affidavit  in  the 
present  case.  I  do  not  think  it  necessary  to  take  that  course 
in  the  present  instance.  In  the  circumstances  of  this  case. 
I  think  I  may,  without  inserting  for  the  protection  of  the 
unsecured  creditors  any  words  such  as  above  suggested, 
make  the  order  upon  the  terras  imposed  in  In  re  Johnson 
&•  Co.,  Lim,,  notwithstanding  the  fact  that  it  has  been 
decided  that  that  form  of  order  does  not  protect  the 
unsecured  creditors.   I  make  the  ord^  accordinjgly. 
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Miscellaneous, 

JUDICIAL  COMMITTEE  OF  THE  PRIVY  COUNCIL. 

July  27. 

(Before  the  Earl  of  Halsbury,  Lord  Macnaghten.  Sir 

AsTHUB  WiLSOK.  and  Sir  Alfred  Wills.) 

The  Colonial  Bank  of  Australasia,  Um.  v. 
Marshall  and  another. 

Banker — Ckequc—NegligtHCt  o/Dratntr — Leaving  Spau  bejore 
Amount — Fraudultnt  Alteration — Estoppel. 

This  was  an  appeal  from  a  judgment  of  the  High  Court 
of  Australia  (reported  ia  i  Com.  L.R.  632),  reversing  a 
decision  of  the  Supreme  Court  of  Victoria  and  a  judgment 
of  Chief  Justice  Madden  (repoited  in  29  V.L.R.  804). 

JUDGMENT. 

Sir  Arthur  Wilson>  in  delivering  the  judgment  of  the 
Board,  said  that  the  two  respondents,  Marshall  and  Day, 
and  one  Myers,  were  executors  of  Ann  Myers.  As  such 
they  opened  an  account  with  the  appellant  company  in 
Melbourne  on  March  24  1900,  when  they  paid  in 
£1,596  153.  3d.  Against  that  account  cheques  were  from 
time  to  time  drawn,  signed  hy  the  three  executors.  On 
May  25,  before  any  of  such  cheques  were  drawn,  the 
three  executors  addressed  a  letter  to  the  bank,  requesting 
it  to  pay  cheques  signed  by  the  three  and  sent  specimens 
of  their  signatures.  Myers,  who  alone  resided  at  Mel- 
bourne, drew  each  of  tiie  cheques,  sent  it  for  signature  to 
Marshall,  who  signed  first,  then  to  Day,  who  signed 
second,  and  finally  added  his  own  signature.  The  present 
controversy  related  to  five  cheques,  which,  as  originally 
drawn  by  Myers,  and  8i{;ned  by  Marshall  and  Day,  were 
for  £to,  £2  65.  4d.,  j£so,  £10,  and  £10.  But  each  of  those 
cheques  was  so  written  out  as  to  leave  a  space  between 
the  left-hand  margin  and  the  statement  of  the  amount  of 
the  cheque,  both  as  given  in  words  and  as  given  in  figures, 
and  in  that  condition  it  was  signed  by  Marshall  and  Day. 
Myers,  by  acts  amounting  to  simple  forgery,  added  words 
and  figures  to  the  left  of  those  originally  written  in  the 
cheques,  so  turning  them  apparently  into  cheques  for  to, 
£32  6a.  4d.,  ;^r5o,  £tio,  and  ;^rio.  The  cheques  in  their 
altered  forms  were  presented  to  and  paid  by  the  bank. 
And  it  had  been  found  (and  their  Lordships  accepted  the 
finding)  that  the  bank  could  not,  by  the  exercise  of 
ordinary  care  and  caution,  have  avoided  paying  the 
cheques  as  altered.  When  the  forgeries  came  to  light,  the 
bank  claimed  to  debit  the  executors'  account  with  the 
amounts  of  the  cheques  as  paid  by  it  in  their  altered  form  ; 
whilst  the  respondents  contended  that  the  debit  should 
only  be  of  the  original  amounts  of  the  chequets.  The 
aggregate  of  the  difierences  was  £^30.   The  suit  was  then 


brought  in  the  Supreme  Court  by  the  respondents  against 
the  bank.  The  defence  raised  the  whole  question  now 
material  in  a  paragraph  which  said : — "If  the  said 
"cheques  or  any  of  them  were  fraudulently  altered  and 
"increased  in  amount,  such  cheques  were,  and  each  of 
"them  was,  drawn  by  the  plaintiffs  and  the  defendant 
"Myers  without  reasonable  care  or  precaution,  and  in  a 
"  manner  and  form  so  negligent  that  they  enabled  and  per- 
"mitted  the  alterations  and  erasures,  if  any."  And  it  was 
contended  that  the  plaintiffs  were  'estopped  from  alleging 
"that  the  cheques  so  altered  and  increased  in  amount  were 
"  not  their  cheques  or  drawn  by  them  or  with  their  autho- 
"  rity  and  from  alleging  that  the  cheques,  or  any  of  tbem, 
"were,  in  fact,  fraudulently  altered  and  increased  in 
"amount."  The  case  was  tried  before  Chief  Justice 
Madden  and  a  jury.  The  Chief  Justice  left  to  the  jury 
the  question,  "Were  the  cheques,  or  any  of  them,  drawn 
"by  the  plaintiffs  negligently,  having  regard  to  what  I 
"have  told  you?"  And  he  proceeded  to  say,  "If  a 
'customer  of  a  bank  is  drawii^  a  cheque  upon  that  bank, 
"  it  appears,  according  to  our  law  (as  I  think  it  still  exists), 
"  that  the  customer  is  bound  to  avoid  such  negligence  in 
"drawing  out  his  cheque  as  will  unreasonably  expose  the 
"banker  to  the  risk  of  having  to  pay  more  than  the  proper 
"amount  of  the  dieque  which  was  drawn  out  by  snch 
"customer."  The  Chief  Justice  afterwards  expressed  his 
view  a  little  more  fully  by  saying,  "  If  you  draw  a  cheque 
"in  a  manner  which  a  jury  thinks  is  so  negligent  that  it 
"induced  or  caused  opportunity  to  a  person  who  dances 
"to  be  desirous  of  committing  a  foxgeiy  to  effect  that 
"forgery,  so  that  the  banker  is  exposed  to  the  paying  of  a 
"  larger  smn  than  you — ^the  customer — intended  when  you 
"signed  the  cheque,  then  the  law  is  that  if  a  jury  is  of 
"opinion  that  such  action  of  the  customer  amounts  to 
'negligence,  and  negl^:ence  of  such  a  kind  as,  in  the 
"opinion  of  the  jury,  ought  to  preclude  him  from  com- 
"plaining  of  the  fact  that  the  banker  paid  the  altered 
"cheque,  then  the  customer  cannot  complain  against  the 
"bank."  The  jury  answered  the  question  in  the  affirmative 
and  found  a  verdict  for  the  bank.  The  full  Court,  on 
appeal,  approved  the  ruling  of  the  Chief  Justice  and 
affirmed  the  judgment.  The  High  Court  of  Australia 
reversed  that  decision,  holding  that  the  Chief  Justice's 
ruling  was  not  in  accordance  with  law  and  that  there  was 
no  evidence  of  negligence  proper  to  be  left  to  the  jury. 
Against  that  decision  of  the  High  Court  the  present 
appeal  was  brought.  In  the  course  of  the  argument  before 
their  lordships,  as  well  as  in  the  Courts  in  Australia, 
much  was  said  about  the  case  of  Young  v.  Grote  (4  Bing. 
253).  That  case,  however,  vras  critically  examined  in  the 
House  of  Lords  in  Seholfield  v.  Earl  of  Londesborough 
(1S96,  A.C.  514),  and  the  latter  had  now  become  tho 
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principles  laid  down  in  it  extended.  Id  order  to  appreciate 
the  effect  of  that  decision,  it  is  necessary  to  notice  the 
history  of  the  case  and  the  manner  in  which  it  came  before 
the  House  of  Lords.  The  suit  was  by  a  bolder  for  value  of  a 
bill  of  exchange  against  the  acceptor,  in  which  the  plaintiff 
sought  to  make  the  defendant  liable  for  the  full  apparent 
amount  of  a  bill  accepted  by  him,  and  subsequently 
increased  in  apparent  amount  by  a  forger  on  the  ground 
that  the  bill,  as  accepted  by  the  defendant,  was  drawn  in 
a  manner  so  negligent  as  to  have  facilitated  the  forgery 
subsequently  committed.  The  case  was  tried  before  Mr. 
Justice  Charles,  without  a  jury  (1894,  3  Q.B.  660),  and  the 
learned  Judge  had  to  deal,  and  dealt,  with  two  principal 
propositions  essential  to  the  plaintiff's  success.  The  first 
was  that  the  law  merchant  imposed  upon  every  one  who 
accepted  a  bill  of  exchange  with  a  view  to  its  circulation 
the  duty  of  taking  reasonable  precautions  in  order  to 
prevent  the  possibility  of  its  amount  being  fraudulently 
increased.  That  proposition  the  Judge  accepted.  The 
second  proposition  was  that,  on  the  facts,  the  acceptor  of 
the  bill  had  been  guilty  of  such  negligence  as  to  bring  him 
within  the  operation  of  the  first  proposition.  That  proposi- 
tion was  rejected  by  the  Judge,  who  dismissed  the  suit. 
There  was  no  suggested  ground  of  negligence  in  the  present 
case  which  was  not  present  in  Sckol field  v.  Earl  of 
Londesborottgh.  In  the  Court  of  Appeal  (1895,  i  Q.B.  536), 
the  Master  of  the  Rolls  and  Lord  Justice  Rigby  rejected 
both  propositions,  holding  not  only  that  no  such  duty  as 
alleged  lay  upon  the  acceptor  of  a  bill,  but  also  that, 
assuming  the  existence  of  such  a  duty,  it  had  not  been 
violated.  Lord  Justice  Lopes  accepted  both  propositions 
as  correct,  and  thought  the  plaintiff  ought  to  succeed. 
The  first  proposition  was  expressly  negatived  by  the  House 
uf  Lords,  but  so  far  the  decision  did  not  directly  affect 
the  present  case,  for  the  contractual  relation  existing 
between  a  banker  and  his  customer  differentiated  their 
case  from  that  of  the  acceptor  and  the  holder  of  a  bill,  and 
that  was  pointed  out  by  several  of  their  Jx>rdships.  It  was 
recognised  that  there  was  or  might  be  a  duty  on  the  part 
of  the  drawer  of  a  cheque  towards  his  banker  which  did 
not  exist  on  the  part  of  the  acceptor  of  a  bill  towards  the 
holder.  It  was  lecc^nised  that  "if  the  customer  by  any 
"  act  of  his  has  induced  the  banker  to  act  upon  the  docu- 
"ment  by  his  act,  or  neglect  of  some  act  usual  in  the 
''course  of  dealing  between  them,  it  is  quite  intelligible 
"  that  he  should  not  be  permitted  to  set  up  his  own  act  or 
"  neglect  to  the  prejudice  of  the  banker  whom  he  has  thus 
"misled,  or  by  neglect  permitted  to  be  misled"  (Per  Lord 


Halsbury,  LTC,  in  (1896)  A.C.,  at  p.  523).  No  attempt 
was  made  to  define  the  extent  of  such  obligation ;  it  was 
unnecessary  to  do  so  in  that  case,  nor  did  their  Lordships 
propose  now  to  attempt  any  abstract  definition  of  such 
duty.  Indeed,  it  would  be  impossible  to  do  so,  seeing  that 
the  extent  of  the  duty  might  depend  upon  an  agreed  or 
established  course  of  dealing  between  the  parties.  But 
the  duty  which,  according  to  the  ruling  of  the  Chief 
Justice,  subsisted  between  customer  and  banker  was  sub- 
stantially the  same  as  that  contended  for  in  Schol field  v. 
Earl  of  Londesborough  as  existing  between  the  acceptor 
and  the  holder  of  a  bill.  And  the  House  of  Lords  had 
before  them  the  question  whether  the  Court  of  Appeal  was 
right  in  rulii^  that  the  facts  found  in  that  case  {which 
included  everything  existing  in  the  present)  did  not  amount 
to  a  breach  of  the  obligation,  supposing  that  obligation  to 
exist.  Not  one  of  the  members  of  their  Lordships'  House 
appealed  to  have  expressed  the  slightest  disapproval  of 
that  ruling,  and  most  of  their  Lordsfatps  distinctly 
approved  of  it.  The  Lord  Chancellor  expressed  his  con- 
currence in  the  opinion  of  Lord  Justice  Lindley  in 
Adelpki  Bank  v.  Edwards  (not  reported],  "that  it  was 
"wrong  to  contend  that  it  is  negligence  to  sign  a  n^otiablc 
"  instrument  so  that  somebody  else  can  tamper  with  it ; 
"and  the  wider  proposition  of  Chief  Justice  Bovill,  in  a 
"former  case,  Sociiti  Ginerale  v.  Metropolitan  Bank  (37 
**L.T.  849,  at  p.  S56),  that  people  are  not  supposed  tu 
"commit  forgery,  and  that  the  protection  against  forgery 
"is  not  the  vigilance  of  parties  excluding  the  possibility 
"of  committing  forgery,  but  the  law  of  the  land."  Lord 
Watson  approved  the  same  rulings.  Lord  Macoagbten 
expressed  the  same  opinion,  and  Lord  Davey  concurred 
in  the  judgment  of  Lord  Watson.  The  principles  there 
laid  down  appear  to  their  Lordships  to  warrant  the  pro- 
position that,  whatever  the  duty  of  a  customer  towards 
his  banker  may  be  with  reference  to  the  drawing  of 
cheques,  the  mere  fact  that  the  cheque  is  drawn  with 
spaces  such  that  a  forger  could  utilise  them  for  the  pur- 
pose of  forgery  is  not  by  itself  any  violation  of  that  obliga- 
tion. Their  Lordships  therefore  agreed  with  the  High 
Court  of  Australia  in  holding  that  there  was  no  evidence 
proper  to  be  left  to  the  jury  of  negligence  on  the  part  of 
the  respondents.  They  would  humbly  advise  his  Majesty 
that  this  appeal  should  be  dismissed.  The  appellants 
would  pay  the  respondents'  costs  of  and  incidental  to  the 
appeal  as  between  solicitor  and  client. 

(32  Timts  Law  Reports,  746.) 
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Company  Law. 

KING'S  BENCH  DIVISION. 
August  3. 
(Before  Walton,  J.) 
Calrney  v.  Back. 

Company  — Dthtntnr»  —  FUMHt^  Security  —  Garnishte  Order 
Absolutt—RMiver— Priority — Secretary  of  Company— 
Salary— Priority —  "  CUrk  or  Servant  "  —  PrtfercHtial 
Payments  i»  Bankrvpt^  Acts,  1888  (31  32  Vict.  c.  62}, 
J.  I,  snbsec.  I  [b);  and  1897  (60  S-  61  Via.  e.  ig), 
sees.  2,  3. 

Tbis  was  the  trial  of  an  interpleader  issue  to  determine 
whether  the  sum  of  ;^98  3s.  4d.  (part  of  a  sum  of 
166  5a.  3d.  in  Court)  was  the  property  of  the  plaintiff. 
Mr.  Douglas  Cairuey,  uuder  and  by  virtue  of  a  debenture 
granted  by  the  Consolidated  Mines,  Lim.,  in  his  favotir,  or 
whether  it  was  payable  to  the  defendant,  Mr.  Alfred  Back, 
in  respect  of  certain  garnishee  proceedings  instituted  by 
him.   A  further  point  to  be  determined  was  witether  the 
defendant  was  entitled  to  a  preferential  claim  on  the 
£gS  3s.  4d.  for  salary  as  secretary  of  the  Consolidated 
Mines,  Lim.  The  following  were  the  facts  as  found  by  the 
Judge: — The  debenture  held  by  the  plaintiff  was  dated 
January  27  1906,  and  created  a  charge  by  way  of  floating 
security  over  all  the  property  for  the  time  being  of  the 
company.   The  defendant  was  appointed  secretary  of  the 
Consolidated  Mines,  Lim.,  in  April  1905,  and  he  was  sec* 
retary  in  January  1906,  when  the  debenture  was  granted 
by  the  company  to  the  plaintiff,  and  he,  in  fact,  signed  it 
as  secretary.   He  was  also  regii>-trar  of,  and  gave  most  of 
his  time  to,  another  company  called  the  llontana  Com- 
pany, Lim.    On  June  15  1906  the  defendant  obtained  judg- 
ment against  the  Consolidated  Mines,  Lim.,  for  jQgb  is.  4d., 
the  amount  due  to  him  as  salary,  which  amount  with 
certain  costs  made  up  the  ^^98  3s.  4d.  On  the  same  day  he 
obtained  and  served  a  garnishee  order  niti  upon  the  Com* 
mercial  Bank  of  Scotland,  with  whom  the  Consolidated 
Mines,  Lim.,  had  an  account,  which  was  in  credit.  The 
garnishee  order  nisi  having  been  obtained  on  June  15  igo6 
noHoe  of  it  was  given  to  the  plaintiff  on  June  18,  and  the 
order  was  made  absolute  on  June  25.  On  June  29  a  receiver 
was  appointed  of  the  assets  of  the  Consolidated  Mines, 
Lim.,  on  behalf  of  the  plaintiff,  the  debenture-holder.  The 
amount  in  the  bank     166  5E.  3d.)  being  claimed  by  both 
the  plaintiff  and  defendant  the  bank  brought  the  money 
into  Court,  and  this  issue  was  tried. 


Mr.  J.  D.  Crawford  and  Mr.  S.  O.  Henn  Collins,  for  the 
plaintiff,  submitted  that  the  cases  of  In  re  Combined  Weigh- 
ing  and  Advertising  Machine  Co.  (6  The  Times  L,R.  7;  43 
Ch.D.  99)  and  Norton  v.  Yatet  (1906,  i  K.B.  xia)  estabUdted 
this,  that  the  garnishee  order  had  no  effect  in  transferring 
the  debt  garnished  to  the  garnishor ;  the  debt  still  remained 
due,  and  the  gamier  could  only  take  subject  to  the  rights 
existing  at  the  time  the  garnishee  proceedings  were  insti- 
tuted. In  this  case  the  debenture  was  anterior  in  date  to 
the  garnishee  proceedings,  and  therefore  the  plaintiff's 
claim  took  priority  over  that  of  the  defendant.  As  to  the 
other  point,  that  the  defendant  had  priori^  in  respect  of 
at  least  four  months'  salary,  counsel  submitted  that  a  sec* 
retaiy  of  a  public  company  was  iu>t  a  "clerk  or  servant " 
within  the  Preferential  Payments  in  Bankruptcy  Acts,  t888, 
section  i,  subsection  i  (^),  and  1897,  section  a.  Moreover, 
for  a  person  to  come  within  those  Acts  he  must  be  in  the 
exclusire  employment  of  the  bankrupt  or  company,  and  as 
in  this  case  it  appeared  from  the  evidence  that  practically 
the  whole  of  the  defendant's  time  was  devoted  to  flie  Mon* 
tana  Company  his  claim  conld  not  be  supported. 

Mr.  Maurice  Hill,  for  the  defendant,  contended  that  the 
debenture  did  not  become  effective  until  the  receiver  was 
appointed,  and  as  that  was  subsequent  to  the  making  of 
the  garnishee  order  absolute  the  plaintiff's  claim  was  post* 
poned  to  that  of  the  defendant— J?eif0n  v.  Smith  (ri  The 
Times  L.R.  351  j  (1895)  a  Ch.  118).  On  the  other  point  he 
submitted  that  a  secretary  of  a  company  was  a  "  clerk  or 
servant,"  and  that  it  was  not  necessary  that  he  should  be 
in  the  exclusive  employment  of  the  particular  bankrupt  or 
company  in  whose  bankruptcy  or  winding-up  the  claim  was 
made. 

Mr.  Uenn  Collins  replied. 

JUDGMENT. 

Mr.  Justice  Walton,  after  stating  the  facts  set  out  above, 
said  that  the  question  which  he  had  to  decide  was  what 
were  the  rights  of  the  parties  under  the  circumstances  men- 
tiiMicd.  On  behalf  of  the  defendant  it  was  said  that  he  got 
a  perfectly  good  security  as  against  the  debenture-holder 
by  virtue,  at  any  rate,  of  the  order  absolute  on  June  35. 
It  was  necessary  to  recall  what  the  garnishee  order  absolute 
really  was.  It  did  not  give  any  further  effect  to  the  charge 
upon  the  debt  which  was  created  by  what  was  called  the 
order  nisi.  That  order  was  dated  June  15,  and  it  bound 
the  debt  in  the  hands  of  the  bank ;  and  although  that  order 
was  called  an  order  nisi,  it  was  in  fact  the  order  which 
created  the  charge,  and  it  created  it  at  once.  Then  came 
the  order  absolute,  as  it  was  called,  which  did  not  deal 
with  the  charge,  but  was  an  order  upon  the  garnishee  to 
pay  over  the  amount  to  the  garnishor.  Before,  however, 
the  money  was  paid  over  a  receiver  was  appointed  for  the 
debenture-holders — namely,  on  June  39,  and  this  issue  was 
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directed  on  July  9.  This  kind  of  question  had  been  on 
several  occasions  before  the  Court,  the  latest  case  being 
Norton  v.  Yates,  decided  by  Mr.  Justice  Warrington.  In 
that  case  Yates  obtained  judgment  against  a  company  on 
January  17  1905,  and  on  the  same  day  served  a  garnishee 
order  nisi.  The  company  had  in  1903  issued  a  series  of 
debentures,  creating  a  charge  by  way  of  Seating  security, 
and  on  January  19  1905  a  receiver  was  appointed  for  the 
debenture-holders.  Oa  January  ao  notice  of  this  appoint- 
ment was  served  on  Yates.  Then  there  was  an  inter- 
pleader. In  that  case  there  was  no  order  absolute  and  no 
payment.  Mr.  Justice  Warrington  held  in  those  circum- 
stances that  the  effect  of  the  order  nisi  was  not  to  transfer 
the  debt  to  Yates  the  garnishor,  and  that  the  debt  remained 
the  property  of  the  company,  no  doubt  subject  to  the  charge 
upon  it,  until,  on  January  19,  the  receiver  who  was  then 
appointed  became  entitled  to  all  the  property  of  the  com- 
pany, including  the  debt,  which  was  the  subject  of  the 
order  nisi,  because,  as  Mr.  Justice  Warrington  held,  there 
being  nothing  but  the  debt,  the  charge  created  by  the 
order  nisi  on  Jannary  17  was  subject  to  the  prior  charge 
created  by  the  debentures.  The  difference  between  the 
case  of  Norton  v.  Yates  and  the  one  before  bim  consisted  in 
this,  that  in  the  former  there  was  no  order  absolute.  Did 
that  make  any  difference?  In  Norton  v.  Yates  Mr.  Justice 
Warrington  followed  the  decision  of  the  Court  of  Appeal 
in  In  re  Combined  Weighing  and  Advertising  Machine  Com- 
pany, where  it  was  held  that  a  garnishee  order  did  not 
operate  to  transfer  the  debt  to  the  garnishor  who  obtained 
the  order.  In  that  case  the  order  had  been  made  absolute. 
Therefore,  applying  that  case,  which  Mr.  Justice  Warring- 
ton followed,  it  was  plain  that  it  woald  have  made  no 
difference  in  Norton  v.  Yates,  if  the  order  there  had  been 
made  absolute  before  the  receiver  was  appointed.  On  the 
other  hand,  reliance  was  placed  by  the  defendant  on  the 
case  of  SobsoH  v.  Smith,  decided  by  Lord  Justice  (Aen  Mr. 
Justice)  Romer.  In  that  case  a  garnishee  order  was  made 
absolute  against  the  defendant  Smith,  on  October  4  1893, 
and  Smith  was  ordered  to  pay  the  debt  to  the  garnishor. 
On  October  10  notice  was  given  to  the  defendant  Smith  by 
the  plaintiff  of  his  debenture — the  debenture  being,  as  in 
this  case,  prior  in  date  to  the  garnishee  proceedings.  Not- 
withstanding that  notice  Smith  obeyed  the  order  of  October 
4,  and  paid  the  money  to  the  garnishor.  Then  the  plain- 
tiff, who  was  the  holder  for  value  of  the  debenture,  brought 
his  action  against  Smith,  claiming  to  have  the  amount 
which  Smith  bad  paid,  paid  over  again  to  bim  (the  plain- 
tiff), because,  as  the  plaintiff  contended,  Smith  had  no 
right  to  pay  the  garnishor  after  notice  of  the  debenture. 
Mr.  Justice  Romer  held  that  Smith  could  not  be  called 
upon  to  pay  the  money  over  again.  In  that  case  no  receiver 
had  been  appointed,  but  he  did  not  think  that  made  any 
difference.   In  this  case  the  defendant  said  that  it  could 


make  no  difference  that  the  money  had  not  been  paid,  if 
the  order  for  its  payment  had  been  made,  and  that  if  the 
Commercial  Bank  of  Scotland  had  paid  him,  they  could 
not  have  been  called  upon  to  pay  the  amount  over  again. 
He  {the  le&rned  Judge)  did  not  know  that  Robson  v.  Smith 
decided  the  second  proposition ;  it  merely  decided  that  a 
garnishee  who  has  paid  under  an  order  absolute  could  not 
be  made  to  pay  over  again,  although  after  the  order 
absolute  he  received  notice  of  a  prior  debenture  given  by 
the  company,  the  judgment  debtors.  In  his  opinion, 
JPoAnm  V.  Smith  had  no  application.  The  money  had  not 
been  paid  in  this  case,  and  the  question  was,  who  was 
equitably  entitled  to  it?  It  was  contended  that  the  effect 
of  the  garnishee  order  absolute  was  very  much  the  same 
as  if  execution  had  been  levied  and  goods  seized  by  the 
sheriff.  Even  if  the  order  absolute  could  be  looked  upon 
in  that  way,  that  would  not  assist  the  defendant,  because 
in  the  case  of  Davey  v.  Williamson  (1898,  3  Q.B.  194)  it 
was  held  by  a  Divisional  Court,  consisting  of  Lord  Russell 
of  Killowen  and  Mr.  Justice  Mathew,  that  even  as  against 
execution  creditors  the  title  of  the  debenture-holder  pre- 
vailed. There,  there  was  a  debenture-holder  on  the  one 
side  and  an  execution  creditor  on  the  other  ;  the  debenture 
had  not  crystallised,  as  it  was  called — that  is,  the  time  for 
the  payment  of  the  amount  secured  by  it  had  not  arrived  ; 
yet,  the  rights  of  the  debentnre-holder  prevailed.  There- 
fore, it  seemed  to  him  that  in  fliis  case  the  rights  of  the 
plaintiff  under  hia  debenture  must  prevail  over  the  claim  of 
the  defendant.  Another  question  had  been  discussed  as  to 
whether  in  any  event  the  defendant  was  not  entitled  to  be 
paid  something  in  respect  of  his  salary  under  the  pro- 
visions of  the  Preferential  Payments  in  Bankruptcy  Act. 
1888,  and  the  Preferential  Payments  in  Bankruptcy  Amend- 
ment Act,  1897,  which  gave  priorit)  to  'all  wages  or  salary 
"of  any  clerk  or  servant  in  respect  of  services  rendered  to 
^the  bankrupt  or  the  company  durii^  four  months  before 
"the  date  of  the  receiving  order,  or,  as  the  case  may  be, 
"  the  commencement  of  the  winding-up  " — in  this  case  four 
months  before  the  appointment  of  the  receiver,  under  sec- 
tion 3  of  tiie  Act  of  1897 — "  not  exceeding  50.**  In  con- 
sidering the  defendant's  claim  nnder  that  provision  he  had 
to  see  what  the  defendant's  dnties  were,  and  what  services 
he  rendered  to  the  company.  What  these  were  the 
defendant  himself  described  in  cross-examination — his 
evidence  having  been  taken  on  commission — when  he  said 
this: — "My  duties  were  the  ordinary  duties  of  a  secrc- 
"tary,  to  attend  directors'  meetings  in  London  and 
"Glasgow,  attend  to  correspondence  and  callers,  and  keep 
"the  Minute  Book."  If  the  evidence  had  stopped  there, 
and  if  it  was  the  fact  that  the  defendant  did  discharge  those 
duties,  he  (the  learned  Judge)  would  have  held  that  the 
defendant  was  a  "clerk  or  servant"   But  the  defendant  in 

his  evidence  went  on  to  state : — "  I  h^S^nojurticiIlar  hours 
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'of  attandance,  bat  was  generally  at  the  office  from.  13  to 
"2,  and  on  any  occasion  when  wanted.  I  had  a  clerk  whom 
"  I  paid  ;  his  hours  of  attendance  were  lo  to  5.  I  am  regis- 
"trar  to  another  company — the  Montana  Company,  Lim. 
"  My  honrs  of  attendance  there  ar^  10  to  4."  So  that  the 
princq>al  clerical  dnties  discharged  by  or  on  behalf  of  the 
defendant  to  the  Consolidated  Mines.  Lim.,  were  dis- 
charged by  a  clerk  in  his  serrice,  the  defendant's  duties  as 
registrar  of  the  other  company  requiring  his  attendance 
there  from  to  to  4.  It  came  to  this— that  in  the  middle  of 
the  day  he  called  at  the  office  of  the  Consolidated  Mines, 
Lim.,  to  see  what  was  going  on ;  he  attended  meetings  of 
directors,  and  he  also  attended  when  he  was  sent  for.  The 
general  work  of  the  Consolidated  Mines,  Lim.,  which 
wonld  have  fallen  within  his  department  was  really  done 
by  a  clerk  whom  the  defendant  paid.  In  his  view  the  salaiy 
or  wages  which  were  given  a  priority  by  the  Preferential 
Payments  in  Bankruptcy  Acta  were  salary  or  wages  due  in 
respect  of  the  personal  services  rendered  by  the  "clerk  or 
servant."  In  this  case  what  tiie  defendant  did  was  not 
exactly  serving  the  company,  but  providing  services  for 
the  company  and  attending  occasionally  when  required. 
He  felt  some  sympathy  with  the  defendant,  but  under  both 
heads  his  claim  failed.  There  would  be  judgment  for  the 
plaintiff. 

(aa  Times  Lam  Refarts,  776.) 


MJsceilaneous, 

COURT  OF  APPEAL. 
August  a. 

(Before  Vadghah  Williaus,  Roubr,  and 
CbZBNS-HASDY,  L.J}.) 

The  Swaoley  Coal  Company  v.  Doatoa. 

Bill  of  Sale— Form  in  Schedule — Deviatiom  from — Personal 
Chattels— Title  Deeds  of  Leasehold  Property—Bills  of  Sale 
Act.        (43  «<  46  Vitt.  C.43),  J.  9;  Form  in  Schedule. 

This  was  an  appeal  against  a  decision  of  the  Divisional 
Court  (Lord  Alverstone,  Mr.  Justice  Kennedy,  and  Mr. 
Justice  Ridley)  reversing  a  decision  of  the  County  Court 
Judge  at  Dartford.  The  case  involved  a  question  of  some 
importance  as  to  whether  a  bill  of  sale  was  rendered  void 
under  section  g  of  the  Bills  of  Sale  Act  {1878)  Amendment 
Act,  tSSa  (45  ft  46  Vict.,  c.  43),  on  the  ground  of  non- 
confonni^  with  the  form  prescribed  by  the  Act  by  reason 
of  the  inclusion  among  the  chattels  thereby  assigned  of 


certain  title  deeds  relating  to  leasehold  property  of  the 
assignor.  The  plaintiffs  were  creditors  of  the  defendant, 
who  was  the  proprietor  of  the  Lion  Hotel,  Famingham, 
and  had  recovered  judgment  {gainst  him  in  the  County 
Court  and  put  in  execution.  A  claim  was  made  by 
Gillespie,  the  present  appellant,  under  a  bill  of  sale.  The 
claim  was  disputed  by  the  plaintiffs,  and  Gillespie  then 
issued  an  interpleader  summons  in  the  action.  The  bill  of 
sale  in  question  was  dated  January  5  1904,  and  was  duly 
registered  on  the  following  day.  It  was  in  favour  of  the 
Charing  Cross  Bank,  from  whom  it  was  transferred  to 
Gillespie  in  December  1904.  By  the  bill  of  sale  Denton  as 
mortgagor,  in  consideration  of  j^3oo,  assigned  to  the 
mortg^ee  "all  and  singular  the  several  chattels  and 
"things  specifically  described  in  the  schedule  hereto 
"  annexed  now  being  in  and  about  the  dwelling-boase  and 
"premises  known  as  the  Lion  Hotel,  Farningham,  in  the 
"county  of  Kent,  by  way  of  security  for  the  payment  of 
"  the  sum  of  £300  and  interest  thereon  at  the  rate  of  ;^3o 
"per  centum  per  annum."  The  bill  contained  a  proviso 
that  the  chattels  and  things  thereby  assigned  ahould  not 
be  liable  to  seizure  or  to  be  taken  possession  of  by  the 
mortgagee  for  any  cause  other  than  those  specified  in 
section  7  of  the  Bills  of  Sale  Act  (1878)  Amendment  Act, 
iSSa.  And  it  was  further  provided  'that  if  the  said 
"chattels  and  things  hereby  assigned  shall  be  seized  or 
"taken  possession  of  by  the  said  mortgagee  in  consequence 
"of  the  breach  of  any  of  the  covenants  herein  contained 
"the  said  mortgagee  shall  be  at  liberty  to  remove  or  sell 
"the  same  or  any  part  thereof  by  public  anctioa  at  the 
"expiration  of  five  clear  days  from  the  day  of  such  seizure 
"or  taking  possession."  The  schedule  referred  to  set  out 
a  long  list  of  personal  chattels  and  furniture,  and  then 
came  this  final  item: — "Assignment  dated  January  24 
"1903  (between  Walter  Edward  Lovegrove  and  Edward 
"  Richard  Lovegrove  of  the  first  and  second  parts,  and  the 
"grantor  of  this  bill  of  sale,  Edmund  Basil  Denton,  of  the 
"third  part),  of  lease  (dated  November  13  1S91)  of  the  said 
"Lion  Hotel,  Famingham,  Kent,  aforesaid,  and  all  the 
"muniments  of  title  referred  to  in  the  said  assignment.'* 
The  County  Court  Judge  held  that  the  title  deeds  were 
merely  "personal  chattels  "  and  that  the  inclusion  of  them 
in  the  schedule  to  the  bill  of  sale  did  not  avoid  the  same. 
Fie  accordingly  gave  judgment  for  the  claimant.  The 
plaintiffs,  the  execution  creditors,  appealed  to  the 
Divisional  Court,  who  reversed  the  decision  of  the  County 
Court  Judge  and  entered  judgment  for  the  plaintiffs.  The 
claimant  appealed. 

JDDOUKKT. 

The  Court  by  a  majority — Lord  Justice  Vaughan 
Williams  and  Lord  Justice  Ramcr — allayed  the  aopeal, 
Lord  Justice  Cozens-Hwdy  [^p^^C^OOQlC 
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Lord  jDstice  Vatighan  Williams  said  that  the  case  was 

an  unusual  one  and  far  from  easy  to  decide.  The  ques- 
tioa  was  whether  a  bill  of  sale  given  to  secure  a  loan  was 
a  Kood  bill  of  sale  or  not.  If  the  security  included  a 
chattel  interest  in  land,  it  was  not  arguable  but  that  the 
bill  of  sale  was  void,  but  if,  on  the  other  hand,  it  included 
only  personal  chattels,  it  was  a  good  bill  of  sale.  The 
decision  of  the  Divisional  Court  seemed  to  his  Lordship, 
in  substancOf  to  be  based  on  Cockrant  v.  Eniwistlt  (35 
Q.B.D.  116).  In  that  case,  however,  there  could  be  no 
doubt  but  that  the  bill  of  sale  dealt  with  an  interest  in 
land  of  the  nature  of  a  chattel  real,  and  it  was  not  an 
authority  in  the  present  case  at  all,  because  in  the  present 
case  the  whole  question  was  whether  on  the  true  construc- 
tion of  the  bill  of  sale  an  interest  in  land  as  distinguished 
from  an  interest  in  chattels  was  given  as  part  of  the 
security.  In  coastruing  this  bill  of  sale  it  was  necessary 
to  look  at  the  bill  of  sale  as  a  whole  to  ascertain  what  was 
the  intention  of  the  grantor  and  the  grantee  as  expressed 
in'  the  document.  It  was  argued  that  the  inclusion  of  these 
title  deeds  in  the  schedule  showed  that  the  intention  of  the 
parties  really  was  to  give  the  grantee  a  charge  on  the  land 
to  which  the  deeds  related.  Now  supposing  the  grantee 
had  gone  to  a  Court  of  Equity  and  asked  to  have  this  docu- 
ment dealt  with,  by  declaration  or  otherwise,  as  creating 
an  equitable  charge  on  the  land,  there  would  have  been  a 
complete  answer  to  the  claim  that,  looking  at  the  words  of 
the  doctunent,  it  was  manifest  that  the  intention  of  both 
grantor  and  grantee  was  not  to  create  a  charge  upon  the 
land,  but  simply  to  create  a  security  upon  the  subject- 
matter  of  the  charge  itself.  One  consequence  of  this  bill 
of  sale  being  treated  in  equity  as  a  charge  upon  the  land 
would  have  been  that  the  grantee  could  have  got  an  order 
for  sale.  But  it  was  quite  unnecessary  for  the  grantee  to 
get  any  order  for  sale  because  the  document  in  question 
contained  an  express  power  for  the  grantee  to  sell  that 
which  was  intended  to  be  the  subject-mattei  of  the 
security  after  the  expiration  of  fire  days  from  the  date  of 
seizure  or  taking  possession.  An  argument  had  been 
based  on  the  fact  that  the  grantee  had  taken  possession  of 
the  deed,  and  it  was  said  that  the  taking  possession  was 
contemporaneous  with  the  bill  of  sale.  But  there  was  no 
evidence  of  the  circumstances  in  which  this  was  done,  and 
it  could  not  affect  the  construction  of  the  document.  Of 
course,  if  it  had  been  said  that  the  document  did  not  repre* 
sent  the  real  transaction  between  the  parties,  this  fact 
would  have  been  most  material,  but  no  such  case  had  been 
made.  Then  it  was  said  that  the  document  ought  not  to 
be  read  in  this  way  because  a  lease  was  so  far  realty  that 
the  assignment  of  this  lease  and  other  muniments  ought  to 
be  read  as  intended  to  give  an  interest  in  land.  That  might 
have  been  a  strong  argument,  if  it  had  been  a  true  pro- 
position of  law  that  documents  of  title  could  not  be 


severed  from  the  land  which  was  the  subject-matter  of 
those  documents,  but  the  decision  in  Bttriom  v.  Gainer  (3 
H.  and  N.  387)  was  in  his  Lordship's  opinion  an  aathority 
to  the  contiai7.  Taking  all  these  matters  into  considera- 
tion,  his  Lordship  was  of  opinion  that  the  decision  of  the 
Divisional  Conrt  could  not  be  supported,  and  that  the 
appeal  must  be  allowed. 

Lord  Justice  Romer  delivered  judgment,  agraeifig  with 
Lord  Justice  Vaughan  Williams. 

Lord  Justice  Cozens-Hardy  said  that  he  agreed  with  the 
other  members  of  the  Court  in  thanking  counsel  for  their 
argument,  but  that  he  was  afraid  that  his  agreement  ceased 
there.  He  thought  that  the  decision  of  tile  DiTiaionil 
Conrt  was  right,  and  that  the  bill  of  sale  was  void  because 
it  included  something  which  was  not  a  personal  chattel. 
His  lordship  proposed  to  deal  with  the  question  upon  the 
constrncUon  of  the  document  itsdf.  If  it  was  a  fact  that 
the  deeds  were  handed  over  contemporaneously  witfa  the 
execution  of  the  bill  of  sale  it  was  strong  evidence  that  the 
transaction  was  not  that  which  was  disclosed  by  the  bill 
of  sale,  but  he  put  that  on  one  side.  In  the  first  place 
this  transaction  was  a  loan,  it  was  an  assignment  of  the 
things  described  in  the  schedule  by  way  of  security  for 
money  lent,  and  there  was  a  power  to  seize  and  take  the 
property  comprised  in  the  schedule.  Among  the  items  in 
the  schedule  was  this  assignment  of  a  lease  and  the  mun- 
ments  fiierein  referred  to.  The  schedule  did  not  deal  with 
pieces  of  parchment,  of  no  value  except  as  curiosities,  but 
by  the  bill  of  sale  the  owner  of  the  land  gave  a  licence  to 
the  lender  to  get  possession  of  these  deeds  as  security  for 
his  loan.  If  a  borrower  gave  an  authority  to  a  lender  to 
go  to  his  bankers  and  take  his  tiae  deeds  as  secniity  for 
a  loan,  his  Lordship  thought  that  it  was  clear  that  that 
would  be  regarded  in  equity  as  a  good  charge  upon  the 
land  to  which  the  deeds  related.  He  thought  it  was  sUain- 
iug  credulity  in  the  present  case  to  suppose  that  these 
title  deeds  were  to  be  regarded  as  mere  parchment  and 
wax,  and  it  seemed  to  him  an  irresistible  conclusion  that 
they  were  dealt  with  for  the  purpose  of  giving  a  security  on 
the  land.  After  default  made,  in  his  Lordship's  opinion, 
the  lender  could  have  obtained  a  legal  mortgage  on  the 
land.  In  the  Court  below  reliance  had  been  placed  on 
the  case  of  Cochrane  v.  EntwitlU  (mfra),  but  his  Lordship 
agreed  with  Lord  Justice  Vaughan  Williams  that  that 
decision  was  of  no  assistance  in  the  present  case.  He 
would  have  thought  that  that  case  vras  too  obvious  for 
argument,  and  it  was  very  different  from  the  present  one. 
In  his  opinion  the  decision  of  the  Divisional  Court  in  the 
present  case  was  right. 

(23  Times  Law  Reports^j^.) 
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law  llepovts* 


Bankruptcies  and  Insolvencies. 

CHANCERY  DIVISION. 
August  29. 
(B«for«  SUTTOM,  J.) 

Rt  H.  R.  Jones;  Ooatly  v.  Jones. 

Bankruptcy — A  ttathmttU. 

Motion  for  attachment.  The  defendant  was  the  wife  of 
Mr.  Jones,  a  solicitor,  who  had  been  struck  off  the  rolls. 

had  bean  the  solicitor  to  the  Wandsworth  Board  of 
Gnardians,  and  had.  in  that  capacity,  conducted  certain 
assessment  appeals  foz  them.  His  bills  of  costs  had  been 
daly  taxed  by  the  clerk  of  the  peace,  but  the  taxation  was 
not  a  hostile  one.  In  consequence  of  statements  made  by 
his  clerk,  an  agitation  with  regard  to  these  bills  of  costs 
had  arisen,  and  in  consequence  a  Board  of  Trade  inquiiy 
had  been  held,  at  which  JcHies  had  not  appeared.  As  a 
result  it  appeared  that  these  bills  were  fraudulent,  and 
that  he  had  been  overpaid  some  £i,y3o.  As  the  result 
of  proceedings  taken  by  the  guardians  in  consequence 
of  this  discovery  Jones  had  been  made  a  bankrupt, 
and  the  trustee  in  bankruptcy  was  the  present  applicant. 
Jones  and  his  wife,  the  respondent,  and  their  family,  had 
gone  to  France,  but  eventually  he  was  extradited,  tried  for 
these  frauds  at  the  Old  Bailey,  and  sentenced  to  a  term  of 
imprisonment.  On  the  very  day  he  was  sentenced  he  had 
made  a  settlement  of  his  property  upon  his  wife  and 
children,  with  himself  and  wife  as  trustees,  and  at  the 
same  time  had  executed  a  power  of  attorney  enabling 
the  latter  to  act  as  sole  trustee.  In  that  capacity  she  had 
possession  of  certain  deeds  of  which  the  applicant,  the 
trustee  in  the  bankruptcy,  desired  to  get  possession,  and 
an  order  had  been  obtained  ordering  Mrs.  Jones  to  deliver 
tbem  up.  She  had  resisted  the  order  in  person,  and  it  bad 
afterwards  been  duly  served  on  her,  but  she  had  not 


obeyed  it.  The  trustee  in  bankruptcy  was  eadeavonrii^ 
to  get  this  deed  set  aside. 

In  reply  to  the  Judge,  Mrs.  Jones  saul  ihaX  the  deeds 
were  deposited  in  a  bank  in  Bordeaux  as  security  for  sums 
of  money  which  the  banker  was  supplying  for  the  support 
of  her  children.  She  could  not  undertake  to  authorise  him 
to  deliver  them  up  as  she  had  a  co-trustee.  This  was  a 
French  lady,  who  had  been  appointed  when  her  husband 
had  resigned  his  trusteeship. 

In  answer  to  further  quesions  she  said  that  she  was 
speaking  of  the  settlement  made  by  her  husband  on  heraelf 
and  children,  which  the  trustee  ia  banknqttcy  wm 
endeavouring  to  get  set  aside.   The  deed  appointing  the 

co-trustee  was  in  France. 

Sutton,  J. :  We  must  stop  this  conversation.  There  is 
an  order  of  the  Court  ^tch,  if  I  can,  I  will  have  obeyed. 
I  will  adjonm  die  case  for  a  week  to  enable  yon  to  obey. 

(50  S.J.  715.) 


September  5. 

Adjourned  motion  for  attachment.  The  case,  as 
reported  above,  was  adjourned  to  enable  Mrs.  Jones 
to  produce  certain  documents  which  were  required 
by  the  trustee  in  the  bankruptcy  of  her  husband. 
On  the  last  occasion  the  defendant  stated  that  the 
documents  in  question  were  in  the  hands  of  a  banker 
in  France,  and  that  her  co-trustee  under  a  settle* 
ment  of  his  property  made  by  her  husband  at 
the  time  of  his  conviction  for  defrauding  the  guardians 
of  Wandsworth,  as  their  solicitor,  also  lived  in  France, 
and  that  it  would  be  necessary  to  get  the  consent  of  this 
trustee  before  applying  to  the  banker  to  deliver  these 
documents  up. 

* 

Mr.  S.  G.  I.ushingtoD,  on  behalf  of  the  applicant,  the 
trustee  in  bankruptcy,  said  that  Mrs.  Jones  had  not 
delivered  up  the  documents,  nor  was  she  present. 

JUDGMKNT. 

His  Lordship  made  the  order,  with  costs,  to  lie  in  the 
office  for  one  month. 

{Timfu)   u  by  Google 
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income  Tax, 

KING'S  BENCH  DIVISION. 
August  10. 
(Before  Waltok,  J.) 

The  Qramophone  and  Typewriter,  Um.  v. 
Stanley  {Survtyorof  Taxes]. 

■  Revtnm — Income-tax — Company  Registered  in  England — Com- 
pa»y  Owning  all  the  Shares  in  Foreign  Company — Profits 
in  Foreign  Company— Intomt'tax  Act,  1853  (i6  &•  17 
Vict.  e.  34),  SehiduU  D. 

This  was  a  case  stated  under  43  ft  44  Vict.,  c.  19, 

section  59,  by  the  Commissioners  of  Income-tax  for  St. 
Paul,  Covent  Garden,  raising  a  question  as  to  the  liability 
of  the  appellants  to  income-tax  in  respect  of  profits  made 
by  a  German  company  in  which  the  English  company 
were  shareholders.  The  following  facts  were  set  out  in 
the  case: — 

At  a  meeting  of  the  Commissioners  on  January  32  1903 
tbe  Gramophone  and  Typewriter,  Lim.,  the  appellants 
appealed  against  an  assessment  under  schedule  D  of  16  & 
17  Vict.,  c.  34,  for  the  year  ended  April  5  1901,  amounting 
^  jC79)348*  appellant  company  is  an  English  com- 

pany registered  under  the  Companies  Acts,  1862  to  1898, 
on  December  to  1900,  having  a  registered  office  at  21  City 
Road,  in  the  City  of  London  (formerly  at  31  Maiden  Lane, 
Covent  Garden,  in  the  City  of  Westminster).  The  memo- 
randum of  association  of  the  appellant  company  states 
that  the  objects  for  which  the  company  is  established  are 
(inter  alia)  to  acquire  and  take  over,  as  a  going  concern, 
the  business  and  undertaking  carried  on  at  31  Maiden 
Lanci  London,  W.C.,  and  elsewhere,  under  the  style  or 
firm  of  "The  Gramophone  Company,  Lim.,"  and  all  or 
any  of  the  assets  and  liabilities  of  the  proprietors  of  such 
business  and  undertaking.  The  Deutsche  Grammophon 
Aktiengesellachaftj  herein  referred  to  as  the  German  com- 
pany,  was  registered  on  January  30  1900,  and  amongst 
those  who  united  in  forming  it  were  the  Gramophone  Com- 
pany, Lim.,  named  in  the  memorandum  of  association  of 
the  appellant  company.  The  German  company  was  con- 
stituted on  January  30  1900,  under  a  deed  of  association, 
a  joint-stock  company  with  limited  liability  in  conformity 


with  the  German  law,  with  its  head  office  in  Berlin.  Article 

313  of  the  German  Code  is  as  follows:— "Shareholders 
"cannot  demand  back  their  money,  they  have  only  a  right 
"  during  the  duration  of  the  company  to  net  profit,  unless 
"such  distribution  is  prohibited  either  by  the  law  or  by 
"the  articles."  The  constitution,  or  administration  as  it  is 
called,  of  the  German  company  provides  that: — ^" The 
"official  bodies  of  the  company  are  {a)  the  general  meet- 
"ing  of  shareholders,  (i)  the  board  of  supervision,  {c)  the 
"board  of  management."  The  Balance  Sheet  and  distribn* 
tion  of  profits  is  to  be  prepared  and  made  in  accordance 
with  the  following  articles: — ^"The  business  year  com- 
"  prises  the  period  from  September  i  to  August  31  of  the 
"  following  year.  The  first  business  year  extends  from  the 
"day  of  the  registration  of  the  company  to  August  31  1900. 
"The  board  of  management  has  to  determine  every  year, 
"  with  the  sanction  of  the  board  of  supervision,  how  much 
"  shall  be  written  ofi  annually  from  the  book  value  of  the 
"immovable  and  movable  property.  With  regard  to  the 
"  depreciation  of  the  patents,  at  least  one-third  of  the  work- 
"ing  profit  remaining  after  deduction  of  all  the  business 
"expenses  shall,  before  anything  is  written  ofi  the 
"immovable  property,  be  devoted  to  writing  off  amounts 
"on  patents  or  similar  accounts.  The  Balance  Sheet  is  to 
"be  made  up  to  August  31.  The  net  profit  remaining  after 
"  writing  off  all  depreciation  and  setting  aside  all  reserves 
"and  carrying  forward  any  sum  to  new  account  shall  be 
"distributed  as  follows: — (i)  In  the  first  place  the  share- 
"  holders  shall  receive  a  dividend  up  to  4  per  cent,  on  the 
"paid-up  share  capital,  (a]  The  board  of  supervision  shall 
"  then  receive  a  percentage  of  6  per  cent,  of  the  remainder. 
"(3)  The  rest  shall  be  distributed  as  a  further  dividend." 
The  German  company  in  making  up  its  Balance  Sheet 
stated  its  total  profits  at  jf79,34S  los.  lod.,  but  of  that 
amount  15,000  was  in  accordance  with  the  requirements 
of  German  law  transferred  to  a  depreciation  fund.  The 
appellant  company  now  holds  all  tibe  ^ares  of  the  German 
company  and  tbe  members  of  the  board  of  management 
of  the  German  company  are  also  directors  of  the  appellant 
company,  and  the  members  of  the  board  of  supervision  of 
the  German  company  are  nominees  of  tbe  appellant  com- 
pany. The  directors  of  the  appellant  company,  in  accord- 
ance with  the  requirements  contained  in  the  articles  of 
association  of  the  same  company,  presented  their  report 
to  their  shareholders  for  the  year  ended  June  30  1901. 
From  that  report   a  ^P^e6'l!^Ge>@|Qjrtj^"»  <>* 
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/79t348  '<>■•  lod.,  wfaich  balance  was  appro[«iatad  in 

manner  set  forth  in  the  report,  and  the  whole  of  which 
balance  was  included  in  the  assessnfent  now  appealed 
against.  It  was  admitted,  on  the  hearing  of  the  appeal 
that  the  whole  of  the  sum  of  ;f79i34S  los.  lod.  was  liable 
to  be  taxed  nnder  schedule  D  except  as  to  ^^15,000,  part 
theraof,  a  stun  stated  in  the  report  to  have  been  transferred 
'to  Patents  Account,  Germany,  in  accordance  with 
German  law."  This  siun  of  ^^15,000.  transferred  to 
Patents  Account  to  meet  the  requirements  of  the  German 
law,  concerns  the  appellant  company  in  respect  of  their 
interest  in  the  German  company.  In  the  report  of  the 
directors  of  the  appellant  company  the  whole  of  the  profits 
of  the  German  company  are  brought  in  in  one  sum,  but  the 
board  of  management  of  the  German  company  have  set 
aside  and  transferred  to  their  Patents  Account  the  sum  of 
15,000,  which  amount  is  equivalent  to  the  deterioration 
during  the  year  of  the  value  of  the  patents  purchased  by 
the  German  company,  since  these  patents  at  the  time  of 
the  constitution  of  the  German  company  had  three  years 
to  run.  This  sum  of  £1^,000  is  provided  out  of  earn- 
ings of  the  German  company.  It  was  contended  on  behalf 
of  the  appellant  company  (i)  that  the  sum  of  j^i5,ood  trans- 
ferred to  the  Patents  Account,  in  conformity  with  the 
German  law  by  the  German  company,  is  not  chargeable 
with  income-tax,  that  the  sum  of  ;^ts,ooo  was  not  profits 
of  the  aj^Uant  company,  inasmuch  as  there  was  no  reso- 
lution in  general  meeting  of  the  German  company  for  the 
distribution  of  this  sum  among  the  shareholders,  and  by 
German  law  this  sum  coald  not  be  so  distributed ;  and  that 
the  sum  of  ;^i5,ooo  was  not  profits  or  gains  at  all  within 
the  meaning  of  the  Income-tax  Acts,  either  of  the  German 
company  or  the  appellant  company.  The  Commissioners 
held  (i)  that  the  English  company  controlled  the  German 
company  from  England,  and  that  the  head  and  seat  and 
directing  power  of  the  appellant  company  are  at  the  appel- 
lants* registered  office  in  London ;  (a)  that  the  entire  busi- 
ness of  the  German  company  was  carried  on  by  and  was 
the  business  and  property  of  the  ^pellant  company,  and 
that  the  profits  of  the  German  company  are  the  profits  of 
the  appellant  company,  and  that  this  sum  of  ;^i5,ooo  was 
profits  of  the  appellant  company  within  the  meaning  of  the 
Income-tax  Acts,  and  further  that  all  the  profits  of  the 
German  company  should  be  assessed  without  regard  to 
the  mode  of  applicatina  of  such  profits,  and  they 
confirmed  the  assessment. 


JUDGUBVT. 

Mr.  Justice  Walton,  in  giving  his  reserved  judgment, 
said  that  the  effect  of  the  German  law  was  that  the 
German  company  was  in  the  English  sense  truly  a  cor- 
porate body  practically  similar  for  the  purposes  of  the 
present  case  to  an  English  limited  liability  company,  and 
the  position  of  the  shareholders  and  their  relation  to 
Liability  were  similar  in  principle  to  those  of  the  share- 
holders of  an  English  limited  liability  company.  The 
property  of  the  company  was  not  the  property  of  the 
shareholders,  but  the  property  of  the  company,  and  the 
shareholders'  interest  in  the  dividends  was  not  an  interest 
in  the  actual  profits  of  the  company,  but  an  interest  only 
in  the  dividends  paid.  The  appellant  company  took  over 
the  assets  of  the  Gramophone  Company,  and  held  all  the 
shares  in  the  German  company,  and  the  members  of  the 
board  of  supervision  of  the  German  company  were 
nominees  of  the  appellant  company  in  this  sense,  that  as 
the  appellants  held  all  the  shares  in  the  German  company 
they  had  a  controlling  voice  in  the  election  of  all  the 
officers  of  the  German  company.  The  German  company, 
in  making  np  its  Balance  Sheet,  stated  its  total  profits  at 
;^79,348  los.  lod.,  but  of  that  amount  ^15,000  was,  in 
accordance  with  the  requirements  of  German  law,  trans* 
ferred  to  a  depreciation  fund,  and  the  question  was 
whether  the  appellant  company  was  chai^eable  to  income- 
tax  in  respect  of  that  ;f  r5,ooo.  If  one  separated  the  appel- 
lants from  the  German  company,  the  appellants  had  not 
received  this  sum  of  j£i5,ooo,  as  it  had  not  been  distributed 
as  dividend.  But  it  was  said  that,  inasmuch  as  the  appel- 
lant company  owned  all  the  shares  in  the  German  com- 
pany, the  business  of  the  German  company  was  the 
business  of  the  appellant  company,  and  therefore  the 
^^79,348  ros.  rod.  profits  of  the  German  company  were 
profits  earned  by  the  appellant  company.  He  did  not 
think  that  this  very  point  was  covered  by  authority,  though 
in  the  case  of  Kodak  v.  Clark  (190J,  i  K.B.  505)  a  similar 
question  arose,  and  there  were  in  the  judgments  in  that 
case  dicta  which  appeared  to  be  sometimes  in  favour 
of  one  side  and  sometimes  in  favour  of  the  other.  It 
seemed  to  him  that  that  case  did  nut  bind  him  on  this 
question.  It  was  important  to  remember  that  there  were 
really  two  questions  involved.  Tbe  first  was,  whose  was 
the  business  carried  on  by  the  German  company?  If  it 
was  not  the  business  of  the  appellant  company,  this  appeal 
must  be  allowed.   But  evig^^.^^jwfj^^^^B^gj^  the 
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appellant  company,  it  would  be  necessary  to  consider 
whethei  that  business  was  carried  on — ^that  is  to  say, 
controlled  or  managed — by  the  appellant  company  in 
England,  in  which  case  the  appellant  company  would  be 
chargeable.  The  important  question  was  whether  the  busi- 
ness of  the  German  company  was  the  business  of  the 
appellant  company.  There  was  no  doubt  that  a  person 
(including  a  company)  in  England  might  be  the  owner  of  a 
commercial  nndertaldhg  in  a  foreign  country.  Such  person 
in  England  might  cany  on  his  foreign  business  by  means 
of  an  agent  abroad.  The  agent  abroad  might  be  a  com- 
pany and  the  owners  of  the  business  in  England  might  be 
the  shareholders  in  the  iorsign  cx>iiq>any.  Then  the  busi- 
ness abroad  was  the  business  of  the  persons  in  England. 
But  in  such  a  case  one  had  throughout  this  fact,  that  the 
business  abroad  was  the  business  of  the  persons  in  this 
country.  Was  that  so  in  this  case?  To  his  mind  there  was 
no  evidence  that  the  business  of  the  German  company  was 
the  business  of  the  appellants  except  the  fact  that  the 
appellants  had  become  the  beneficial  owners  of  all  the 
shares  in  the  German  company.  That  did  not  distinguish 
file  German  company,  which  was  an  existing  person  and  a 
different  person  from  the  appellant  company,  and  he 
thought  that  the  effect  of  the  judgment  of  the  House  of 
Lords  in  Salomon  v.  Salomon  Co.  (1S9;.  A.C.  22)  was 
that  the  fact  that  the  shares  of  one  company  (here  the 
German  company)  all  belonged  to  another  person  (here  the 
appellant  company)  did  not  make  the  German  company  a 
mere  alias  or  a  trustee  or  an  agent  for  the  appellant  com- 
pany or  for  the  shareholders  in  the  appellant  company. 
Therefore  he  did  not  think  that  there  was  any  evidence 
that  these  profits  were  the  profits  of  the  appellant  com- 
pany. The  appellant  company  had  an  interest  in  them, 
and  that  interest  had  been  taxed,  and  there  was  no  dispute 
as  to  that.  This  appeal  must  therefore  be  allowed  with 
costs. 

(22  Times  Law  Repcr/s,  818.) 


Receiverships, 

CHANCERY  DIVISION. 
August  29. 
(Before  SuttoN|  J.) 

Bate  V.  Read. 
PartMorshif — Rtcttvtr, 
Motion  for  the  appointment  of  a  receiver  in  an  action 


for  dissolution  of  partnership.  The  plaintiff  and 
defendant  were  both  solicitors  at  Leighton  Buzzard.  In 
the  autumn  of  190$  the  plaintiff,  being  desirous  of  enter- 
ing into  partnership  with  another  solicitor,  got  into  com- 
munication with  the  defendant  through  a  firm  of  agents 
in  Chancery  Lane,  and  eventually  they  entered  into  part- 
nership. At  the  time,  the  plaintiff  stated  that  he  was 
lather  rusty  in  his  law,  having  been  out  of  practice  for 
some  years,  but  the  defendant  said  that  that  did  not 
matter  as  he  wonld  soon  pick  it  up.  ^400  was  paid  for 
a  half  share,  and  be  was  guaranteed  jfaoo  a  year. 

Sutton,  J. :  How  is  this  urgent? 

lu  his  affidavit  the  plaintiff  said  that  he  and  his  wife 
had  moved  from  Staffordshire  to  Leighton  Buzzard  in 
accordance  with  the  deed  of  partnership.  The  defendant 
had  promised  to  get  him  some  introductions  in  the  town, 
and  was,  at  first,  excessively  pleasant  to  him,  but  only 
introduced  him  to  a  few  stray  persons  in  different  bar 
parlours,  and  to  one  or  two  clients  as  they  passed  through 
the  outer  office.  After  some  four  months  of  partnership 
the  defendant  became  very  insulting  to  him,  and  had 
frequently  stated  that  he  did  not  believe  in  one  partner 
knowing  what  the  other  did.  The  plaintiff's  nerves  were 
affected  by  the  defendant's  treatment  of  him,  and  he  wrote 
to  the  defendant  that  the  partnership  must  cease.  The 
defendant  had  removed  plaintiff's  name  from  the  door- 
plate,  the  office-windows,  and  the  firm  notepaper,  and  had 
told  him  that  if  he  came  to  the  office  he  would  be  turned 
out.  12  was  contended  for  the  defendant  that  it  was  the 
plaintiff's  duty  to  keep  the  books,  and  that  he  had  failed 
to  do  so.  A  receiver  would  do  great  harm  to  the  business, 
of  which  probably  the  defendant  would  have  to  buy  back 
the  goodwill.  With  regard  to  the  allegations  in  the  plain- 
tiff's affidavit,  they  were  all  strongly  denied  by  the 
defendant  in  his  affidavit.  Eventually  it  was  agreed  that 
the  defendant  should  within  a  month  furnish  an  sccouul 
of  the  business  during  the  first  eight  months  of  the  part- 
nership, and  that  future  takings  should  be  paid  into  a 
joint  account  in  the  names  of  the  solicitors  of  the  partiesi. 
The  plaintiff's  name  to  be  restored  on  the  plate,  the 
windows,  and  the  notepapez. 
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Xaw  TReportg, 
Company  Law. 

VACATION  COUKT. 
October  i  and  10. 
(Before  Bakgrave  Deane,  J.) 
QoldfleliU  of  AUtabeleland,  Un. ;  Undley, 
Petitioner. 

Company — WuutiHgt^ — Rtconstnutiott — "Jmt  tuUt  EgmtabU" 
Canst. 

Petition  to  wind  up  the  above  company.  The  learned 
Judge  sat  by  special  arrangement  to  bear  the  case  on  the 
ist  October,  for  which  reason  it  was  adjourned  from 
Wednesday,  the  26th  September,  The  petition  alleged  that 
the  company  was  incorporated  on  the  19th  April  1895  with 
a  nominal  capital  of  ;£5oo,ooo,  divided  into  500,000  shares 
of  jQi  each,  of  which  £^t>^,j8g  was  paid  up  or  credited  as 
paid  up.  Its  objects  were  {inter  alia)  to  acquire  and  to 
work  mines  in  Africa  and  elsewhere,  and  to  issue,  acquire, 
and  deal  in  shares,  bonds,  debentures,  and  securities  of  all 
kinds.  At  an  extraordinary  general  meeting  held  on  the 
9th  August  1906  it  was  resolved  that  it  was  desirable  that 
the  company  should  be  wound  up  voluntarily,  and 
eventually  a  resolution  to  Chat  effect  was  carried.  It  was 
alleged  that  thds  was  in  furtherance  of  a  scheme  under 
which  another  company  had  been  incorporated  to  buy  all 
the  assets  of  the  oiA  company  by  way  of  reconstruction  of 
tbe  old  company,  the  shareholders  to  receive  in  exchange 
for  each  fully-paid  £1  share  a  10s.  share  in  the  new  com- 
pany, of  which  7s.  was  credited  as  pjud  up.  Under  the 
memorandum  of  association  John  Oakley  Maund  and  John 
Seear  were  tbe  first  managing  directors,  the  former  of 
whom  died  in  190a.  The  petitioa  alleged  that  no  other 
managing  director  was  appointed  in  his  place,  and  that 
Mr.  Seear  now  had  the  sole  control  of  the  company,  that 
he  had  been  the  promoter  of  the  company,  and  had  sold  bis 
business  to  it  in  May  1895  for  £20,000,  of  which  ^^15,000 
was  in  cash  add  £^,000  in  fully-paid  shares  of  the  com- 
pany. The  petition  aUoged  that  the  other  directors  were 
nominees  of  Mr.  Seear;  and  that  the  company  was 
insolvent.  The  above  resolution  was  opposed  by  the 
independent  shareholders  present  at  the  meeting,  but 
owing  to  the  number  of  shares  held  by  the  directors  and 
their  nominees  the  resolution  was  carried.  It  was  further 
allied  that  there  were  a  large  number  of  other  companies, 
some  of  which  bad  their  offices  at  the  same  place  as  that 
of  the  company,  in  all  of  which  companies  some  director 
of  the  company,  either  Mr.  Seear  or  another,  was  also  a 
director,  and  had  large  financial  interests  therein ;  and  it 
was  alleged  that  between  the  company  and  these  companies 
very  laiige  financial  transactions  bad  taken  place,  and  that 
a  large  part  of  the  company's  capital  had  been  employed 
in  imprudent  and  unauthorised  speculations  in  the  shares 


of  these  companiu,  and  the  petition  set  forth  in  detail  the 
different  transactions  impugned.  In  consequence  of  these 
transactions  there  had  been  great  fluctuations  in  the  value 
of  tbe  company's  shares,  and  it  was  alleged  in  tbe  petition  , 
that  Mr.  Seear  bad  taken  advantage  of  such  flttctnations  to 
speculate  in  the  shares.  On  the  ground  that  questions  of 
considerable  difficulty  would  arise  in  the  winding-up, 
requiring  the  assistance  of  the  Court,  and  also  in  con- 
sideration of  tbe  circumstances  set  out  above,  the  petition 
concluded  that  it  was  just  and  eqtutable  that  tbe  company 
should  be  wound  up. 

Langdon,  K.C.,  and  Greenwood,  for  the  petitioner :  The 
facts  set  out  in  the  petition  showed  tiiat  this  was  a  case  in 
which  Ifae  directors  ought  to  be  subjected  to  cross- 
examination  to  answer  the  primd  facie  case  which  was 
made  out  against  them.  As  to  the  legal  aspect  of  the  case, 
in  Rt  Haytraft  Gold  Reduction  and  Mining  Company  (83 
L.T.  Rep.  166 ;  (1900}  3  Cb.  330)  it  was  said :  "The  exist- 
"ence  of  a  voluntary  winding-up  is  a  strong  reason  why 
"the  Court  should  decline  to  interfere,  but  circumstances 
■*  may  justify  interference."  Again,  in  Re  General  Phosphate 
Corporation  (1893.  W.N.  143),  it  was  held  that  under  section 
8  of  the  Winding-up  Act,  1890,  the  shareholders  had  a 
statutory  right  to  an  investigation.  And  in  National  Com- 
pany for  the  Distribution  of  Electricity,  Lim.  (87  L.T.  Rep. 
6;  (1902)  3  Ch.  34),  it  was  pointed  out  that  it  was  not 
necessary  actually  to  establish  fraud,  but  tbe  Court  would 
order  a  winding-up  where  the  circumstances  justified  an 
investigation,  and  where  it  was  clear  that  tbe  company  was 
really  under  the  control  of  one  person.  In  the  present 
instance  a  very  substantial  minority  of  tbe  shareholders 
supported  the  petition.  When  the  resolution  to  wind-up 
voluntarily  was  adopted,  there  was  a  very  incomplete 
knowledge  of  what  had  really  been  done,  or  what  it  was 
proposed  to  do  in  the  future.  The  company  was  clearly 
insolvent.  But,  if  the  assets  were  realised  by  some  person 
who  was  independent  of  tbe  present  directors,  sufficient 
funds  would  be  found  to  meet  all  the  liabilities,  and  it 
was  undoubted  that  there  would  exist-  a  surplus  for  dis- 
tribuAion  amongst  the  shareholders.  The  liquidator  under 
the  voluntary  winding-up,  Mr.  Simpson,  was  not  such  an 
independent  person,  because  he  was  the  secretary  of  many 
of  the  companies  which  were  under  the  control  of  Mr. 
Seear,  and  however  capable  and  honourable  he  might  be, 
and  however  anxious  to  do  everythdog  in  his  power  to 
serve  the  ^lareholdNs,  it  was  impossible  to  imagine  that 
he  couJd  act  independently  in  any  case  in  which  Mr.  Seear 
was  involved.  In  the  notice  convening  the  meeting  the 
terms  of  the  underwriting  agreement  were  not  stated,  nor 
did  it  disclose  the  fact  that  the  new  company  was  to  be 
registered  in  Khode»a,  and  that,  therefore,  the  share- 
holders would  be  deprived  of  the  protection  afiordfld  by 
the  stringent  regulations  of  the  Companies-AGt{Q«L  l^^ne 
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of  the  articles  of  the  new  company  gave  the  directors 
power  not  to  disclose  informatioo.  There  was,  at  least, 
a  case  of  grave  suspicion  made  out,  and  the  matters  in 
•  issue  could  be  properly  tested  by  croas-examination  only. 
If  the  directors  had  noUiing  to  conceal,  an  investigation 
would  do  them  good.  Though  no  case  of  fraud  had  been 
suggested,  many  cases  of  suspicion  had  been  shown,  and 
this  case  was  lake  the  bundle  of  faggots,  which  could  easily 
be  broken  one  by  one,  but  in  a  bundle  were  unbreakable. 

Mull^an,  K.C.,  and  Hunt,  for  shareholders  supporting 
the  petition:  This  was  not  a  proper  reconstruction  or 
reongandsation  of  a  company.  There  had  been  no  dis- 
closure to  the  shareholders  of  the  fact  that  Mr.  Seear  was 
to  be  an  irremovable  director.  This  was  a  special  benefit 
to  a  director,  and  oufht  most  certainly  to  have  been  dis- 
closed. They  referred  to  Hooper  v.  Weslern  Counties 
Tehfhotus  (68  L.T.  Rep.  78),  Re  Gold  Company  (40  L.T. 
Rep.  5:  ti  ChJ).  719),  Kaye  v.  Croydon  Tramways  Com- 
pany (78  L.T.  Rep.  239;  (i8g8)  i  Ch,  358),  Tiessen  v. 
Henderson  (So  L.T.  Rep.  483;  (1899)  i  Ch.  861);  Buck-ley, 
Company  Law,  p.  449. 

Macnaghten,  K.C.,  and  Draper,  for  the  voluntary 
liquidator  and  the  creditors  opposing  the  petition :  The 
petitioner  would  have  to  show  thai  by  a  winding-up  a 
benefit  would  be  conferred  upon  him  or  upon  the  share- 
holders. The  petition  was  only  supported  by  shar^olders 
whose  holddngs  were  between  ;^a8,ooo  and  ;^3o,ooo,  whilst 
it  was  opposed  by  shareholders  to  the  extent  of  ;£i66,ooo. 
It  was  asserted  that  ;^4o,ooo  of  these  shares  were  under 
the  control  of  Mr.  Seear,  but,  even  when  these  were 
deducted,  there  was  an  enormous  preponderance  in  favour 
of  the  voluntary  winding-up,  and  therefore  opposed  to  the 
pedtSoner.  But  the  main  point  of  the  case  was  this,  that 
by  an  agreement  dated  the  rst  August  1906  the  company 
had  sold  the  whole  of  its  assets  to  the  new  company,  and 
these  assets  woold  include  all  claims  for  misfeasance,  if 
there  were  any,  against  Mr.  Seear.  They  referred  to 
He  Farltgate  Wagon  Works  Company  (44  L.T.  Rep.  901  ; 
17  Ch.D.  934)  and  Wood  v.  Woodhouse,  Lim.  (1896,  W.N.  4). 
Kven  assuming,  therefore,  Uiat  there  was  any  substance 
in  the  charges  made,  the  benefit  of  any  claim  made  would 
go,  not  to  the  petitioner  or  to  the  shareholders  of  the  old 
company,  but  to  the  new  company,  and,  consequently,  it 
was  impossible  for  the  petitioner  to  show,  as  he  must  do 
in  ofder  to  succeed,  that  the  winding-up  would  confer  a 
benefit  upon  him.  In  the  case  of  National  Company  for 
the  Distribution  of  Eleelricity  [ubi  sup),  to  which  attention 
had  been  called,  although  the  Court  was  satisfied  that 
some  of  the  allegations  made  had  been  proved  and  things 
had  been  done  which  it  considered  improper,  yet  it  said 
that  it  would  be  slow  to  exercise  its  discretionary  Jurisdic- 
tion unless  it  could  be  clearly  shown  that  some  benefit 
would  accrue  to  the  petitioner.  The  judgment  in  that  case 


had  been  followed  in  an  unreported  case  of  Re  Jbo  Invest- 
ment, Lim.  They  submitted  that  there  was  not  any  case  of 
real  suspicion  made  ont  by  the  petitioner. 

Bramwell  Davis,  K.C.,  and  Wells,  for  shardiolders 
opposing  the  petition :  They  pointed  out  that  the  fact  that 
the  shareholders  were  resident  in  all  parts  of  the  country 
rendered  it  impossible  for  them  to  be  controlled  by 
Mr.  Seear. 

Langdon,  K.C.,  in  reply :  Assuming  that  there  had  been 
fraud  on  the  part  of  the  directors,  the  proposition  of  those 
who  opposed  the  petition  amounted  to  this— that  Mr.  Seear 
and  the  directors  of  the  new  company  would  have  to  bring 
an  action  for  dami^es  against  Mr.  Seear  as  a  director  of 
the  old  company.  The  situation  was  most  ludicrous.  He 
cited,  further,  Re  Gutia  Percha  Corporation  (83  L.T.  Rep. 
401 ;  (1900)  2  Ch.  665). 

Cur.  advt  vutt. 

JUDGMENT. 

Bargrave  Deane,  J. :  Although  I  had  practically  made  up 
my  mind  upon  this  case  at  the  hearing,  I  thought  it  better 
to  give  my  judgment  later,  and  so  have  more  time  to 
consider  the  various  points  raised.  This  is  a  petition  on 
the  part  of  Mr.  Lindley  asking  that  the  Goldfields  of 
Matabeleland.  Lim.,  shall  be  wound  up  by  the  Court.  The 
company  was  incorporated  on  the  19th  April  1895,  ^th  a 
capital  of  ;^5oo,ooo,  divided  into  500,000  shares  of  £t  each. 
Of  these  shares,  404,789  were  fully  paid  up.  By  the 
memorandum  of  association  of  the  ccxDpany  the  roistered 
office  was  to  be  situated  in  England.  It  is,  then,  most 
important  to  consider  what  were  the  objects  of  the  com- 
pany. By  clause  3  (a)  of  the  memorandum  these  are  stated 
to  be  "To  purchase,  take  on  lease,  or  otherwise  acquire 
"  freehold  and  other  farms,  properties,  mines  and  mineral 
'properties,  and  also  grants,  concessions,  leases,  claims, 
"licences,  ot  auftorities  of  or  over  mines,  land,  mineral 
'propraties,  water  and  other  rights  in  Africa  or  elsewhere, 
"either  absolutely,  optionally,  or  conditionally,  and  either 
"solely  or  jointly  with  others,"  and  by  clause  3  {p)  the 
company  was  empowered  "To  buy  or  otherwise  acquire, 
"issue,  place,  or  sell,  or  otherwise  deal  in  stocks,  shares 
"bonds,  debentures,  and  securities  of  all  kinds,  and  to  give 
"any  guarantee  or  security  in  relation  thereto,  or  otber- 
"  wise."  I  have  not  myself  had  very  great  experience  of 
these  kinds  of  companies,  but  it  is  difficult  for  me  to  con- 
ceive of  powers  conferred  in  wider  terms  than  by  this 
memorandum.  The  company  continued  to  cany  on  its 
work  until  August  of  the  present  year.  Then  the  trouble 
began,  and,  as  a  result,  one  of  the  shareholders,  the 
petitioner  in  this  case,  being  dissatisfied  with  the  conduct 
of  the  directors  of  the  company,  presented  this  winding-up 
petition.  At  the  time  of  the  formation  of  the  company 
there  were  two  managing  directors,  Mr.  Maund  and  Mr. 
Seear.    The  former  died^^some  time^ago,  .and  Jiir.  Seear 
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bocame  the  sole  nuuiaging  director.  Tbete  is  one  matter, 
first  of  all,  to  clear  away.  It  is  raised  in  the  petition,  but 
there  was  very  little  reference  made  to  it  in  the  ai:gumeat 
by  the  potitianer's  counsel.  It  is  alleged  that  the  directors 
distributed  amongst  themselves  a  larger  amount  out  of  the 
assets  of  the  company  tiian  they  were  entitled  to.  I  do  not 
think  thai  there  is  any  substantial  foundation  for  such  an 
allegation.  Another  matter  wbich  seems  to  have  had  con- 
siderable effect  upon  Mr.  Llndley  and  his  judgment  is  the 
fact  that  he  found  that  a  laige  number  of  mining  com- 
panies had  offices  in  the  same  building  as  that  in  which 
the  registered  office  of  this  company  was  situated. 
Although,  as  I  have  said,  I  do  not  know  much  about 
mining  companies,  I  suppose  that  the  majority  of  people 
have  some  knowledge  of  this,  that  these  mining  companies 
do  congregate  together,  and  in  some  cases  actually  share 
the  same  office.  It  is  further  stated  that  the  directors  of 
the  company  owned  shares  in  and  were  actually  directors 
of  these  other  companies.  I  do  not  imagdne  that  that  is  a 
state  of  things  altogether  unknown  in  the  mining  world. 
As  I  have  said,  the  company  carried  on  business  up  to 
Ai^st  last,  but  I  have  only  been  supplied  with  annual 
reports  for  1904  and  1905.  On  an  examtnatioii  of  the  report 
for  1904,  I  find  that  the  auditors  announced  that  there  had 
been  a  considerable  loss,  and  it  is  evident  that  the  shares 
of  the  company  had  considerably  depreciated  in  value. 
From  the  report  of  1905  it  appears  that  there  was  still  a 
loss,  though  this  loss  was  less  heavy  than  in  the  preceding 
year.  Therefore  for  two  years  the  shareholders  were 
informed  that  their  property  had  seriously  fallen  in  value. 
Of  course,  everyone  is  aware  that  during  the  last  two  years 
there  has  been  a  heavy  fall  in  all  South  African  securities. 
On  the  ist  August  1906  a  notice  was  sent  out  convening  a 
meeting  for  the  9th  August.  A  resolution  for  the  voluntary 
winding-up  of  the  company  was  submitted  to  the  meet- 
ing. A  poll  was  demanded,  bnt  the  resolution  was  carried 
by  an  overwhelming  majority,  and  was  confirmed  at  a  sub- 
sequent meeting.  Mr.  Lindley  was  dissatisfied  with  the 
proceedings,  and  on  the  a9th  August  the  present  petition,  to 
wind  up  the  company  by  the  Court  was  presented.  Now, 
the  onus  is  laid  upon  the  petitioner  to  satisfy  me  as  to  two 
things  before  he  can  expect  me  to  make  a  winding-up 
order.  In  the  first  place,  he  must  show  me  that  it  will  be 
an  advantage  to  him  to  have  the  company  wound  up  by 
the  Court ;  and,  secondly,  he  must  satisfy  me  tiiat, 
altboi^h  there  is  no  direct  allegation  of  fraud,  at  least 
there  is  grave  suspicion  of  it  under  the  circumstances. 
Now,  what  does  he  allege?  In  paragraph  29  it  is  stated : 
"  In  1903  the  company  held  more  than  22,000  shares  in  the 
"Scottish  Mashonaland  Gold  Mining  Company,  Lim., 
"  which  owned  cert»n  mineral  deposits  known  as  Banket 
"  Reefs  in  Rhodesia.  The  said  John  Seear  and  the 
"  Rhodesia  Exploration  and  Development  Company,  Lim., 


"  discovered  that,  contrary  to  the  then  prevuling  general 
''o|>iui3n,  these  reefs  were  extremely  valuable,  and  shortly 
"  after  such  discovery,  and  without  disclosing  the  same  to 
"the  company,  the  said  John  Seeai  and  his  co-directors 
"sold  18,500  of  the  company's  shares  to  the  Scottish 
"Mashonaland  Gold  Mining  Company,  Lim.,  at  a  gross 
"  undervalue,  to  the  Rhodesia  lExploration  and  Develop- 
"ment  Company,  Lim.,  or  to  some  other  company  or 
"person  in  a  fiduciary  relationship  to  the  company.  The 
"company  has  lost  a  very  large  sum  by  this  transaction, 
"and  proceedings  ought  to  be  taken  in  respect  thereof. 
"  About  the  same  time  a  number  of  similar  shares  belong- 
"ing  to  another  company  of  which  the  said  John  Seear  had 
"recently  been  a  director  were  sold  under  similar  circum- 
"  stances,  and  such  other  company  has  enforced  payment 
"of  ;^3o,ooo  or  thereabouts  by  way  of  damages  or  com- 
"pensation  for  such  transaction."  In  reply  to  this,  Mr, 
Seear  has  sta>ted  in  his  affidavit  that  no  information  bad 
been  received  by  him,  or,  as  far  as  he  knows,  by  any  other 
person,  that  any  engineer  considered  fliat  these  deposits 
existed  uniil  1904,  and  that  at  the  time  of  the  sale  of  the 
shares  of  the  Scottish  Company  he  had  no  knowledge  that 
these  cla  were  of  any  particular  value.  He  denies  that 
the  company's  shares  have  been  sold  at  a  gross  under- 
value. The  average  price  received  for  the  whole  of  the 
shares  was  19s.  6^d.  Since  the  sale  they  have  been  as 
low  as  los.,  and  at  the  present  moment  they  stand  at 
12s.  6d.  At  the  time  of  the  sale  there  was,  in  fact,  no 
market  in  them.  There  is  an  allegation  and  also  an 
answer— «ach  good  until  contradicted.  I  can  only  say  that 
I  am  of  opinion  that  Mr.  Lindley  is  certainly  under  a  mis- 
apprehension as  to  matters  referred  to  as  having  taken 
place  in,  1903,  and  that  what  did,  in  fact,  take  place  hap- 
pened at  a  later  period.  I  will  not  waste  time  by  going 
through  all  the  statements.  They  are  all  statements  of 
fact,  and  the  whole  are  denied  by  Mr.  Seear  on  oath.  There 
is  one  other  matter  alleged  in  the  petition  as  amended. 
It  is  stated  that  a  Mr,  Simpson  has  been  appointed  as 
liquidator  of  the  company  in  the  voluntary  winding-up, 
and  that  this  gentleman  is  the  secretary  of  the  company, 
and  also  that  he  is,  or  has  been,  the  secretary  of,  or  a 
substantial  ^areholder  in,  some  of  the  other  companies 
controlled  by  Mr.  Seear.  Mr.  Simpson  himself  has  dealt 
with  this  allegation  in  his  affidavit.  He  says  that  he  is 
not,  and  never  has  been,  a  substantial  shareholder  in  his 
own  right  in  any  company  of  which  Mr.  Seear  is  a  director, 
and  that  his  total  holding  of  shares  in  any  company  in  any 
way  connected  with  the  offices  in  which  the  offices  of  the 
Goldfields  Company  are  located  is  less  than  550,  and  that 
these  are  held  in  ccmipanies  other  than  those  in  which 
Mr.  Seear  is  a  director.  He  goes  on  to  say  that  he  has 
never  been  concerned  personally  as  a  shareholder  in  the 
Exploration  Company,  although  it  is  possible  that  some 
shares  may  have  been  registered  in  his  name.  I  merely 
quote  this  particular  matter  as  an  instance  that,  although 
Mr.  Lindley  is  most  probably  thoroughly  honest  in  all  the 
statements  he  has  made,  be  is  manifestly  wronglvJnformed 
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as  to  certain  of  the  things  wUch  he  alleges.  '  The  petition 
does  not  raise  any  allegation  of  fraud,  but  there  is  a  charge 
of  grave  suspicion.  I  can  only  say  that  the  petitioner  has 
altogether  failed  to  convince  me  that  there  is  any  ground 
for  such  suspicion.  How,  then,  am  I  to  arrive  af  a  con- 
clusion as  to  wiiether  a  compulsory  winding-up  will  be  of 
benefit  to  the  petitioner?  It  is  said  that  a  better 
opportunity  will  be  afforded  of  realising  the  assets.  What 
is  the  best  test  that  I  can  apply  ?  Surely  it  is  the  expressed 
opinion  of  the  overwhelming  majority  of  the  shareholders 
and^  the  creditors,  and  they  are  in,  favour  of  voluntary 
liquidation.  It  is  very  clear  that  they  have  never  had  any 
suspicion  that  the  affairs  of  the  company  were  in  an 
unsatisfactory  state,  and  that  they  have  believed  the 
directors  have  been  doing  their  best  for  the  benefit  of  all 
concerned.  One  knows  that  when  a  company  is  unsuc- 
cessful there  are  always  a  certeiin  number  of  people  who 
raise  a  cry  of  fraud,  biit  in  the  present  instance  the  vast 
majority  are  perfectly  satisfied  that  no  kind  of  fraud  exists. 
Of  course,  the  opinion  of  the  shareholders  is  not  binding 
upon  me,  but  it  is  very  valuable  in  assisting  me  to  arrive 
at  a  decision.  The  petitioner  has  failed,  as  I  have  already 
said,  to  satisfy  me  that  there  is  any  ground  for  suspicion, 
and  I  am  clearly  of  opinion  that  it  is  in  the  best  interests 
of  all  concerned  that  the  company  should  be  wound  up 
voluntarily.  The  petition,  therefore,  will  be  dismissed 
with  costs. 

(L.T.  546.) 


VACATION  COURT. 
October  17. 
(Before  Bargrave  Deank,  J.) 
Rt  J.  H.  Selkirk,  Urn.  (Petition  of  Associated 
Newspapers,  Llm.)* 
Company— WittdiHg-vp—VoluHtary  Winding-up  Ptuding— Benefit 
to  Creditors. 

Petition  by  creditors  to  wind  up  the  respondent  company. 
It  appeared  fnim  the  petition  and  afiidavita  that  the  com- 
pany was  registered  on  the  30th  September  1905,  with  a 
capital  of  ^^4,000  in  shares  of  £1  each.  Of  these  3,300 
had  been  issued,  2,294  being  held  by  a  Mr.  Selkirk,  who 
was  the  promoter  and  vendor  and  also  the  sole  director 
and  manager  of  the  company.  Mr.  Selkirk's  business,  said 
to  the  company  and  carried  on  by  them,  was  that  of  adver- 
tising agents,  and  the  debt  of  tlie  petitioning  creditors, 
Associated  Newspapers,  Lim.,  which  amounted  to  ^£603, 
was  the  amount  of  a  judgment  with  costs  obtained  by  them 
against  the  respondent  company  in  respect  of  advertise- 
ments inserted  in  their  newspapers  by  them  and  not  paid 
for.  On  the  24th  of  September  last  the  respondents'  regis- 
tered office  was  closed,  and  a  notice  affixed  thereto  referred 
inquirers  to  a  certain  gentleman  whose  name  and  addiess 
was  given,  but  who  at  the  time  was  abroad.  On  the  27th 
of  September  a  resolution  was  passed  to  wind  up  the  com- 
pany voluntarily,  the  above  gentleman  being  made 
liquidator.  On  the  jist  of  July  previous  a  mortgage  of 
all  its  property,  including  the  uncalled  capital,  was  granted 
by  the  company  to  Mr.  Selkirk  to  secure  a  sum  of  ;^S,i8S 


alleged  to  be  due  from  it  to  him.  Hie  company  was 
insolvent.  It  was  contended  on  behalf  of  the  petitioners tiiat 

the  granting  of  the  mortgage  amounted  to  a  fraudulent  pre- 
ference of  Mr.  Selkirk  to  other  creditors,  and  was  therefore 
void,  and  that  the  resolution  to  wind  up  voluntarily  was 
not  passed  bond  fide,  but  in  order  to  defeat  the  company's 
creditors,  and  that  as  the  control  of  the  winding-up  would 
in  effect  be  in  the  hands  of  Mr.  Selkirk,  the  creditors  would 
be  injured.   This  petition  was  supported  by  creditors  for 
£2,000.    The  following  passage  from  the  judgment  of 
Lindley,  L.J.,  ia  Re  National  Debenture  and  Asseii  Cor- 
poration (1891,  a  Ch.,  at  p.  518),  was  read:  "It  comes, 
"therefore,  now  to  the  simple  question  of  whether  it  is 
■"necessary  and  proper  for  the  protection  of  the  creditors 
"to  make  a  compulsory  winding-up  order  instead  of  con- 
"  tinning  the  supervision  order.   .   .   .   The  company  is  a 
"curious  company,  there  is  a  great  deal  to  be  found  out, 
"  and  the  powers  of  the  Court,  especially  now  since  the 
''modifications  which  have  been  made  by  last  year's  Act 
"  (the  Companies  (Winding-up)  Act,  1890),  to  inqnire  into 
"tricks  or  malpractices  under  a  compulsory  order,  are  very 
"considerably  larger  than  they  are  under  a  voluntaiy 
winding'Up.    Under  the  circumstances  the  creditors  are 
"entitled,  in  my  opinion,  to  have  a  compulsory  order." 
The  voluntary  winding-up  was  no  bar  to  the  order  asked 
for  if  the  general  body  of  creditors  desired  it,  although  no 
one  of  them  could  prove  that  the  voluntary  winding-up 
prejudiced  him  {Re  Bishop  &•  Sons,  Lim.,  1900,  2  Ch.  255), 
and  here  the  great  bulk  of  the  creditors  supported  the 
petition.   On  behalf  of  the  respondents  it  was  contended 
that  the  petition,  was  opposed  by  ordinary  trade  creditors 
to  the  amount  of  £800,  and  that  consequently  this  was 
merely  a  question  as  between  two  sets  of  creditors  as  to 
the  way  in  which  the  winding-up  should  be  conducted. 
N'othing  could  be  obtained  under  a  compulsory  winding- 
up  that  could  not  be  obtained  in  the  voluntary  winding- 
up.    It  was  admitted  that  the  granting  of  the  mortgage 
constituted    a    fraudulent    preference,    but    any  money 
improperly  taken  could   be   recovered   in  the  pending 
winding-up.    The  case  of  Rc  Bishop  iSr^  Sons,  Lim.,  was  a 
different  case  from  the  present  one,  for  there  90  per  cent, 
of  the  creditors  supported  the  petition,  while  a  much 
.smaller  proportion  did  so  in  this  case.   Under  section  145 
of  the  Companies  Act,  1863,  a  petitioner  had  to  show  that 
his  rights  would  be  prejudiced  by  a  voluntary  winding-up, 
but  no  evidence  to  that  effect  was  given  in  this  case. 

JUDGMENT. 

llargrave  Deane,  J.,  said  he  would  not  call  on  the 
petitioner  for  a  i«ply-  The  present  case  seemed  to  him 
one  of  th«ise  cases  in  whidi  there  should  be  a  compulsory 
r.rder.  When  he  found  that  the  company  started  with  a 
capital  of  ^^4,000 ;  that  Mr.  Selkirk,  the  promoter,  held  the 
majority  of  the  shares  which  had  been  issued,  and  that  the 
whole  of  the  assets  of  the  company,  including  the  uncalled 
capital,  had  been  granted  to  hdm,  it  seemed  to  him  that  it 
was  a  case  of  the  greatest  suspicion.  There  must  be  the 
usual  order  to  wind  up. 

(sB,|T^e§^VGoogIe 
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Xaw  Veports. 
Administrations. 

COURT  OF  APPEAL. 
October  39. 
(Before  Vaughan  Williams,  Moultok,  end 
BVCKLIT,  L.JJ.) 

In  ft  SainsoD ;  RobMns  v.  Alexander. 

Exitutor — Right  of  Prtferena — Spuialfy  Criditors — SimpU 
Contract  Crtditors — Administration  of  Estates  Act,  1869 
{Hindi Palmtr's  Act)  (32  £•  33  Vitt.  e.  46),  1,  i. 

Appeal  from  decision  of  Joyce,  J. 

The  plaintifis  were  specialty  creditors  of  the  testator 
noder  an  indenture  of  mortgage.  The  testator's  estate 
was  insoWeat.  The  defendants,  who  were  tiie  ezecators 
of  the  testator,  had  paid  nmple  contract  craditors  of  the 
testator  in  full  before  the  conimencement  of  the  present 
administration  action,  and  the  assets  remaining  were 
insufficient  to  pay  the  amount  due  to  the  plaintifis  under 
their  special^  debt. 

Hie  plaintiffs  claimed  that  the  defendants  were  not 
entitled  to  prefer  simple  contract  debts  to  the  plaintiffs' 
specialty  debt,  and  relied  on  in  rt  Hankey ;  Cunliffe  Smith 
V.  Hankey  (68  L.J.  Rep.  Ch.  342 ;  L.R.  (1899)  i  Ch.  541). 

Joyce.  jr.>  followed  that  case  and  refused  to  follow  In  rt 
Orsmand;  Drmry  v.  Ormond  {58  L.T.  a4)>  uid  made  a 
declaration  accordingly. 

The  defendants  appealed. 

JUDGMENT. 

Their  Ixirdahips  allowed  tlie  appeal,  holding  that  the 
effect  of  Hinde  Palmer's  Act  was  to  place  qwcialty  and 
simple  contract  creditors  on  an  equal  footing,  and  that 
the  executors  were  entitled  to  prefer  simple  contract 
creditors  and  not  bound  to  refund  assets  which  they  had 
paid  away  to  such  creditors  before  providing  for  the 
special^  debt. 

Appeal  allowed. 

(L.J.  700.) 


CHANCERY  DIVISION. 
November  6. 
(Before  Kkswich,  J.) 
In  n  M'Clartfs  TnuU;  Carr  v.  The  Commercial 
Ualoa  Assurance  Company. 
Tnumt-for-lA^  and  Rimaindtrmin — O^tat  or  Ineomt— 
LtauhtU  Hontn-^'  Ontgoingt  "•~E*fmsu  of  CmftlUng 
TKumts  to  Ripair—NotUt  of  DilafidatieM. 
Adjourned  sum  moos. 

The  trustees  of  a  marriage  settlement  of  1874  found  it 
necessary  to  compel  the  tenants  of  the  trust  pxemisest  who 
wars  under  covenant  to  nptaXt  to  fulfil  tiidx  obligatims. 
With  this  object  the  trustees  had  &e  property  snrreyed 


and  served  on  the  tenants  notices  of  dilapidations.  The 
tenants  thereupon  did  the  repairs.  The  trustees  called 
upon  the  tenant-for-life  to  pay  the  expenses  incurred  by  the 
trustees  in  compiling  the  tenants  to  xspaii,  wtiicb 
amounted  to  ^>ont  £aoo.  This  the  tenant-for-life  refused 
to  do ;  and  this  summons  was  taken  out  to  detecmine  how 
these  costs  were  to  be  paid  as  between  the  tenant-for-life 
and  xemaindenneo. 

jmiGlIBVT. 

Ketewich,  J.,  said  the  question  was  how  the  costs 
inconed  in  compelling  the  tenants  to  repair  were  to  be 
borne  as  between  the  tenant-for-life  and  remaindermen. 
The  tenant-for-life  was  under  no  obligation  to  repair,  nor 
were  the  remaindermen ;  but  these  rapenses  must  be  bonie 
by  either  or  both.  It  was  argued  that  they  ought  to  be 
paid  out  of  income,  because  the  tenant-for-life  was  only 
to  receive  the  net  rents  and  profits  after  payment  of  out- 
C^ings,  and  that  these  expenses  were  "outgoings."  If  the 
trustees  had  done  the  repairs,  that  might  be  so.  But  they 
did  not  do  the  repairs,  they  only  compelled  the  tenants 
to  do  them,  and  they  now  asked  how  the  costs  were  to  be 
borne.  The  principle  was  stated  in  In  rt  Holchkys ;  Frtkt 
Calmady  (1886,  55  L.J.  Rep.  Ch.  546;  L.R.  33  Ch.  D.  408) 
that  the  burthen  is  not  to  be  thrown  wholly  npon  either, 
but  that  a  fair  proportion  is  to  be  borne  by  both.  These 
coats  were  not  "  outgoings,"  but  were  expenses  incurred  for 
the  benefit  of  the  property.  A  fair  proportion  ought  to  be 
borne  both  hj  the  tenant-for-life  and  remaindezmen,  and 
that  could  be  effected  a  mortgage  of  the  property  to 
raise  the  amounL 

(I,.J.  717.) 


Bankruptcies  and  Insotvencies, 

KING'S  BENCH  DIVISION. 
October  39. 
(Before  Bioham,  J.) 
R$  Ijuanu;  $x  forte  Trustee  v.  Kadlsh. 
Stction  48,  Bankruptcy  Act,  \S&i—FrttudtiU*t  Preferenci. 
Motion  by  trustee  of  estate  against  L.  Kadish,  father-in- 
law  erf  the  bankrupt,  for  a  declaration  that  four  payments 
made  by  the  bankrupt  to  him  within  three  months  of  tiie 
bankruptcy  constitated  a  frandulent  preference. 

The  material  date — i.e.,  the  presentation  of  the  petition 
— was  ^  31st  of  August  1905,  and  the  payments  sought 
to  be  set  aside  were  made  in  tike  preceding  months  of  June. 
Juty,  and  August. 

Yrom  tfie  evidence  adduced  on  bdialf  of  the  trustee,  it 
appeared  that  in  1904  the  debtor  executed  an  ante  nuptial 
settlemoit,  under  irtiich  he  covenanted  to  pay  jfitooo  on 
The  tnirt.es  the^^^^f0^(Op§).^  L. 


demaod. 

Kodieh,  issued  a  writ  for  that^sum  on  the  4^1 
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mod,  ai  the  debtor  did  not  pot  in  an  appearance,  jndgment 
was  ligned  against  him.  He  did,  however,  enter  an 
appearance  to  a  writ  issued  by  a  trade  CFoditor  for  £*3l^ 
on  the  same  day.  The  sherifi  eventaally  sold  the  debtor's 
goods  on  behalf  of  tlie  trustees  of  the  marriage  settlement, 
although  the  proceeds  of  sale  had  to  be  handed  ow 
through  bankmptqr  proceedii^  having  been  started  by 
another  creditor.  Counsel  contended  that  he  had  shown 
that  the  debtor,  being  insolvent  at  the  time,  had  given 
sufficient  evidence  of  his  intisntion  to  prefer  to  bring  the 
case  within  LamrU  ;  tx  p^t  Grten  {$Qi  Manson,  48). 

The  respondent,  who  was  represented  by  counsel,  then 
gave  evidence  and  was  cross-examined.*  He  handed  in  a 
Cash  Account  to  show  that  the  payments  In  question  were 
made  In  the  ordinaiy  way  of  busin«s,  and  submitted  that 
no  dominant  view  to  prefer  had  been  established  {Ex  parte 
Hilt;  rt  Bird,  23  Ch.  695). 

JUDGMENT. 

Mr.  Justice  Bi^am  said  that  ifae  trustee  had  to  satisfy 
him  that  the  case  came  within  Section  48,  and  this  he  bon- 
sidered  he  had  failed  to  do.  There  were  strong  grounds 
for  suspicion,  but  somethii^  more  than  that  was  required. 
The  motion  was  ther^bre  dismissed  with  costs. 

(Reported  by  W.  H.  Terry,  Esq.,  Barrister-at-Law.) 


Company  Law. 


CHANCERY  DIVISION. 
October  31. 
(Before  Neville,  J.) 
Noakes  v.  NoakeA  &  Co.,  Um. 

D^mtum—Tnut  Dtti—Powtr  to  I»mt  m  Lienaid  Prtptrty— 
Public  Hcuu — RtJuuU  to  Rmuw  Lic$iKi — Comptiuatiom— 
InvtstHunt. 

Adjourned  summons. 

The  defeodants  were  brewers  carrying  on  business  as  a 
limited  company  in  Bermondsey.  The  plaintiffs  were  the 
trustees  of  a  trust  deed  on  bdialf  of  the  debenture  stock 

holders  in  the  defendant  con^>any. 

Fart  of  the  properQr  comprised  in  the  trust  deed  con- 
sisted of  the  "Swan"  beer<4ionse,  in  St.  Giles*,  Camber- 
well.  The  licensing  authori^,  in  pursuance  of  the  power 
conferred  upon  them  by  the  licensing  Act,  1904 
(4  Edw.  VII.  c.  33),  had  recently  refused  to  renew  the 
licence  of  liiese  premises,  and  had  paid  the  defendant  com- 
pany £*JSi3  by  way  of  compensation  for  such  r«fusaL 

Qause  ao  of  the  trust  deed  gave  power  to  the  trustees, 
application  of  the  company,  before  the  security  became 


enforceable,  (7)  to  aetde,  adjust,  refer  to  arbitration,  com- 
promise, and  arrange  all  accoonts,  questions,  claims,  Ac, 
pending  with  regard  to  the  mor^aged  premises; 
(9)  generally  to  act  in  relation  to  the  mortgaged  premises 
in  such  manner  as  they  might  think  ei^iedient  in  the 
interest  of  the  diareholdsrs. 

Clause  21  provided  for  the  application  of  capital  money 
arising  under  clause  so  in  the  purchase  of  other  licensed 
premises,  and  tot  other  purposes. 

■The  present  summons  asked  (i)  whether  the  tmstees 
were  entitled  to  a  specific  charge  on  the  compensation 
money  of  ;£'2,8i3 ;  and  (2}  whether,  if  feey  were  so 
entitled,  they  would  be  Justified,  by  virtue  of  sub-clauses 
(7)  and  (9)  Of  'clauae  20  and  of  ctanse  21  of  thdr  trust  deed, 
in  implying  the  said' sum.  in  the  purchase  of  new  licensed 
[mmises. 

It  is  sud  that  the  danses  in  question  are  "ctnnnion- 
form"- clauses  in  debenture  trust  deeds  of  the  kind  now  in 
qnestion. 

C.  E.  E.  Jenkins,  K.C.,  and  C.  Bathurst,  f<x  ibe  sum- 
mons, submitted  {ij  that  it  .had  already  been  decided  that 
the  compensation  money  in  a  case  like  this  formed  part  of 
the  property  subject  to  the  debenture  trust  deed  {The 
Law.  Guarantee  and  Trust  Society^  Lim.  v.  Tkt  lUitekam  and 
Chtim  Brewery  Company,  Lim,,  1906,  75  L.J.  Rep.  Ch.  556  ; 
L.R.  1906,  3  Ch.  98) ;  (3)  that  the  tmstees  were  entitled 
under  the  provisions  of  clause  so,  subclauses  (7)  and  (9), 
and  clatise  ai  of  the  trust  deed,.to  invest  this  money  in  the 
purchase  of  new  licensed  premises. 

JUDCMEKT. 

Neville,  J.,  said  that  he  thought  that  the  trustees  were 
vUitled,  having  reference  to  the  clauses  in  question,  to 
invest  the  compensation  money  in  fresh  licMised  premises. 

(L.J.  719.) 


CHANCERY  DIVISION. 

October  36. 
(Before  Wauihotom,  J.) 
Hinds  V.  Bneaos  Ayre«  Qraad  National  Tramwiqrs 
Company,  Um. 
Campanf—Paymmt  out  of  Rnmu  or  Capital— Imttrta  o» 
DAmtum—Moiuf  Borrowtd  for  Purpott  of  Coiutmetiom — 
Ultrd  Vint. 

This  was  a  motiod'  in  an  action  brou^t  by  a  shareholder 
in  the  defendant  company  for  a  declaration  that 
interest  payable  on  Certain  conversion  debenture  stock 
issued  by  the  company  to  provide  funds  for  the  conversion 
of  their  horse  tramsways  into  electric  traction  tramways 
should  not  be  treated  as  part  of  the  cost  of  such  convar> 
slon,  nor  be  chained  to  Capital  Acrauiff,  hut  bcjuid  only 
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oat  of  zeveouo ;  and  asUog  for  an  injunction  to  restrain 
the  compaay  from  paying  the  interest  payable  on  certain 
other  debenture  stock  issued  by  the  company,  unless  to 
the  extent  that  profits  existed  after  computing  them  in 
accordance  with  the  above  declaration.  The  defendant 
company  was  formed  nnder  the  Companies  Acta  in  1S89, 
for  the  object  (among  others)  of  constructing,  acquiring, 
and  carrying  on  tramways.  It  had  a  capital  of  over  a 
million  pounds  in  shares,  and  had  issued,  besides  the 
conversion  debenture  stock,  other  debenture  stock,  the 
interest  upon  which  was  by  the  terms  of  the  debentores 
payable  exclusively  out  of  the  profits,  if  any,  of  the  com- 
pany for  that  year.  In  rgoo  the  company  had  entered  into 
an  agreement  with,  another  tramways  company  to  take  a 
lease  of  the  system  of  this  other  company  and  pay  them  a 
certain  proportion  of  their  {mifits,  and  the  two  companies 
had  agreed  to  convert  their  systems  to  electric  traction 
tramways,  and  for  each  company  to  issue  conversion  bonds 
of  a  certain  amount  and  for  the  payment  of  the  interest  on 
the  bonds  out  of  the  proceeds  during  the  period  of  con- 
ver^on.  The  defendant  company  had  accordingly  issued 
conversion  debenture  stock  upon  the  terms  that  the  company 
shoald  have  power  for  the  first  two  years  after  issue  to  pay 
the  interest  oat  of  the  proceeds  of  the  stock.  Part  of  the 
conversioD  of  the  lines  having  been  effected,  and  the 
directors  of  the  company  having  ascertained  that  the 
average  cost  of  conversion  was  approximately  ;^io,ooo  per 
mile,  resolved  to  treat  the  interest  on  the  stock  as  part  of 
the  cost  of  construction,  and  as  being  chargeable  to  Capital 
Account  as  from  the  date  when  such  interest  was  due  to 
the  date  when  each  mile  of  the  track  was  completed.  The 
plaintiff,  considering  that  this  coarse  was  uUra  vires,  and 
was  prejudicial  to  the  interests  of  the  shareholders, 
brought  this  action,  and  now  moved  for  an  interim 
injunction. 

JUDGUEKT. 

Warrington,  J. :  The  question  is  whether  the  interest  on 
the  money  borrowed  by  the  company  expressly  for  a  pur- 
pose of  conversion  of  Ibeir  lines,  whidi  may  be  called  a 
purpose  of  construction,  is  the  same  thing  as  money  bor- 
rowed for  construction.  The  directors  propose  to  treat 
this  iotwest  as  part  of  the  cost  of  construction.  Is  there 
anything  which  compels  them  to  charge  it  to  Rerenne 
Account?  It  is  not  contended  that  there  is  any  statute 
regulating  joint-stock  companies  which  in  terms  compels 
them  to  do  this.  Nor  is  there  any  contractual  obligation 
of  this  kind  in  any  document  regulating  the  constitution  of 
the  compaay.  Is  there  then,  independently  of  such  statutes 
■or  regalatioDS,  any  rule  of  law  to  this  ^bct?  In  my 
-opinion  there  is  not.  The  principle  regulating  these  quea- 
-tions  is  expressed  by  Lord  Macnaghten  in  Jamaica  Hail- 
way  Co.  V.  Aitomty-Geiwal  (1893,  A.C.  127,  p.  136),  and 
ihe  same  idea  sppears  in  the  observations  of  Lindley. 
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L.J.J  in  Vermtr  v.  General  and  Commercial  Investment  Trust 

38  S.J.  384  ;  1894,  2  Ch.  339) — that  is  to  say,  in  the  absence 
of  any  express  prohibition  or  stipulation  you  must  con- 
sider what  commercial  men  acting  fairly  and  honestly 
would  do  in  the  conduct  of  their  business.  The  defendant 
company  are  creating  a  capital  asset  by  means  of  which 
they  hope  to  earn  profits,  and  instead  of  simply  emplojring 
a  contractor  to  find  the  nkoney  and  do  the  work,  they  do 
it  themselves,  and  find  the  money  by  borrowing  for  the 
special  purpose.  Whatever  is  sprat  per  mile — taking  it 
at  ;^io,ooo — is  borrowed  for  that  particular  purpose.  They 
are  entitled,  if  ithey  think  fit,  to  treat  as  the  cost  of  con- 
struction of  this  mile,  not  only  the  £  10,000,  but  also  the 
interest  payable  upon  it.  The  contention  of  the  plaintiff 
fails,  and  I  refuse  the  motion. 

With  the  consent  of  the  parties  the  motion  was  treated 
as  the  trial  of  the  action,  and  the  Court  declared  that, 
being  of  opinion  that  the  company  were  not  bound  to 
charge  the  interest  on  the  conversion  debentnre  stock 
daring  conversion  againat  revenue,  the  action  was 
dismissed. 

(51  S.J.  13.) 


Miscellaneous, 

CHANCERY  DIVISION. 
November  a. 
(Before  Famkeb,  J.) 

Reeve  v,  ^larsh. 

RtsttMHt  of  Tradt—Agremtnt  not  to  "Affect  the  Trade  or 
Busiiuss" — Sitting  up  Rival  Bustntss. 

This  was  the  trial  of  an  action  brought  by  Mr.  Edward 
Reeve,  carrying  on  business  as  a  coal  and  com  merchant, 
at  Nottingham  and  elsewhere,  as  Edward  Reeve  ft  Co., 
against  Mr.  Frederick  William  Uarsh,  to  restrain  the 
breach  of  an  ^reement  between  them  made  in  1901.  By 
this  agreement  the  defendant  was  engaged  as,  and  agreed 
to  be,  a  traveller  in  the  service  of  the  plaintiff  in  his  busi- 
ness at  Nottin|^iam.  Clause  7  of  the  agreement  was  as 
follows : — ^The  said  F.  W.  Manh  will  not  on  the  termina- 
"tion  of  this  eogagememt,  or  within  two  years  thereafter, 
"  without  the  consent  in  writing  of  the  said  E.  Reeve,  either 
**in  his  own  name  or  in  the  name  or  names  of  any  other 
"person  or  persons,  directly  or  indirectly,  interfere  with, 
"prejudice,  or  in  any  manner  affect  the  trade  or  business 
"  or  reputation  of  the  said  E.  Reeve,  and  will  not  solicit, 
"eitha  personally  or  by  or  through  any  other  person  or 
'persons  whomsoever,  tfae-^  tr^e^  .or^^^^^^^i^^n^^h'- 
'cnstomexs  or  connections  ot  ue^said^E^Reeve,  &oH 
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"wise  induco  them  etthor  to  remove  their  custom  from'  the 
"said  E.  Reeve  or  to  wofloj  bim  the  said  F.  W.  Matah  or 
"any  other  person  or  persona  instead  of  the  said  E. 
Keere."  The  defendant's  employment  came  to  an  end  at 
the  end  of  1905.  In  December  1905  he  repstered  a  hmited 
company  under  the  name  of  Fred  W.  Manh,  lam.,  of 
wfadch  he  was  managii^  director,  and  it  was  alleged  in 
the  present  action  that  ha  bad  broken  his  agreement  by 
soliciting  the  plaintiff's  cnstomevs  and  otherwise. 

judghekt. 

Mr.  Justice  Paricer,  in  giving  judgment,  said  that  the 
wording  of  the  clause  in  respect  of  which  breaches  were 
allied  was  sometrtiat  unusual.  The  statement  of  claim 
in  paragT^>h  5  alleged  certain  brewiies  in  the  following 
language  The  defendant  has,  in  breach  of  the  provision 
"of  the  said  agreement,  in  fact,  without  the  consent  of  the 
"plaintiff,  in.  his  own  name  or  in  the  name  of  the  said 
"limited  company,  directly  interfered  with,  prejudiced, 
"and  affected  the  business  of  the  plaintiff,  and  has 
"solicited  the  business  of  the  customers  of  the  plaintiff 
"and  otherwise  induced  th«ni  to  remove  their  custom  from 
"the  plaintiff,  and  to  employ  ihdm,  the  defendant,  or  the 
"  said  limited  coii4>anyi  instead  of  the  plaintiff."  In  other 
wordSj  there  was  an  allegation  of  the  breach  of  the  whole 
clause.  The  plaintiff  had  given  particulars  "of  when  and 
where  and  by  what  acts  the  defendant"  had  "interfered 
with,  prejudiced,  and  affected  "  the  plaintiff's  business, 
"tiie  names  and  addresses  of  the  customers  solicited,  with 
"dates,  and  the  means  1^  which  tihe  defendant  induced 
"such  customers  to  remove  their  custom  from  the  plaintiff 
"and  employ  the  defendaht,  with  dates,  referred  to  in 
"paragraph  5  of  the  claim,"  and  he  had  stated  the  names 
and  addretaes  of  certain  customers,  and,  giving  certain 
dates,  he  had  particularised  tbat  on  certain  dates,  at  the 
customers'  addresses,  tiiere  had  been  on  the  defendant's 
part,  "infoiming  customers  of  having  left  plaintiff's 
"employ  and  c(»nnwnced  business  on  his  own  account, 
"giving  hi*  address,  and  by  hii  course  of  dealing  aoUcitiog 
"the  customers'  orders."  On  the  evidence  it  was  quite 
clear  that  the  plaintiff's  case  as  to  the  defendant's  solicit- 
ing and  inducing  by  his  connrse  of  conduct  entirely  failed. 
The  defendant  had  done  nothing  actively  to  induce  people 
to  leave  the  plaintiff  and  come  to  him.  That  was  admitted 
in  reply.  On  the  evidence  it  was  absolutely  clear  that  so 
far  as  that  part  of  the  action  was  concerned,  it  failed,  and 
to  be  dismissed  with  cosU.  But  there  was  another 
polnttofaedeaKwilfa.  It  was  conteoded  in,  effect  that  the 
men  fact  of  the  defendant's  setting  up  a  similar  .business 
in  Nottii«ham  was  a  btewh  of  the  fint  part  of  tiie  clause. 


That  was  not  soUf^ting,  but  it  was  contended  that  supply- 
ing coals  to  tibe  pUsntifi's  fotmtt  custcuners  at  liuir 
nquest,  irtiatber  after  solicitation  or  not,  was  a  breach  d 
the  first  part  of  the  clause,  because  it  might  have  injured 
the  plaintifi  in  his  business.  Strictly  speaking,  that  was 
not  open  on  the  pleadings  and  particulars  as  they  stood, 
but  assuming  that  the  point  was  only  a  point  of  law  and 
that  any  necessary  amendment  was  allowed,  the  first  part 
of  the  clause  had  to  be  carefully  considered.  Had  the 
defendant,  directly  or  indirectly,  interfered  with,  pre- 
judiced, or  in  any  manner  affected  the  trade  or  bnsittess 
or  reputation  of  the  plaintiff?  Now  the  terms  used  were 
not  only  exceedingly  wide,  but  also  exceedingly  vague. 
They  did-  not  go  only  to  prejudicially  affecting,  but  affect- 
ing in 'any  way  whatsoever,  and,  although  his  Lordship 
did  not  intend  to  decide  the  case  on  that  ground,  there 
might  be  good  reasons  for  saying  that  the  claim  was  too 
vague  toJ}e  enforced.  There  appeared  to  be  no  reported 
case  on  the  point  except  Davits  v.  Davits  (36  Ch.D.  359) ; 
but  that  was  actually  decided  on  diffeient  grounds,  and 
what  was  said  the  Lords  Justices,  so  far  as  it  was 
applicable  tq  the  present  case,  was  really  more  in  the 
nature  of  dicta  than  decision.  In  the  coal  trade 
customers  ordered  their  coals  in  different  parts  of  the 
country,  and  if  one  dealer  got  a  reputation  and  others  did 
not  adopt  his  methods  and  prices  his  business  mi^t  com- 
pete with  and  prejudice  theirs.  So  it  would  seem  to  be 
within  the  clause  if  the  defendant  set  up  a  business  any- 
where which  interfered  with  the  plaintiff.  He  might  sat 
up  business  in  London,  and  people  might  go  to  him 
instead  of  to  the  place  in  London  or  Kottijigham  where 
the  plaintiff  carried  on  business.  It  could  not  be  said  that 
that  did  not  affect  the  plaintifTs  business,  and  the  clause 
seemed  to  be  so  wide  as  to  forUd  the  canying  on  of  a 
rival  busioMSS  anywhere,  although  his  Lordship  did  not 
decide  the  case  on  that  ground.  Another  ground  was  that 
the  claim  coold  not  be  construed  as  meaning  that  the 
defendant  was  not  to  set  up  a  rival  business.  The  danse 
seemed  to  mean  tlmt,  having  set  tq>  a  rival  business,  be 
was  not  himself  actively  to  do  anything  hy  solicitiDg  of 
puffing  his  own  business  to  the  disparagement  of  the  bnai- 
iwss  of  the  plaintiff.  But  supplying  people  ^lo  asked  for 
a  supply  was  not  wrong  merely  because  they  had  formerly 
been  the  plaintiff's  customers.  The  clause  seemed  to  point 
to  active  rather  than  indirect  interference.  Even  if 
amendment  were  allowed,  the  point  of  law  raised  was  na< 
a  good  one.  The  plaintiff  faSed,  and  lam  action  must  b» 
dismissed  with  costs. 

(aj  Timis  Lam  ntforts,  24.) 
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Accountancy  and  Auditing, 

JUDICIAL  COMMITTKE  OF  THE  PRIVY  COUNCIL. 
November  a. 

(Before  I^rds  Macnagiiten,  Dunkdin,  Atkinson,  Sir 
Arthur  Wilson,  Sir  Ivlzkak  Taschereau,  and  Sir 
Alfred  Wills.) 

Pretontalne  v.  Qrenler. 

Canada  — Qtubec^Company— Director— NtgligtHa—Prepara- 
tioH  0/  Accounts  by  Cashitr—Ditty  of  Chairman  to  Detect 
MiutattmeMts  in  Aecotmts. 

This  was  an  appeal  from  the  judgment  of  the  Court  of 
"King's  Bench  of  Quebec,  of  February  27  1906,  affirming  a 
decision  of  the  Superior  Court  of  Montreal,  which 
reversed  a  judgment  of  Mr.  Justice  Robidoux. 

The  argument  for  the  appellant — the  other  side  not  being 
called  on— was  beard  in  July  last,  when  judgment  was 
reserved. 

jrUGMENT. 

Sdr  Arthur  Wilson,  in  delivering  tiieir  Lordships'  judg- 
ment, said  that  the  controversy  between  the  parties  arose 
out  of  the  collapse  of  the  Banque  du  Peuple  of  Montreal 
and  elsewhere  in  July  1895.   The  bank  was  constituted  in 
1843  by  the  Canadian  Act,  7  Vict.,  c.  66,  by  which  certain 
specified  persons  and  their  successors  were  created  a  cor- 
poration, were  to  have  the  management  of  the  affairs  of 
the  bank,  and  were  to  be-  individually,  jointly,  and 
severally  liable  for  all  the  debts  contracted  by  the  corpora- 
tion.   With  them  also  lay  the  appointment  of  officers, 
clerks,  and  servants.  The  members  of  the  corporation  had 
throughout  the  case  also  been  called  "directors."  There 
was  to  be  another  class  of  persons  interested  in  the  bank 
("commajiditaires  "),  who  were  to  be  subject  to  no  liability 
beyond  the  amount  of  the  stock  for  which  they  subscribed. 
The  profits  were  divisible  among  the  shareholders  of  both 
classes  alike  accordirtg  to  the  amounts  of  stock  held  by 
them.   The  third  section  made  it  clear  that  the  manage- 
ment of  the  bank  lay  with  the  members  of  the  corporation, 
or  so  many  of  them  as  might  be  chosen  for  the  purpose  by 
a  majority  of  the  body.    The  same  body  was  to  keep 
regular  books  of  accounts  to  be  balanced  half-yearly.  By 
sections  17  and  19,  at  the  general  annual  meeting  of  the 
corporation  on  the  first  Monday  of  March,  the  partners 
in  cemmendoM  were  to  elect  three  of  their  number  as 
auditors,  and  it  was  the  duty  of  the  auditors  "  to  look  into 
"  all  the  operations  of  the  said  corporation  and  to  examine 
"the  books  of  account,  papers,  and  vouchers  of  the  said 
"corporation,"    which    books,    papers,    and  vouchers, 
including  the  statement  of  assets  and  liabilities  and  inven- 
tory, were  to  be  open  to  their  examination  during  the  last 
fifteen  days  of  February  and  August,  and  to  make  their 
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report  thereon  at  the  next  annual  general  meeting.  By 
section  18,  the  annual  general  meeting  was  to  be  of  all  the 
shareholders,  and  at  such  meeting  "  a  full  and  clear  state- 
"  ment  of  the  afifairs  of  the  said  corporation  shall  be  sub- 
"mitted  containing  on  the  one  part  the  amount  of  capital 
"stock  paid  in,  the  amount  of  notes  of  the  bank  in  circula- 
"tion,  the  net  profits  in  hand,  the  balances  due  to  other 
"banks  and  instntutions,  and  the  cash  deposited  in  the 
"  bank,  distinguishing  deposits  bearing  interest  from  those 
"not  bearing  interest,  and  on  the  other  part  the  amount 
"of  current  coins  and  gold  and  silver  bullion  in  the 
"  vaults  of  the  bank,  the  value  of  buildings  and  other  real 
''estate  belonging  to  the  bank,  the  balances  due  to  the 
"bank  from  other  banks  and  institutions,  and  the  amount 
"of  debts  owing  to  the  bank,  including  and  particularising 
"the  amounts  so  owing  on  bills  of  exchange,  discounted 
"notes,  mortgages,  and  hypothecs,  and  other  securities; 
"  thus  exhibiting  on  the  one  hand  the  liabilities  of  or  debts 
"due  by  the  bank,  and  cm  the  other  hand  the  assets  and 
"resources  thereof;  and  the  said  statement  shall  also 
"exhibit  the  rale  and  amount  of  the  then  last  dividend 
"declared,  the  amount  of  profits  reserved  at  the  time  of 
"  declaring  such  dividend,  and  the  amount  of  the  debts  to 
"the  bank  overdue  and  not  paid,  with  an  estimate  of  the 
"loss  which  may  probably  be  incurred  from  the  non- 
"  payment  of  such  debts."    Section  2a  empowered  the 
majority  of  the  corporation,  if  of  opinion  that  it  should  be 
necessary  to  require  one  or  more  of  its  members  to  devote 
an  exceptional  amount  of  time  to  the  affairs  of  the  bank, 
to  compensate  such  member  or  members  by  salary  or  other- 
wise.  The  respondent  Grenoer  was  president  of  the  bank. 
At  first  he  received  a  remuneration  of  $1,000,  as  had  has 
predecessor  in  office.   In  March  1887  his  remuneration  was 
raised  to  $2,000.    In  May  1889  Grenier  was  re-elected 
president    under    a    resolution    in    these    words : — "  M. 
"Grenier  k  la  condition  toute  speciale  qu'aucua  document 
"ou  transaction  faite  au  nom  de  la  banque  soient  bien  et 
"dument  par  le  caissier  toumis  4  lui-m£me  pour  £tre 
"approuves,  sigm's  ou  endossi's  et  ce  dans  le  but  de 
"partagcr  en  toutes  occasions  avec  le  caissaer  la  responsa- 
■'bilitr  des  engagements  de  la  banque  lesquela  devront 
"aussi  etre  soumis  k  la  direction  pour  approbation." 
Trior  to  May  1894,  I'refontaine,  the  appellant,  was  one  of 
the  commanditaires  of  the  bank,  with  a  holding  of  31 
shares.   He  then  purchased  a  further  number  of  69  shares, 
and  at  about  the  same  time  he  was  elected  by  the  directors 
or  members  of  the  corporation  to  be  one  of  their  number, 
lly  accepting  that  position  he,  of  course,  became  subject 
to  the  special  liabilities  imposed  by  the  Act  npon  the 
members  of  the  body  which  he  thus  joined.    From  that 
time  d'lwn  to  shortly  before  July  16  1895,  when  the  doors 
were  closed,  the  bank  went  on  in  apparent  prosperity.  As 
to  the  cause  of  the  collapse  that  thin^JS^cVrrfe^c^^  ^  ~ 
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no  doubt.  It  was  due  entirely  to  the  fact  that  the  cashier 
of  the  banlt,  without  the  sanction  or  knowledge  of  the 
respondent  Grenier,  or  his  co-directors,  and  in  dis- 
obedience to  their  general  instructions,  had  allowed  large 
overdrafts,  partly  in  current  account  and  partly  in  other 
forms,  to  certain  favoured  customers,  overdrafts  which 
amounted  in  all  to  a  large  sum.  Prefontaine  instituted  the 
present  suit  against  Greoier  in  November  1900.  He  com- 
plained (1)  that  Grenier  as  president  had  made  false 
representations  both  to  the  shareholders  generally  and  to 
I^^foataine  himself  by  which  the  latter  bad  been  induced 
to  purchase  his  additional  shares  and  to  become  a 
director ;  and  (2)  that  he  had  been  gmlty  of  negligence  in 
the  conduct  of  the  affairs  of  the  bank  and  failed  in  his 
duty  as  pr«»denl  and  so  brought  about  the  failure.  He 
claimed  as  damages  $8,62$,  which  he  had  paid  for  his 
shares,  and  145,914.89,  which  he  ultimately  had  to  pay  as 
the  result  of  the  liquidation  in  respect  of  his  liability  as  a 
director  or  member  of  the  corporation.  The  case  was  tried 
before  Mr.  Justice  Robidoux,  who  decided  in  favour  of  the 
plaintiff,  so  far  as  concerned  the  amotuut  which  he  had 
been  obliged  to  pay  in  respect  of  his  liability  as  director  or 
member.  The  Superior  Court  agreed  with  Mr.  Justice 
Bobidouz  on  the  merits  of  the  case,  but  by  a  majority 
decided  that  the  action  was  barred  by  prescription.  The 
Court  of  King's  Bench,  on  further  appeal,  held  that  the 
plaintiff's  case  faaJed,  irrespective  of  the  question  of  pre- 
scription. Against  that  judgment  the  present  appeal  had 
been  brought.  The  case  of  the  appellant,  so  far  as  it 
rested  upon  misrepresentation,  was  based,  in  the  argu- 
ment before  their  Lordships,  upon  the  report  issued  for' 
1893,  dated  March  i  1894,  with  tiie  statements  of  accounts 
annexed  to  that  report,  read  in  connection  with  the  like 
reports  and  statements  relating  to  previous  years.  The 
alleged  misrepresentations  tbus  relied  upon  were  three  in 
numiber.  First,  the  report  said,  "All  our  agencies  have 
been  thoroughly  inspected  during  the  year."  In  fact,  the 
agencies  outside  Montreal  had  been  inspected,  but  certain 
branches,  or  agencies,  within  that  city  had  not  been  so 
inspected.  It  was  unnecessary  to  inquire  whether,  on  the 
proper  construction  of  the  report,  the  words  in  question 
referred  to  all  the  agencies  or  branches,  including  those 
within  the  city  of  Montreal,  or  only  to  those  outside  the 
city,  because  it  was  no  part  of  the  plaintiff's  case  that  he ' 
was  misled  into  purchasing  shares  or  becomiaig  a  director  '■ 
by  any  such  misrepresentation  as  that  now  contended  for. 
In  his  declaration  and  bis  particulars  the  plaintifl'  defined 
his  case  on  all  points,  and  he  nowhere  aaid  that  he  was 
induced  to  act  by  any  such  misrepresentation  as  that.  He 
did  put  forward  want  of  inspection  of  the  head  office  as  an 
instance  of  negligence  or  default  on  the  part  of  the 
■•-fendant,  but  *hat  was  a  totally  different  matter  and 
iged  to  a  different  part  of  the  case.    It  was  next  said 


that  the  report  and  the  account  annexed  to  it  untruly  repre- 
sented that  the  bank  possessed  a  reserve  fund  of  9600,000. 
But  in  the  opinion  of  their  Lordsh^w  the  account,  which 
was  the  more  important  document  of  the  two  and  the  basis 
of  the  report,  made  no  such  representation.  That  account 
was  in  the  nature  of  a  Balance  Sheet.  It  entered  the 
amount  of  the  reserve  fund  as  an  item  under  the  head  of 
liabilities,  as  it  was  proper  to  do,  but  when  one  turned  to 
the  other  side  of  the  account  under  the  heading  "assets," 
there  was  nothing  to  suggest  that  the  bank  held  any  invest- 
ment of  corresponding  amount  which  could  be  thot^bt  to 
represent  the  reserve  fund.  There  was  nothing  which 
could  properly  be  understood  as  convej^ng  that  that  fond 
was  more  than  an  estimated  amount  or  was  anything 
separately  held  or  separately  invested.  Then  it  was  said 
that  there  was  a  misrepresentation  in  another  respect.  The 
amounts  of  the  overdrafts,  improperly  allowed  by  the 
cashier  to  certain  customers,  were  included  in  the  amounts 
which  appeared  in  the  account  as  assets,  and  there  was  no 
complaint  that  the  aggregate  on  that  side  of  the  acconnt 
was  not  coirect.  But  suggestion  was  that  those  sums 
ought  to  have  been  included  in.  the  item  "Notes  and  bills 
overdae  unsecnred,"  whereas  in  fact  they  were  inclnded 
in  "Loans  and  discounts  current."  It  appeared  to  their 
Lordships  that  the  sums  were  at  least  as  correctly  treated 
in  flie  acconnt  in  the  manner  in  which  th^  were  treated  as 
thqr  would  have  been  ii  entered  in  the  manner  in  which 
it  was  sadd  that  they  ought  to  have  been.  Their  Lordships, 
therefore,  agreed  with  the  Court  of  King's  Bench  that  the 
plaintiff's  case  based  upon  misrepresentation  failed  on 
the  facts,  and  it  was  unnecessary  to  considsr  any  erf  tise 
questions  of  law  which  mig^t  otherwise  have  arisen.  The 
second  branch  of  the  plaintiff's  case  was  based  on  allied 
negligence  on  the  part  of  the  defendant  in  the  discharge 
of  his  functions  as  president  of  the  bank.  It  had  been 
already  stated  Hi&t  the  collapse  of  the  bank  was  doe  to 
ovetdrafts,  which  the  cashier  had  irregularly  and 
improperly  allowed  to  certain  customers.  The  main 
ground  upon  which  the  defendant  was  charged  with 
negligence  was  that  he  had  not  exercised  such  a  control 
over  the  details  of  the  bank's  business  as  to  enable  him  to 
detect  and  put  a  stop  to  the  irregular  practices  of  the 
cashier.  Before  examining  the  question  of  his  liability  it 
might  be  well  to  notice  that  the  cashier  was  the  principal 
executive  officer  of  the  bank  under  the  directors.  There 
was  nothing  to  show  that  either  the  driendant  or  his 
brother  directors  had  any  reason  to  suspect  or  distrust  that 
officer.  The  accounts  periodically  submitted  to  the 
direi^turs  were  prepared  by  him,  or  under  his  directions. 
They  were  duly  audited  by  the  board  of  auditors  appointed 
under  section  19  of  the  Act  by  the  body  of  conunanditaires, 
such  auditors  being  thus  entirely  independent  of  the 
directors.    In  those  accounts-the-'totat-assets~uid>L|iabili- 
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tias  of  the  bank  wrav  correctly  stated  according  to  the 
books,  but  the  accounts  were  so  framed  as  not  to  disclose 
the  fact  diat  the  totals  included  nnantborised  overdrafts. 
The  contention  on  the  part  of  the  plaintiff  was  that  it  was 
the  duty  of  the  defendant  to  have  exercised  such  control  as 
to  have  detected  the  overdrafts,  which  were  in  fact  con- 
cealed from  him  and  fads  co-directors.  The  alleged  duty 
of  the  defendant  was  based  (i)  npon  the  fact  that  he  was 
president,  and  (2)  that  he  received  a  salary  as  soch. 
Reliance  was  further  placed  on  the  resolution  of  May  6 
1SS9.  In  this  country  questions  as  to  the  nature  and  extent 
of  the  duty  and  lesponsibilify  of  directors  and  odurs,  in 
respect  of  the  conduct  of  the  affairs  of  companies,  had  been 
frequently  brought  under  consideration.  Attempts  had 
been  repeatedly  made  to  render  them  personally  liable  on 
the  ground  that  they  had  trusted  the  regularly  authorised 
officers  of  the  company ;  that  they  had  failed  to  detect  and 
been  misled  by  misrepresentation  or  concealment  by  such 
officers,  when  there  was  no  reason  for  doubting  their 
fidelity.  But  such  attempts  had  not  been  successful.  It 
was  sufficient  to  refer  to  the  case  of  Dovey  v.  Cory  (1901* 
A.C.  477),  in  which  the  subject  was  fully  considered  by 
the  House  of  Lords.  Their  Lordships  thought  that  in  the 
absence  of  any  legislation  in  force  in  Quebec  inconsistent 
with  the  law  as  acted  upon  in  England,  and  in  the  absence 
of  any  evidence  of  custom  and  course  of  business  to  the 
contrary,  the  Court  of  King's  Bench  was  right  in  accepting 
the  English  niUngs,  because  they  were  based,  not  upon 
any  special  rule  of  English  law,  nor  upon  any  circum- 
stances of  a  local  character,  but  upon  the  broadest  con- 
siderations of  the  nature  of  the  position  and  the  exigencies 
of  business.  The  fact  that  the  defendant  was  remunerated 
for  his  services  as  president  did  not  seem  to  their  Lord- 
ships to  strengthen  ^e  case  against  him.  Indeed,  the 
modest  scale  of  his  remuneration  was  scarcely  consistent 
with  the  idea  that  he,  a  man  of  considerable  position,  and 
with  a  business  of  his  own,  was  ever  expected  to  give  his 
time  and  labour  to  the  detailed  control  of  the  work  of  the 
bank.  It  was  much  more  consistent  with  the  idea  that  he 
was  expected  to  do  what  he  did — that  was  to  say,  to  devote 
some  two  hours  a  day  to  the  business  of  the  bank,  two 
hours  largely  taken  up  by  official  interviews.  The  resolu- 
tion of  May  6  i88g  was  very  hard  to  follow,  and  no  one 
bad  succeeded  in  construing  it  clearly,  but  it  seemed  to 
their  Lordships  certainly  not  to  strengthen  the  case  of  the 
plaintiff.  So  far  as  anything  could  be  collected  from  it, 
it  seemed  to  show  that  the  obligation  of  the  defendant  to 
share  responsibility  with  the  cashier  was  limited  to  the 
"engagements  of  the  bank,"  whatever  those  words  might 
mean ;  and,  further,  that  the  directors  were  also  to  be 
bound  to  approve  each  transaction  falling  within  that 
class.  The  grounds,  therefore,  put  forward  by  the  plaintiff 
as  supporting  the  general  allegation  of  the  defendant's 


liability,  appeared  to  their  Lordships  insufficient  to  do  so. 
And,  further,  the  Court  of  King's  Bench  was,  in  their 
lordships'  opinion,  right  in  lasting  stress  i^n  the  fact 
that  the  accounts  laid  before  the  defendant  and  his  co- 
directors,  in  which  it  was  said  that  the  defendant  ought  to 
have  detected  what  was  concealed,  had  been  audited  by  a 
wholly  independent  body  of  auditon,  and  certified  by  them 
as  correct,  and  there  was  nothing  shown  irtiich  should 
have  led  the  defendant  to  doubt  the  sufficiency  of  the 
audit.  A  special  charge  of  negUgence  was  pressed  against 
the  defendant  in  the  argument  of  the  appeal,  based  upon 
the  evidence  of  a  M.  Gagnon,  who  held  the  post  of 
inspector  under  the  bank.  There  was  nothing  ia  the  evi- 
dence to  show  the  terms  of  his  i^pointment,  and  no  formal 
definition  of  the  extent  of  has  duties.  The  defendant  said 
in  his  evidence'  that  Gagnon's  duties  wen  limited  to  the 
inspection  of  branches  and  agencies  outside  the  city  of 
Montreal.  On  one  occasion  Gagnon  was  specially 
employed  to  examine  into  a  matter  in  the  head  office.  He 
said  he  was  dissatisfied  with  what  he  found,  and  that  he 
pressed  upon  the  defendant  that  he,  G^non,  should  be 
enqnwvred  to  malce  a  completer  inspection.  He  said  that 
his  suggestion  was  not  very  well  received,  that  the 
defendant  rejected  the  idea  that  the  inspector  should  be 
put  to  supervise  the  work  of  the  head  official  of  the  bank. 
It  was  contended  that  the  omission  to  authorise  the 
stiggested  inspection  was  on  act  of  n^ligence  on  the  part 
of  the  defendant,  and  that  if  the  suggested  inspection  had 
been  carried  out  the  overdrafts  which  led  to  the  fall  of 
the  bank  would,  or  might  have  been,  brought  to  light. 
Their  Lordships  were  not  pr^>ared  to  say  that  tiiere  was 
negligence  in  omitting  to  sanction  an  inspection  incon- 
sistent with  the  ordinary  method  of  conducting  the  affairs 
of  the  bank,  nor  had  it  been  shown  that  there  was  any 
direct  connection  between  the  matters  excepted  to  by 
Gagnon  and  the  fatal  overdrafts.  Their  I^ordships  agreed 
with  the  Court  of  King's  Bench  ^at  the  charge  of 
negligence  had  not  been  established  in  fact.  It  was,  there- 
fore, unnecessary  to  consider  (what  might  have  been  a 
difficult  question  of  law)  whether  the  obligation  of  the 
defendant,  which,  itAatever  its  nature  and  extent,  was 
primarily  a  contractual  obligation,  could  be  made  the 
ground  of  an  action  by  an  individual  member  of  the 
corporation,  as  distinguished  from  the  bank  in  its  entirety, 
and  from  the  smaller  body,  the  directors  or  members  of 
the  corporation.  Their  Lordships  would  humbly  advise 
his  Majesty  that  the  appeal  should  be  dismissed.  The 
appellant  would  pay  the  costs. 

(23  Timet  Law  R<perts,m.) 
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Administrations. 

CHANXERY  DIVISION. 
October  31. 
(Before  Keketi-ich,  J.) 
In  re  Bates;  Ho(lg:son  v.  Bates. 

Will — CoHversiOH — Hazardous  Securities — Tnant-for-Lifi  and 
Remaindenium— Power  to  Trustus  to  Retain  Secimties. 

This  was  an  origiaating  summons  which  raised  a  ques- 
tion of  law  whether  the  present  case  fell  within  the  well- 
knowD  rule  laid  down  in  Howe  v.  Earl  of  Dartmouth 
(7  Ves-  137).  Hie  testator  by  his  will  devised  lus  real 
estate  to  his  wife  during  her  life,  withont  impeachment  of 
waste,  and  after  her  death  to  such  uses  in  favour  of  any 
descendant,  then  living  or  to  be  born  during  her  life-time, 
of  his  grandfather  as  his  wife  should  by  will  appoint,  such 
descendant  to  take  tlie  same  real  estate  in  tail  male,  and 
in  default  of  such  appointment  to  the  use  of  the  testator's 
brother  for  life  and  after  bis  death  to  his  eldest  son  in 
tail  male.  And  the  testator  bequeathed  all  bis  personal 
estate  upon  such  trusts  as  would  correspond  as  nearly  as 
the  rules  of  law  and  equity  would  permit  with  the  uses 
declared  with  respect  to  his  real  estate.  By  a  codicil  the 
testator  declared  that  his  trustees  might  retain  any  invest- 
ments for  such  penod  as  to  them  might  seem  proper.  The 
testator  at  the  time  of  his  death  was  possessed  of  fully 
paid-up  shares  in.  the  Bedliogtoo  Coal  Company,  which  is 
a  prosperous  concern,  having  a  reserve  fund  of  over 
;^56,ooo ;  and  the  question  now  arose  whether  the  tenant- 
fcr-life  was  entitled  to  receive  tbe  whole  of  the  dividends 
on  such  sharas  or  wiiether  such  dividends  ought  to  be 
apportioned  as  between  capital  and  income,  or,  in  other 
words,  vAether  a  mere  power  to  retain  investments  stand- 
ing alone  took  the  case  out  of  the  rule  in  Howt  v.  Earl  of 
Dartmouth.  Tbe  cases  cited,  besides  those  referred  to  in 
the  judgment,  were  In  re  Thomat  (18911  3  Cb.  48a).  In  re 
Pitcaim  [1896,  a  Ch.  199),  and  Zn  re  Ckaytor  (1905,  i  Ch. 

JUDGMENT. 

Mr.  Justice  Kekewicb,  in  delivering  judgment,  said  it 
was,  no  doubt,  true,  as  had  been  suggested,  that  this  was 
a  new  point  now  raised  for  the  first  time,  at  least,  in  this 
sense,  that  the  question  virfaether  a  mere  power  to  retain 
standing  alone  took  tbe  case  out  of  the  rule  had  not  been 
decided.  In  all  the  other  cases  cited  there  was  something 
more  than  a  mere  poirer  to  retain.  In  the  present  case  the 
will  contained  a  trust,  by  reference,  of  personalty  to  tbe 
testator's  wife  for  life,  and  after  her  death  by  the  persons 
therein  mentioned,  and  if  there  had  been  no  codicil  the 
rule  in  Howe  v.  Earl  of  Dartmouth  (7  Ves.  137}  would  ha\'e 
applied  to  the  present  case.  That  rule  was  veiy  clearly 
stated  by  Ixird  Justice  Baggallay  in  Macdouald  v.  Irvine 
<.'h.D.,  at  p.         where  be  says  that  the  rule  amounts 


to  this — ^"tliat  where  there  is  a  residuary  bequest  of 
"personal  estate  to  be  enjoyed  by  several  persons  in  suc- 
**  cession,  a  Court  of  equ^,  in  tiie  absence  of  any  evidence 
"of  a  contrary  intention,  will  assume  that  it  was  the  inten- 
"tion  of  the  testator  that  his  legatees  should  enjoy  tbe 
"same  thing  in  succession,  .md,  as  the  only  means  of 
"giving  effect  to  such  intention,  wilt  direct  the  conversion 
"  into  permanent  investments  of  a  recognised  character  of 
"  all  such  parts  of  the  estate  as  are  of  a  wasting  or  rever- 
"  sionary  character,  and  also  all  such  other  existing  invest- 
"  ments  as  are  not  of  the  recognised  character  and  are 
"consequently  deemed  to  be  more  or  less  hazardous."  The 
question,  therefore,  was  one  of  intention,  the  rnle  being 
founded  upon  what  was  presumed  to  be  the  intention  of 
the  testator.  The  testator  must  be  presumed  to  ha^e 
intended  equality,  and  that  the  property  bequeathed 
should  be  enjoyed  in  the  same  way  as  regards  value  by 
those  succeeding  to  it  after  the  death  of  the  tenant-for-life, 
and  this  could  only  be  effected  by  conversion.  That  inten- 
tion was  presumed  by  law,  and,  of  course,  must  give  way 
to  any  express  intention  on  the  part  of  the  testator.  Once 
you  find  an  express  intention  by  the  testator  that  the 
securities  are  to  be  retained,  then  effect  must  be  given  to 
it,  notwithstanddng  the  rule  in  Howe  v.  Earl  of  Dartmoulh. 
It  was  necessary,  therefore,  to  examine  the  will  and 
codicil,  and  in  the  latter  there  was  the  followitig  clause  : — 
"  My  trustees  may  retain  any  of  my  investments  belonging 
"  to  me  at  my  death  for  aucb  period  as  to  them  may  seem 
"  proper  without  being  responsible  for  any  loss  occasioned 
"theieby."  We  may  for  the  presmt  purpose  leave  out 
the  last  words  of  the  clause,  irfnch  express  the  motive  of 
the  testator,  but  do  not  really  affect  the  direction  itself. 
The  rule  in  Howe  v.  Earl  of  Dartmouth  says  that  the  con- 
version must  take  place  as  soon  as  possible,  that  the 
trustees  must  realise  all  securities  of  a  wasting  and 
hazardous  diaracter,  and  pay  the  income  tA  the 
permanent  investments  of  a  recognised  character  to  the 
tenant-for-life.  The  discretion  to  retain  is  inconsistent 
with  this  rule.  The  trustees  may  retain  so  long  as  they 
think  fit.  If  they  retain  they  camiot  convert.  The  testator, 
therefore,  has  in  effect  said  that  they  are  not  bound  to 
convert.  So  that  in  the  present  case  the  intention  of  the 
testator  is  different  from  the  intention  presumed  by  law. 
What  is  the  effect  of  the  power  to  retain?  I  am  aware  that 
in  what  I  am  about  to  decide  I  may  be  differing  from  other 
Judges,  but  I  feel  great  difficulty  in  differing  from  Mr. 
Justice  North  in  In  re  Sheldon  (39  Cfa.D.,  at  p.  53),  where 
he  says: — "I  do  not  see  how  I  can  direct  tbe  retainer  of 
"the  existing  investments  and  at  the  same  time  hold  that 
*'the  tenants-for-life  are  not  entitled  to  receive  the  whole 
"of  the  income  produced  by  those  investmeiris.  There 
"being  no  wasting  securities,  I  can  see  nothing  to  prevent 
"the  tenants-for-life  fnbhgilreeeiviog  the  whole  income  ol 
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"the  securities  which  are  retained."  It  seems  to  me  that 
the  discietion  to  retain  really  has  the  effect  of  adding  the 
shares  in  question  to  tJie  list  of  authorised  securities,  and 
the  income  of  authorised  securities  must  he  paid  to  the 
tenaat-for-life.  With  regard  to  wasting  securities,  it  was 
very  difficult  to  define  what  they  were.  They  might  he 
described  as  securities  which  decreased  in  value  from  day 
to  day,  and  this  was  their  intrinsic  character.  Familiar 
instances  were  leasehold  houses  and  long  annuities.  There 
was  a  strong  presumption  that  a  testator  did  not  mean  the 
tenuit-ibr-UlB  to  swallow  the  fruit-beariog  tree.  The  rule 
applied  to  hazardous  as  wdl  as  wastii^  securities.  Why 
should  that  operate  on  the  income?  Once  arrive  at  the 
fact  that  the  testator  intended  his  trustees  to  have  power 
to  retain  and  there  seemed  no  reason  to  hesitate  in  giving 
to  the  tenant-for-life  what  the  testator  himself  had 
enjoyed.  Why  should  it  be  presumed  that  the  tenant-fur- 
life  was  not  to  ha\-e  the  income?  But  other  Judges  had 
thought  differently,  as  in  Porter  v.  Baddeley  (5  Ch.D.  54^). 
That  view,  however,  was  taken  by  Mr.  Justice  North  in 
Ztt  re  Sheldon  (39  Ch.D.,  at  p.  51),  where  he  says: — "In 
'^Porter  v.  Baddeley  the  unauthorised  securities  were  of  a 
"wasting  nature.  The  same  principle  does  not  seem  to 
"me  to  apply  to  securities  which  are  of  a  permanent 
"  nature,  though  they  may  be  hazardous."  If  it  were  neccs- 
sary  in  the  present  case  to  decide  whether  the  trustees 
had  power  to  retain  wasting  securities,  I  should  be 
iiicltaed  to  say  that  they  might,  but  it  would  be  going  in 
the  face  of  some  of  the  cases  on  the  point,  and  I  should 
have  to  leave  it  to  the  Court  of  Appeal  to  review  those 
decisions.  1  have  not,  however,  to  decide  that  point  here. 
In  the  present  case  the  securities  are  hazardous,  but  not 
wasting.  It  is  true  that  they  are  shares  in  a  coal  company, 
but  that  company  is  a. great  deal  more  than  a  mere  com- 
pany formed  to  work  a  particular  colliery.  Without  going 
into  the  other  cases  cited,  I  hold  that  the  trustees,  having 
power  to  retain,  are  authorised  by  the  testator  to  hold 
these  shares,  and  that  the  tenant-for-life  is  entitled  to  the 
income  produced  thereby. 

(33  Times  Law  Reports,  15.) 


CHAN'CERY  DIVISION. 
November  2  and  6. 
(Before  Nevillk,  J.) 
In  re  Mary  King;  Mellor  v.  The  South  Australian 

Land  Mortgage  and  Agency  Company,  Um. 
■  Administration — Contingent  Liabilities — Retention  of  Assets — 
Executor  —  Distribution  —  Practice  —  Parlies  —  Hules  of 
Supreme  Court.  1SS3,  Order  LV.,nile3  [t)  and  {g)  ;  rule  sa. 
The  testatrix,  Mary  King,  by  her  will  dated  March  19 
1900,  after  giving  certain  specific  legacies,  devised  and 
bequeathed  all  her  residuary  real  and  perso.'.'*.!  estate  to  her 


sisters  and  their  children.  I'he  testatrix  died  on  May  5 
1905,  and  her  will  and  a  codicil  thereto  were  duly  proved 
by  the  plaintiffs  as  her  executors.  Part  of  the  residue  of  the 
testatrix's  estate  consisted  of  524  shares  of  ^10  each  in  the 
defendant  company,  of  which  only  j^4  had  been  paid  on 
each  share.  No  further  call  bad  been  made  at  the  date  of 
this  application. 

The  plaintiffs  t<K>k  out  this  summons  under  Order  LV., 
rule  3  [e)  and  {g),  asking  for  a  declaration  that  they  were, 
notwithstanding  the  liability  of  the  estate  of  the  testatrix 
in  respect  of  the  uncalled  capital  on  these  shares,  entitled 
to  distribute  the  estate  among  the  persons  beneficially 
entitled  upon  the  persons  so  entitled  severally  undertaking 
to  refund  the  whole  or  such  part  {if  any)  of  the  estate  paid 
or  transferred  to  them  as  the  Court  might  direct,  for  the 
purpose  of  answering  any  debt  which  the  defendant  com- 
pany might  thereafter  establish  in  respect  of  the  said 
liability. 

The  company  and  all  the  residuary  legatees  were  made 
parties  to  the  summons. 

Neville,  J.,  said  that  the  plaintiffs  defended  their  action 
in  bringing  the  company  before  the  Court  on  the  ground 
that,  the  company  being  persons  whose  rights  or  interests 
were  sought  to  be  affected,  they  were  properly  served  under 
Order  LV.,  rule  5A  (a).  No  doubt  the  company  were  in  a 
sense  persons  whose  rights  were  sought  to  be  affected.  The 
jurisdiction  of  the  Court  had  not,  however,  been  enlarged 
by  the  rules,  which  were  only  intended  to  provide  a 
simpler  ft>rm  of  procedure,  and  no  case  could  be  cited 
deciding  that  persons  with  a  possible  future  claim  against 
the  estate  were  proper  parties.  On  the  contrary,  King  v. 
Mahott  (1852,  9  Ha.  692)  showed  that  such  a  person  had  no 
rights  which  were  enforceable  in  an  administration 
action  ;  and  it  followed,  in  his  opinion,  that  such  a  person 
could  not  be  made  a  party.  The  company  were  entitled  to 
be  dismissed  from  the  summons,  the  plaintiffs  paying 
their  costs. 

The  summons  was  then  proceeded  with. 

Jl'DGMENT. 

Neville,  J.,  said  that  authorities  showed  that  the  Court 
had  gradually  adopted  the  practice  of  making  an  order 
allowing  distribution  of  an  estate  in  spite  of  the  existence 
of  contingent  liabilities.  He  did  not  regard  the  practice 
as  very  saUsfactory,  for  he  could  not  help  seeing  that  the 
rights  of  third  parties  were  affected  in  their  absence.  The 
order  made  by  the  Court  gave  a  complete  indemnity  to  the 
executors,  and  he  could  not  understand  why  the  bene- 
ficiaries should  be  required  to  give  an  indemnity  to  the 
executors.  As  the  beneficiaries  had  in  this  case  offered  an 
indemnity,  he  would  not  prevent  the  executors  availing 
themselves  of  the  offer,  as  they  desired  to  do  so. 

It  seemed  doubtful  whether  the  ord^~Sugh|t-ioJl)^ade 
on  a  summons  not  asking"  Cation,  @wtlhr 
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administiatioii  the  Court  woald  not  have  cognisance  that 
all  the  debts  had  been  paid.  Hie  summons  mnst  be 
amended  b;  asking  for  adrndnistration  so  far  as  m^ht  be 
necessary.  He  would  direct  an  inquiry  into  the  debts  and 
legacies  and  adjoura  the  summons  to  chambers,  with 
liberty  to  apply. 

(L  J.  73S-) 


Bankruptcies  and  Insolvencies, 

DIVISIONAL  COURT. 
NoTember  5. 
(Before  Bigham  and  A.  T.  Lawrbncb,  JJ.) 
In  n  A  Debtor ;  ex  parti  Petitioning  Creditor. 
Mistaki  m  Bankn^t^  Notice. 

An  appeal  from  the  refusal  of  a  County  Court  Registrar 
to  recognise  the  validity  of  a  bankruptcy  notice. 

From  the  opening  it  appeared  that  a  sum  of  403.  had  been 
included  in  the  debt,  although  that  sum  had  been  taken 
out  of  Court  by  the  petitioners.  The  appellants,  basing 
their  arguments  on  the  case  of  Re  Bates  ;  ex  parie  Lindsey 
(Mor.  vol.  4.,  p.  iga),  maintained  tiiat  the  notice  should 
not  have  been  invalidated,  the  defect  being  merely  a  formal 
one. 

In  the  above  mentioned  case  of  Bates  a  sum  of  £20  had 
been  wrongly  included  in  the  notice,  but  notwithstanding 
this  defect  the  Divisional  Court  rectified  the  proceedings. 
This  decision  was,  however,  criticised  by  the  Court  as 
going  very  far  indeed  in  the  case  of  Miller  j  ex  parte  Miller 
(10  Mor.  183},  where  it  was  held  that  a  mistake  of  £,^%  was 
a  substantial  error  which  vitiated  the  bankraptcy  notice. 

In  support  of  the  argument  the  case  of  Low;  ex  parte 
Gibson  (II.  Man.  p.  169)  was  referred  to  as  a  decision  of  the 
Court  of  Appeal.  In  that  case  the  bankruptcy  notice  was 
held  to  have  been  valid,  as  the  debtor  had  not  been  mis- 
led, the  ndatake  having  been  in  stating  that  judgment  had 
been  given  against  six  defendaots,  v^ereas  it  had  been 
recovered  against  four  of  them  only. 

JUDGHBKT. 

Mr.  Justice  Bigham,  in  dismissing  the  appeal,  said  that 
an  act  of  bankruptcy  could  never  arise  out  of  the  bank- 
ruptcy notice  before  him.  The  correctness  of  these  docu- 
ments was  of  grave  consequence  to  others  besides  the 
debtor,  and  they  mnst  come  strictly  within  the  statute. 
It  was  true  that  notices  had  been  held  to  be  wrong,  and 
yet  to  come  within  the  statute,  so  that  the  error  was 
treated  as  a  formal  defect  under  section  143.  In  this  case, 
however,  the  solicitors  had  clearly  made  a  mistake  wdiich 
he  could  not  conaidw  as  a  formal  defect. 

(Reported  by  W.  H.  Terry,  Esq.,  Barrister-at-Law.) 


KING'S  BENCH  DIVISION. 
November  4  and  5. 
(Before  Bigham  and  A.  T.  Lawsenck,  JJ.) 

Re  Rushforth ;  tx  parie  Holmes. 

BMkrupky—Mvtval  Dtalingi—Bankruttty  Act,  1883  (46  &> 
47  Vict.  c.  52),  J.  38. 

Appeal  from  a  decision  oi  the  County  Court  Jut^e  at 
Bradford,  whereby  he  ordered  the  appellants  to  pay  to  the 
trustee  in  bankruptcy  the  sum  of  ;^^oo,  being  the  agreed 
amount  of  the  valuation  of  the  bankrupt's  stock-in-trade 
as  a  licensed  victualler,  less  £^  los.  admitted  to  be  doc 
to  the  appellants  in  respect  of  rent  On  the  34tb  of 
October  1904  the  appellants,  Messrs.  J.  R.  Holmes  ft  Co., 
let  to  the  bankrupt  a  public-house  under  a  lease  whereby 
the  tenant  was  obliged  to  buy  his  beer,  &c.,  from  the  land- 
lords. The  lease  contained  a  clause  whereby  all  rent  and 
arrears  of  rent,  all  soma  due  on  account  of  beer  supplied, 
and  all  invoices  whatsoever  due  to  the  landlords  upon  any 
determination  of  the  tenancy  were  to  be  deducted  from  the 
valuation  payable  by  the  incoming  tenant  to  the  bankrupt. 
In  February  1906  tiiere  was  due  to  the  landlords 
^502  I3S.  iid.  on  account  of  rent,  beer  supplied,  and  a 
loan  of  ;^354  which  the  landlords  bad  made  to  the  tenant 
on  his  entering  upon  the  tenancy  to  assist  him  to  pay  his 
valuation.  On  the  14th  of  February  1906  the  bankrupt  had 
agreed  for  a  transfer  of  the  hoose  to  a  new  tenant  named 
Bailey,  and  they  had  appointed  two  valuers  to  value  the 
stock-in-trade,  fittings,  &c.  On  the  20th  of  Febraazy  the 
bankrupt  committed  an  act  of  bankruptcy  by  assigning  his 
estate  to  a  trustee  for  the  benefit  of  his  creditors.  The 
appellants  had  notice  of  this  act  of  bankraptcy  on  tiie 
same  date.  On  the  21st  and  sand  of  February  the  valua- 
tion was  made,  and  the  amount  agreed  at  ^^400.  On  the 
22nd  of  February  the  bankrupt  gave  a  receipt  to  Bailey 
for  the  amount  of  the  valuation,  and  the  brewers  gave  the 
bankrupt  a  receipt  for  the  amount  due  from  him  to  them. 
The  £^  was  paid  by  Bailey  to  the  brewers.  A  receiving 
order  was  made  against  the  bankrupt  on  the  a6th  of 
February.  The  trustee  in  bankraptcy  moved  in  the 
Coun^  Court  for  an  order  on  the  brewers  to  pay  to  him 
the  said  ;f40o,  less  j^42  los.  which  he  admitted  to  be  due 
to  them  for  rent  for  the  six  months  piior  to  the  receiving 
order,  as  forming  part  of  the  banknq>t'B  estate.  The 
County  Court  Judge  made  the  order,  from  which  the 
brewers  appealed.  For  the  appellants  it  was  contended 
that  the  brewers  were  entitled  to  take  the  amount  payabl  ' 
to  the  bankrupt  for  the  valuation  and  set  it  off  against  the 
amount  due  to  them  from  the  bankrupt.  The  contract 
under  which  the  "mutual  dealings  "  arose  had  been  made 
long  before  the  bankruptcy,  and  it  was  immaterial  that  the 
appellants  had  notice  of  an  act  of  bankruptcy  before  the 
paynient  of  the  money  under  that  ^^^^^^^^elied  on 
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Ke  Daitarey ;  tx  parte  Mant  (1900,  i  Q.B.  S46)>  For  the 
lespondents  it  was  contended  that  the  title  of  the  trnster 
related  back  to  the  act  of  bankruptcy  on  the  20th  of 
Febrnaxy,  and  after  that  date  tiie  bankrupt  had  no  title 
to  his  assets  and  conld  not  effectually  dispose  <rf  than. 

JUDGMENT. 

Bigham>  J.,  held  that  it  was  a  clear  case  of  mutual  credit 
called  into  existence  at  the  date  of  the  agreement  and  con- 
tinuing to  the  end  of  the  tenancy,  and  not  affected  by  any 
subsequent  act  of  bankruptcy.  At  the  date  of  the  act  of 
bankruptcy  the  bankrupt  owed  the  appellants  ^502  and 
was  to  get  a  sum  for  valuation  of  his  stock-in-trade, 
although  the  amount  had  not  then  been  fixed.  That  sum 
was  the  8ubject*matter  of  the  mutual  credit  and  the  bank- 
rupt could  only  use  it  for  the  purpose  of  paying  the  appel- 
lants, who  were  entitled  to  retain  it  as  against  the  trustee 
in  bankruptcy. 

A.  T,  Lawrence,  J.,  concurred.  The  rights  of  the  land- 
lords arose  by  virtue  of  the  mutual  credit  clause  in  the 
agreement.  The  trustee  could  not  set  that  aside  and  must 
take  the  estate  subject  to  the  conditions  of  that  agreement. 

Appsal  allowed. 

(SI  S.J.  30.) 


KING'S  BENCH  DIVISION. 
November  12. 
(Before  Bighau,  J.) 
Re  Tyler;  tx  parU  The  Triutee. 

Bmkrvpicy — Instmma — Claim  for  Prmiums  on  PoUcits  Paid 
by  Bankrupt's  Wife  a/ter  Bankruptty—Proptrty  of  Bank- 
rupt—BoMkntptey  Act,  1883  (46  6>  47  Vict.  c.  52),  3,  44.- 

Motion  by  the  trustee  in  bankruptcy  for  a  declaration 
that  the  balance  of  the  proceeds  of  two  insurance  policies 
on  tbe  life  of  the  bankrupt  left  after  payment  of  the 
mortgagees  of  the  said  policies  formed  part  of  the  property 
of  the  bankri^t  divisible  amot^  his  creditors.  From  a 
statement  of  facts  which  had  been  agreed  upon  between  the 
trustees  and  the  widow  of  the  bankrupt,  who  was 
respondeat  to  the  motion,  it  appeared  that  at  some  date 
prior  to  1893  tbe  bankrupt  had  taken  out  two  policies  on 
his  life,  wUch  upon  the  13th  of  April  1893  he  mortgaged 
to  Child's  bank  to  secure  an  advance.  Towards  the  end 
of  1S95  the  bankrupt  was  short  of  money  and  requested  his 
wife  to  keep  up  the  premiums  on  the  policies  and  pay  the 
interest  due  under  the  mortgage.  On  the  agth  of  January 
1896  he  committed  an  act  of  bankruptcy,  a  receiving  order 
was  made  against  him  on  the  16th  of  July^  and  he  was 
adjudicated  bankrupt  on  the  37th  of  August  of  the  same 
year.  A  trtutee  was  appointed,  who  had  since  been 
released,  and  at  the  date  of  the  notice  of  motion  the 
Official  Receiver  was  tx-cfficic  trustee  in  the  bankruptcy. 
The  bankrupt's  wife  kept  up  the  payment  both  of  the 


premiums  and  of  the  interest  due  under  the  mortgage  until 
the  death  of  the  bankrupt  in  Marcb  1906.  Neither  the 
trustee  nor  the  Official  Recedver  was  aware  that  the  wife 
was  paying  the  premiums  or  interest.  After  paying  off  the 
mortgagees  there  remained  a  balance  of  the  proceeds  of 
the  policies  amonoting  to  ^^514  i6s.  8d.  The  trustee 
claimed  the  whole  of  this  stmi  as  forming  part  of  the  pro- 
perty of  the  bankrupt  divisible  among  bis  creditors,  but  his 
claim  was  opposed  by  the  widow,  who  demanded  the 
repayment  of  ^^481  i8s.  ad.  expended  by  her  in  keeping  up 
the  premiums  and  interest.  Cotmsel  for  the  trustee  sub- 
mitted that  the  bankruptcy  had  revoked  the  wife's  authority 
to  pay  the  premiums  and  interest,  and  that  she  could  only 
claim,  if  at  ail,  as  an  ordinary  creditor.  The  policies  had 
vested  in  the  tmstse  before  she  had  made  any  payments, 
and  she  was  simply  in  the  position  of  a  person  paying 
another's  debt  without  being  requested  to  do  so.  The 
trustee  had  no  power  to  pay  to  the  widow  the  sums  claimed 
by  her>  and  she  had  no  lien  oa  the  proceeds  of  the  policies 
for  the  money  paid  by  her.  He  cited  Ex  parte  Simmonds  ; 
re  Camae  (34  W.R.  421,  11  Q.B.D.  308)  and  Re  Leslie; 
Leslie  v.  French  [23  Ch-D.  552).  Counsel  for  the  widow  was 
not  called  apon^ 

JUDGMENT. 

Bigfaam,  J. :  The  trnat«e  is  an  oflScer  of  the  Court  and 
oLust  do  what  the  Court  considers  to  be  justice.  To  repay 
these  sums  to  the  widow  may  not  be  justice  in  law,  but  it 
is  the  right  thing  to  do.  It  would  be  a  great  injustice  if 
the  money  were  not  refunded,  and  the  trustee  must  pay 
back  to  the  widow  the  money  she  has  e^nded  in  keying 
up  the  premiums  and  interest.  Application  dismissed. 
(5«  S.J.  52.) 


Company  Law. 

CHANCERY  DIVISION. 
November  a  and  j. 
(Before  Kekewich,  J.) 
Re  Standard  Rotary  Machine  Co.,  Um. 
Company —Debmtims— Floating  Charge — Deposit  of  Shares 
with  Bank— Priority. 

This  was  a  motion,  by  the  trustees  of  the  London,  City, 
and  Midland  Bank>  asking  that  the  register  of  members  of 
the  company  might  be  rectified  by  removing  the  name  of 
John  Cave  &  Sons,  Lim.,  therefrom  as  holders  of  5,000 
shares  of  jQi  each,  and  inserting  the  names  of  the 
applicants,  and  that  the  company  should  be  ordered  to 
register  the  applicants  as  the  owners  of  such  shares.  In 
1903  John  Cave  &  Sons,  Lim.,  issued  debentures  which 
were  a  floating  charge  on  the  property  of  the  Cave  com- 
pany,  but  SO  that  the  Cave  company  might  from  time  to 
time  mortgage  or  charge  the  same  premiseaju  favour  of  its 
bankers  for  the  time  being  ^jfi^g^^i^^^Qi^^Ll^ea 
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or  at  any  time  owing  by  the  Ca\'e  company  to  them,  but 
not  exceeding  at  any  one  time  the  sum  of  ;^2o,ooo,  but  so 
that  the  Cave  company  should  not  be  at  liberty  to  create 
any  mortgage  or  charge  ranking  in  priority  to  or  fari  passu 
with  the  said  debentures.  'ITie  said  debentures  were  regis- 
tered under  the  Companies  Act,  1900.  The  Cave  company 
bad  13,095  shares  of  each  in  the  company  standing  in 
its  name.  By  a  memorandum  of  deposit,  dated  the  loth 
of  April  1905,  the  Cave  company  deposited  with  the  said 
bank  5,000  of  the  said  shares  as  a  security  for  the  payment 
to  the  bank  ol  any  sum  or  sums  of  money  for  the  time 
being  owing  to  the  bank  by  the  Cave  company.  The  shares 
were  transferred  to  the  applicants,  and  notice  of  the 
transfer  was  duly  given  to  the  company.  On  the  14th  of 
July  1906  a  receiver  and  manager  of  the  Cave  company  was 
appointed  by  an  order  in  a  debenture-holder's  action.  The 
applicants,  having  received  notice  of  such  appointment, 
!«ent  the  transfer  of  the  shares  to  the  company  for  registra- 
tion, but  the  company  refused  to  roister  it,  on  the  ground 
that  they  had  received  notice  fn>m  the  receiver  of  the  Cave 
company  not  to  deal  with  the  shares.  I^e  applicants 
therefore  brought  this  motion.  For  the  applicants  it  was 
urged  that  at  the  times  the  shares  were  deposited  with  them 
they  did  not  know  of  the  existence  of  the  debentures,  and 
that  even  if  they  had  known  of  the  debentures  they  were 
noE  bound  to  inquire  whether  there  was  any  clause  in  them 
restiictiog  the  Cave  company  from  dealing  with  the  assets 
as  against  the  debenture-holders :  Rt  Valletort  Sanitary 
Steam  Laundry  Co.,  Lim.  (47  S.J.  647 ;  1903,  2  Ch,  654). 
For  the  receiver  it  was  contended  that  the  Cave  company 
had  no  power  to  mortgage  or  pledge  its  assets  in  priority 
to  the  debentures,  and  that,  the  debentures  being  regis- 
tered, and  the  clause  prohibiting  such  a  charge  being  an 
extremely  common  one,  the  bank  ought  to  have  known  of 
the  existence  of  these  debentures  and  of  the  prohibiting 
clause  therein,  contained,  and  that  therefore  the  applicants 
could  not  make  good  their  claim  as  against  the  prior  charge 
of  the  debenture-holders,  to  have  the  register  rectified. 

jriJGUENT. 

KelMwich,  J.,  in  giving  judgment,  said  that  the  question 
was  whether  the  charge  to  the  bank  was  good  as  against  the 
receiver,  who  represented  the  debenture-holders.  It  was 
said  that  the  debentures  had  to  be  registered,  and  that 
therefore  the  bank  had  notice  of  everything  contained  in 
them,  and  were  bound  to  inquire  whether  there  was  any 
clause  restricting  the  Cave  company  from  dealing  with  the 
assets  as  against  the  debenture-holders.  Were  they  bound 
to  do  so?  The  question  has  been  decided  in  He  Vailetort 
Sanitary  Steam  Laundry  Co.,  Lim.,  a  case  that  is  recog- 
nised as  sound  law.  The  bank,  therefore,  were  entitled  to 
be  registered  as  the  owners  of  the  shares. 

(51  S.J.  48.) 


CHANCERY  DIVISION. 

November  13. 
(Before  Wasiington,  J.) 

St  Anglo-IUllaD  Bank  {Limited  and  Reduced). 

Company— Practiet— Reduction  of  Capilal^Payiiig  Of  Capita 

in  Excess  of  Ccmpany's  Wants — Procedure — Companies  Act, 
1867  (30  &  31  Vict.  c.  131),  sets.  9,  15 — Companies  Act, 
1877  (40  £•41  Vict.  c.  26),  sees.  3, 4. 

Petition.  This  was  a  petition  by  the  company  for  the 
sanction  of  the  Court  to  a  reduction  of  the  capital  of  the 
company  by  returning  to  the  shareholders  cash  not 
required  for  the  purposes  of  the  company  to  the  amount  of 
£^  per  share  and  by  reducing  the  nominal  amount  of  the 
shares  from  to  ^^i.  The  company  was  incorporated  in 
1866  with  a  capital  of  j^4oo,oao  divided  into  20,000  shares 
of  ;^2o  each,  of  which  ^15  was  paid  up.  By  special  reso- 
lutions duly  passed  and  confirmed  the  capital  of  the  com- 
pany had  been  from  time  to  time  reduced,  until  at  the  date 
of  th«  resolution  hereinafter  mentioned  it  stood  at 
j^5o,ooo  divided  into  10,000  shares  of  ^^5  each.  On  the 
bth  of  June  1906  the  company  passed,  and  on  tbe  sand  of 
June  confirmed^  a  special  resolution  in  the  following 
terms: — "That  the  capital  of  the  company  be  reduced 
''from  j^'so.ooo  divided  into  io,ooo  shares  of  ^5  each 
"credited  as  fully  paid  up  to  j^ic^ooo  divided  into  10,000 
"shares  of  J^i  each,  and  that  such  reduction  be  effected 
"by  returning  to  the  shareholders  cash  to  the  extent  of  £\ 
'  per  share  upon  each  of  the  said  10,000  shares  and  bj 
"reducing  the  nominal  amount  of  each  of  the  said  shares 
"from  j^s  to  £1."  At  the  date  of  this  resolution  the  capital 
of  the  company  was  largely  in  excess  of  the  wants  of  the 
company.  The  petitioners  referred  to  Re  Calgary  and 
Edmonton  Land  Co.  (50  S.J.  126 ;  1906,  i  Ch.  141),  in  which 
Buckley,  J.,  had  held  that  the  Court  could  not  approve 
a  minute  which  stated  that  capital  had  been  retunied 
until  this  had  actually  been  done ;  and  to  Ke  Lees  Brook 
Spinning  Co.  (54  W.R.  563 ;  1906,  a  Ch.  3^),  in  which 
Swinfen  Eady,  J.,  laid  down  that  the  order  of  tiie  Court 
and  the  registration  of  the  mdnute  were  to  precede  any 
repayment  of  capital. 

JCDCMKNT. 

Warrington,  J.,  confirmed  the  reduction,  and,  following 
the  decision  of  Swinfen  Eady,  J.,  approved  trf  a  form  of 
minute  in  the  following  terms: — "Tht  capital  of  the 
"Anglo-Italian  Bank,  Lim.  (incorporated  a.d.  1866),  is 
*•  ^10,000  divided  into  io>ooo  shares  of  £\  each,  instead  of 
'' £y>,ooo  divided  into  to,ooo  shares  of  £^  each.  At  the 
"  date  of  the  registration  of  this  minute  each  share  is  to  be 
"deemed  to  be  fully  paid  up." 

IJfel  SiJ;  48+  vOglC 
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law  Veports. 


Company  Law. 


COURT  OF  APPEAL. 
Nov.  19. 

(Beforo  Williams,  Moulton.  and  Bucklkv,  L.]}.) 
Peel  V.  The  London  and  North-Western  Railway 
Company. 

Railway  Company—Director — Exptnditun  —  Ultra  Vires — 
Proxiis  —  Stamping — Form  of  Proxy  —  CaHvassing  for 
VoUs. 

Appeal  from  decision  of  Warrington.  J. 

The  plaintiffs,  who  were  stockholders  in  the  defendant 
company,  claimed  an  injunction  to  restrain  the  company  and 
its  directors  from  using  the  fands  of  the  company  in  paying 
for  (a)  the  printing  or  sending  out  any  proxy  piqiers  fen*  ase 
at  any  meeting  of  the  company,  with  the  names  of  the  pro- 
posed proxies  thereon,  or  any  other  proxy  papers,  circulars, 
or  letters  calculated  to  obtain  for  the  directors  or  otherwise 
to  influence  the  votes  of  stock  and  shareholders  of  the  com- 
pany at  any  meeting  of  the  company ;  or  (i)  any  services 
rendered  or  time  spent  or  expenses  incurred  by  any  persons 
(whether  or  not  officers  <x  servants  of  the  company)  in 
seeking  to  obtain  for  the  directors  or  otherwise  to  influence 
such  votes  as  afores^. 

In  1902  certain  questions  of  policy  relating  to  the  manage- 
ment of  the  [railway  arose  between  the  plaintiffs  and  the 
directors  of  the  company. 

The  directors,  previous  to  the  half-yearly  meetings  of  the 
company,  held  in  February  1905  and  August  1905,  with  a 
view  of  obt^ning  the  support  of  the  stockholders  of  the 
company  in  respect  of  their  policy,  sent  out  printed  and 
stamped  proxy  papers  with  the  names  of  three  directors 
printed  thereon,  and  the  return  postage  thereof,  and  also 
circulars  stating  their  case,  and  asking  for  the  votes  of 
stockholders ;  and  they  also  caused  some  of  their  officers  to 
interview  certain  of  the  stockholders  with  a  view  to  obtain- 
ing their  votes. 

Warrington,  J.,  following  Studdtrt  v.  Grosvenor  (1886, 
55  L.].  Rep.,  Cb.  689 ;  L.R-  33  Cb.D.  538],  granted  an 
injunction  as  asked. 

The  defendants  appealed. 

JDDOUBKT. 

Their  Lordships  allowed  tfae  appeal,  holding  that  the 
directors  bad  the  right  and  duty  of  putting  before  the  stock- 
holders what  they  believed  to  be  the  right  policy  in  the 
interests  of  the  company,  and,  after  giving  the  necessary 
information,  sending  out  stamped  proxy  papers  and 
endeavouring  to  obtain  their  support.  The  directors  were 
entitled  to  be  indemnified  out  of  the  funds  of  the  company 
for  any  expenses  so  incurred. 

Appeal  allowed. 

(L.J.  753.) 


income  Tax. 

KING'S  BENCH  DIVISION. 
October  26. 
(Before  Bichau,  J.) 
W.  Hancock  &  Co.,  Llni.  v.  Qlllard. 
Properly  Tax — Landlord  and  Tenant— Dfduclion  from  "  rent 
payable"— Intoms  Tax  Act,  1842  (S      6  Vitt.  c.  35), 
J.  60,  ^0.  IV.,  UiHtk—Compnmliiiti  Fund,  Lietnting  Act, 
1904  (4  Edw.,  VII.  e.  23),  1.  3,  suhstc.  3—DeAittion  from 
Rent  in  respett  of  Contributions  to. 
Action  for  14s.  balance  of  rent  alleged  to  be  due.  The 
defendant  was  the  tenant  at  a  yearly  rent  of  £100,  and 
licensee  of  the  licensed  premises  of  which  the  plaintiffs 
were  the  owners.   Under  the  provisions  of  section  3,  sub- 
section a,  of  the  Licensing  Act.  1904,  the  defendant  paid 
;^2o  in  respect  of  the  contribution  due  to  the  compensation 
fund  established  by  that  Act.    Under  sub-section  3  he 
became  entitled  to  deduct,  and  did  deduct,  a  certain  pro- 
portion of  this  payment,  determined  by  a  scale  set  out  in 
Schedule  II.  of  the  Act,  amounting  in  this  case  to  £14, 
from  the  rent  due  to  the  plaintiffs,  consequently  paying 
to  them  £86  instead  of  £100,  the  rent  reserved  by  the 
lease.   The  premdses  were  assessed  for  the  purposes  of 
income-tax  at  £291   14s.,  and  the  defendant,  between 
January  10  and  April  10  1906,  paid  £14  iis.  8d.  in  respect 
thereof,  at  the  rate  of  is.  in  the  pound  on  the  amount  so 
assessed.  By  section  60,  No.  4  {Ninth),  of  the  Income-tax 
Act,  1842,  the  defetidant  became  entitled  to  deduct  from 
his  next  instalment  of  rent,  due  on  April  10  1906,  so  much 
of  the  above  payment  as  one  shilling  in  the  pound  on  the 
"rent  payable"  by  him  would  amount  to.   The  defendant 
deducted  ^5,  being  at  the  above  rate  on  £100,  the  rent 
reserved  by  the  lease.   The  plaintiffs  claimed  that  he  was 
only  entitled  to  deduct  £4  6s.,  being  at  the  above  rate  on 
£86,  the  actual  amount  of  rent  paid  to  them. 

JUDGMENT. 

Bigham,  J.,  held  that  the  defendant  was  entitled  to 
deduct  so  much  of  his  payment  of  property  tax  as 
amounted  to  is.  in  the  pound  on  j^ioo,  the  rent  reserved, 
and  not  on  the  £HS,  the  amount  of  the  rent  as  reduced  by 
the  deduction  of  the  contribution  to  the  compensation  fund 
established  by  the  Licensing  Act,  1904. 

(L.J.  719.) 


Miscellaneous, 

CHANCERY  DIVISION. 

November  13. 
(Before  Swinfen  Eady,  J.) 
Dott  V.  Brlckwell. 
Money-Lmders  Act,  igoo—Rtgistratum  of  MoMty-Lendtr— 
Unngisttrti  MoHey-Ltndtr — AeHon  for  obtaining  a  Loam 
by  Fraud — 63  <S-  64  Vict.,  c.  51,  j.  2,  siU>-sec.  1. 
This  was  the  trial  of  an  action  asking  for  a  declaration 
that  two  sums  of  £aoo  and  h^big^^^g[^ 
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the  plaintiff  by  the  fraudulent  misrepresentations  of  the 
defendants,  and  for  payment  of  those  sums  with  interest. 
The  alleged  misrepresentations  related  to  the  acquisition 
by  the  defendant  H.  T.  Brickwell,  a  theatrical  manager, 
of  the  right  to  produce  a  comic  opera  provisiooally  called 
"love's  Idol,"  written  by  Herbert  Sparling,  S.  Stanislas, 
and  J.  F.  Soutar.  According  to  the  plaintiff  Brickwell  had 
told  him  he  could  acquire  the  right  for  ^^175,  to  be  paid 
to  the  authors,  and  that  he  would  want  ^^25  more  for 
expenses  in  introducing  the  c^era  to  influential  persons. 
If  the  plaintiff  would  advance  the  money  for  these  pur- 
poses he  should  have  a  half-share  in  the  profits,  the  £200 
bein^  first  repaid  thjereout.  The  plaintiff  accordingly  paid 
£,2Qo  to  Miss  Brickwell  at  the  request  of  her  father,  H.  T. 
Brickwell,  the  latter  being  an  undischarged  bankrupt,  and 
at  plaintiffs  request  a  copy  of  the  agreement  made  with 
the  authors  was  sent  to  him.  In  this  copy  the  considera- 
tion was  stated  as  £i-jf„  but  in  the  agreement  itself  (which 
was  made  with  the  daughter  for  the  reason  above  referred 
to)  it  was  £100,  which  was  the  amount  actually  paid  to 
the  authors,  but  the  defendant  attributed  the  discrepancy 
to  tihe  error  of  a  typist  employed  by  a  Mr,  Chapman,  with 
whom  he  had  business  relations.  His  story  of  the  trans- 
action was  that,  having  had  an  offer  of  the  opera  for  j^i5o, 
he  had  mentioned  it  to  the  plaintiff,  who  riiereupon  pro- 
posed to  go  shares  in  the  venture  to  the  extent  of  £3.00,  and 
that  the  money  was  paid  on  that  footing.  The  £y3  was 
paid  to  Miss  Brickwell  a  month  later  under  circumstances 
also  variously  described  by  the  respective  parties,  and  an 
I  O  U  f or  £$2  los.  was  given.  l*he  plaintiff  is  a  money- 
lender, and  being  unregistered  as  such  the  Moneylenders 
Act,  1900,  was  set  up  in  defence,  but  the  plea  was 
abandoned  as  far  as  regards  the  £200. 

jrOGSIENT. 

Mr.  Justice  Swinfen  Eady :  In  this  case  the  plaintiff  has 
been  held  to  be  a  moneylender,  and  for  the  purposes  of 
these  proceedings  it  is  not  disputed  he  comes  within  the 
Moneylenders  Act,  1900.  His  claim  is,  first,  for  ^^200, 
which  he  says  was  obtained  from  him  by  fraudulent  mis- 
representations made  to  him  at  the  time  of  payment.  His 
complaint  is  that  the  defendant  Henry  Thomas  Brickwell, 
an  old  friend  of  his,  who  unfortunately  is  an  undischarged 
bankrupt,  and  to  whom  plaintiff  has  been  paying  ^^to  a 
week,  came  to  him  and  obtained  the  £200  on  representa- 
tions that  he  had  been  offered  a  comic  opera  on  very 
favourable  terms — namelj',  for  ^175,  to  be  paid  to  the 
authors,  and  that  he  wanted  this  sum  and  ^25  for  expenses 
of  fairing  rooms  and  a  piano  for  the  purpose  of  giving 
people  some  idea  of  the  opera.  The  plaintiff  says  that  the 
offer  defendant  made  was  that  if  be  would  provide  this  sum 
for  those  purposes  there  was  to  be  no  personal  liability 
to  repay  it,  but  that  out  of  the  first  profits  after  paying 
royalties  the  ^£200  was  to  be  repaid,  and  the  residue 


divided  in  equal  moieties  between  the  plaintiff  and 
defendant.   Then  the  defendant  asked  that  the  agreement 

should  be  in  the  name  of  his  daughter  on  account  of  his 
bankruptcy.  The  dai^hter  was  made  a  co-defendant,  and 
has  given  evidence.  It  has  not  been  alleged  either  in  the 
pleadings  or  before  me  that  any  misrepresentation  was 
made  by  her,  and  she  has  been  said  to  be  merely  her 
father's  nominee ;  but  I  am  relieved  from  considering  that 
question,  because  no  judgment  is  asked  against  her.  The 
plaintiff,  having  agreed,  and  having  paid  the  £200,  about 
which  payment  there  is  no  doubt,  asked  for  a  copy  of  the 
agreement  with  the  authors,  and  a  document  was  sent  bim, 
which  purported  to  be  a  full  and  complete  copy,  agreeing 
in  every  particular  except  that  instead  of  £ioi>,  the 
amount  which  appears  in  the  original,  the  copy  has  ^175 
both  in  words  and  figures.  There  is  no  doubt  that  this 
was  an  untrue  statement.  The  defendant  says  he  was 
using  Chapman's  ofiBce.  and  that  the  copy  was  made  by 
the  typist  there,  and  Chapman  says  the  typist  then 
employed  was  a  temporary  one,  and  was  dismissed  by 
bim  for  inaccuracy.  When  pressed  about  the  ^^175  Chap- 
man says  the  copy  was  not  made  from  the  original,  but. 
as  he  believes,  from  rough  notes  and  a  draft ;  but  no  docu- 
ments have  been  produced  tallying  with  his  description, 
and  as  the  copy  contains  the  signatures  it  must  have  been 
prepared  from  the  completed  instrument.  It  is  a  curious 
coincidence  that  the  sum  appearing  in  the  copy  ^ould  be 
the  very  sum  which  the  plaintiff  says  defendant  told  him 
was  to  be  paid.  The  defendant  denies  the  plaintiff's  story, 
and  says  he  told  the  plaintiff  he  could  get  the  play  for 
^150,  and  the  plaintiff  replied,  "If  it  is  so  cheap,  why 
should  not  I  be  in  it?  Suf^ose  I  give  £too"  and  that 
plaintiff  then  arranged  to  give  that  sum.  I  have  no  hesita- 
tion in  accepting  the  plaintiff's  version  as  correct,  and  in 
believing  that  the  £200  was  arrived  at  in  the  way  he  says, 
and  1  do  not  accept  the  story  of  the  typist's  mistake,  for  it 
seems  to  me  as  if  the  larger  sum  had  been  put  in  to  agree 
with  the  statement  which  had  been  made  to  the  plaintiff, 
llien  as  to-  the  ^^50,  the  plaintiff's  story  is  that  it  was 
obtained  by  misrepresentation ;  that  the  defendant  came 
to  him  and  said  be  wanted  money  for  the  expenses  of  a 
.>jyndicate  he  was  forming,  and  that  be  was  trying  to  get 
young  Cambridge  men  to  join  it.  The  defendant  says 
nothing  was  mentioned  except  providing  money  for  Chap- 
man to  go  to  Cambridge,  but  bis  answers  to  intern^atories 
are  inconsistent  with  this,  and  I  thinJi  that  misrepresenta- 
tion was  in  fact  made  with  regard  to  the  £yi.  Under  these 
circumstances  the  plaintiff  is  entitled  to  recover  ;^2oo  with 
interest.  As  to  the  ;^5o.  it  was  held  in  Vietorian  Daylts- 
ford  Syndicate,  Zim.  v.  Doit  (21  Tkt  Times  L.R.  7+2  ;  1905, 
2  Ch.  624)  that  a  contract  in  breach  of  the  statute  is  illegal 
and  void,  but  here  the  plaintiff  is  not  suing  on  any  con- 
trart,  but  says  that  the  ^^o^^nol|  j^sQl^^^^jJj^t  of 
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the  I  O  U)  was  obtained  from  him  by  fraudulent  mis- 
representation, and  he  asks  for  damages.  In  my  opinion 
he  is  entitled  to  recover  damages  for  the  fraud  by  which 
be  has  been  deprived  of  j^5o>  the  use  of  which  he  has  lost 
since  the  month  of  June  1905.  That  loss  is  the  measure  of 
damages,  and  I  assess  them  at  53.  There  will  be  judg- 
ment for  £tfxi  with  interest  from  the  date  of  payment  at 
5  per  cent.,  and  for  ^^53,  and  the  defendant  H.  T.  Brick- 
well  will  pay  the  plaintiff's  costs  and  those  of  bis 
co-defendant. 

(33  Times  Law  Seports.,  61.) 

KING'S  BENCH  DIVISION. 
November  14. 
(Before  Channbll,  J.) 
Bevao  v.  The  Natl<Hial  Bank,  Um.— Bevan  v.  The 
C^^tal  and  Coantles  Bank,  Um. 
B*nher—CiuqHt—Crotiii  Chiqiu—Remving  Pt^mnt  for  a 
Outomer-^ivh^  CrtUt  to  Ctatomor  be/on  Citqnt  CUani— 
CTtdiHng  Customer  in  Bmk's  Boohs^Negligtnce— Holding 
Out — Name  of  Individual  samt  Namt  as  Firm — Bills  of 
Exchange  Act,  1882  (45  ^  46  Viet.  c.  61),  s,  82. 
These  two  actions  were  tried  together  and  raised 
similar  points. 

Bevan  v.  The  National  Bank,  Lim. 
Tii6  plaintiff's  claim  was  for  damages  for  the  wrongful 
conversion  bf  cheques   belonging   to   the  plaintiS,  or 
alternatively,  for  money  received  in  respect  of  the  said 
cheques  by  the  defendants  for  the  use  of  the  pJaintiffs. 

The  facts  and  the  learned  Judge's  inferences  therefrom 
are  fully  stated  in  the  judgment. 

Mr.  Powell,  K.C.,  in  openirg  the  plaintiff's  case,  said 
that  the  plaintiff  had  in  1894  invested  jf4,ooo  on  deb«i- 
tnres  issued  by  a  company  called  tiie  Malcolm  Wade  Print- 
ing Ink  Company.  In  1897  the  plaintiff  commenced  a 
debenture-holders'  action,  and  a  receiver  was  appointed, 
one  Malcolm  Lascelles  Wade  continuing  the  management. 
In  Jannaiy  189S  tbe  plaintiff  offered  for  the  goodwill  and 
the  assets  of  the  company  the  sum  of  £tfioo,  and  in 
October  1898  an  assignment  was  in  consequence  made  to 
him  of  the  business,  &c.>  as  from  January  1898.  The  plain- 
tiff took  offices  and  a  factoiy  in  his  name,  and  Malcolm 
Wade  contumied  as  manager,  tiie  latter  receiving  from  the 
plaintiff  5  per  cent  commission  on  tbe  gross  sales  in  addi- 
tion to  a  minimum  weekly  sum  of  £y,  being  £4  per  week 
ms  salary,  and  ^^3  per  week  for  expenses.  When  tbe  plain- 
tiff took  over  the  business  he  opened  an  account  for  the 
purposes  of  the  business  at  a  bank  in  Cheiq>side,  which 
was  subsequently  absorbed  by  Lloyd's  Bank.  The  account 
was  opexied  in  the  name  of  "Malcolm  Wade  &  Co.,  C.  M. 
Bevan,  sole  proprietor."  All  cheques  were  drawn  on  that 
bank.  Ibe  words  "Molcokn  Wade  ft  Co."  being  placed 
thereon  by  nieana  of  a  rubber  stamp  and  the  plaintiff  sign- 
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ing  his  own  name  thereunder.  Wade  had  no  authority  to 
draw  cheques,  but  had  authority  to  endorse  cheques 
received,  and  it  was  bis  duty  to  pay  all  the  business 
cheques  into  the  Cheapside  branch  of  Lloyd's  Bank.  The 
conduct  of  the  bosiness  was  left  almost  entirely  in  Wade's 
hands,  the  plaintiff  from  time  to  time  viuting  the  business 
and  receiving  reports  in  relation  thereto.  The  accounts 
were  audited,  but  no  audit  was  made  after  the  year  1903. 
Owing  to  ill-healtfa  the  plaintiff's  attendances  on  the  busi- 
ness became  less,  and  in  1902  there  being  no  profits  the 
plaintiff  expressed  a  widi  to  sell,  or,  in  default,  wind  up 
the  business.  On  April  29  1905  Wade  died.  It  was  sub- 
sequently discovered  that  Wade  had  been  embezsling  and 
falstfymg  the  accounts,  by  means  of  a  supplementary  Cash 
Book.  The  defalcatioDs  amounted  to  about  ;f  1 ,800.  It  was 
discovered  that  Wade  had  opened  in  1902  an  account  with 
tbe  defendants'  bank  in  has  own  name.  In  tbe  Signature 
Book  was  the  entry  "Malcolm  L.  Wade,  trading  as 
Malcolm  Wade  ft  Co.,"  but  the  account  in  the  Ledger  was 
headed  and  was  always  worked  in  the  name  of  "  Malcolm 
Lascelles  Wade."  Wade  would  select  certain  cheques 
received  and  enter  them,  not  in  the  ordinary  Cash  Book, 
but  in  the  supplementaiy  Cash  Book,  and  also  post  them 
in  the  Ledger.  Tliese  cheques  he  then  paid  into  his  private 
account  at  the  defendants'  bank.  Some  payn:ents  were 
made  out  of  that  account  by  Wade  for  tbe  purposes  of  the 
business,  but  those  were  less  than  the  payments  in. 
Counsel  for  the  plaintiff  contended  that  the  defendants 
had  received  cheques  so  drawn  as  ought  to  have  called  their 
attention  to  the  fact  that  they  were  not  properly  receivable 
by  them.  Several  cheques  drawn  by  various  firms  made 
payable  to  "Malcolm  Wade  &  Co.  or  Order"  were  paid 
into  Wade's  account  at  the  defendants*  bank.  Of  these 
all  were  crossed  generally  ('&  Co."),  some  were  crossed 
"not  negotiable"  and  "account  of  payees"  in  addition, 
and  some  were  crossed  "not  negotiable."  Wade  endorsed 
these  cheques  "Malcolm  Wade  &  Co."  by  means  of  a 
rubber  stamp,  writing  thereunder  "M,  L.  Wade."  Some 
cheques  were  drawn  by  the  plaintiff  on  Lloyd's  Bank  in 
favour  of  "M.  L.  Wade  or  Order,"  and  signed  "Malcolm 
Wade  ft  Co.,  C.  M.  Bevan,"  and  sometimes  the  words 
"account  wages"  would  be  "added  to  the  cheque;  these 
cheques  would  be  endorsed  M.  L.  Wade."  The  bank 
ought  to  have  noticed  that  something  was  irregular  by  such 
cheques  being  paid  into  Wade's  private  account.  The 
bank  had  no  right  to  place  these  cheques  to  "Malcolm 
Lascdles- Wade's  "  account.  On  the  very  day  when  the 
cheques  were  paid  in  there  had  been  an  immediate  credit, 
entries  being  made  in  the  Ledger  and  then  in  the  Pass 
Book,  thus  going  further  than  that  done  in  the  case  of 
Akkrokerri  (Atlantic)  Mines,  Lim.  v.  Economic  Bank  (ao  The 
TimisUR.  564;  '904.  2  K.^J^^^1@Q«iy™[^ 
to  draw  agauut  the   amooaL     There  had  CBeen  an 
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immediate  credit,  and  a  receipt  by  die  defendants  for 
themielves  witfain  the  meaning  of  Capital  and  Counties 
Bank,  Lim.  v.  Gordon  (19  The  Times  L.R.  463;  1903,  A.C. 
^40),  and  there  bad  beea  an  effective  credit.  The  acts  com- 
plained of  being  prior  in  date  to  the  Bills  of  Exchange 
(Crossed  Cheqtwa)  Act,  1906  (6  Edw.  VII.,  c.  17),  which 
was  not  retrospective,  that  statute  did  not  apply.  The 
words  "not  negotiable  "  ought  to  have  been  notice  to  the 
bank  that  the  cheque  might  not  be  in  the  right  hands. 
Those  words  oug^t  to  impose  more  strictness  on  the  part 
of  a  bank  tfaan  when  they  were  omitted.  Aa  the  defendants 
relied  on  tbe  iHX)visions  of  section  83  of  the  Bills  of 
Exchange  Act,  1883  (45  &  46  Vict,  c.  61) — vbich  provides  : 
"Where  a  banker  in  good  faith  and  without  negligence 
"receives  pajonent  for  a  customer  of  a  cheque  crossed 
"generally  or  specially  to  hiimself,  and  the  customor  has 
"no  title  or  a  defective  title  thereto,  the  banker  shall  not 
"incur  any  liability  to  the  true  owner  of  the  cheque  by 
"reason  only  of  having  received  such  payment  " — the  onus 
was  on  the  defendants  to  show  that  they  came  witiiin  the 
protection  of  the  section.  The  defendants  had  to  prove 
that  they  took  the  cheques  in  good  faith,  and  that  the 
cheques  were  taken  without  negligence,  that  they  received 
payment  without  negligence,  and  that  they  were  received 
for  a  customer.  The  defendants  alleged  that  they  had 
received  the  cheques  in  good  faith,  without  negligence  and 
for  a  customer,  and  were  protected  by  section  82.  They 
further  alleged  that  Wade  had  been  held  out  as  sole  pro- 
prietor or  as  a  person  having  autiiority  to  deal  with  the 
cheques.  They  claimed  that  so  far  as  the  cheques  had 
been  used  by  Wade  for  Bevan's  business  fbey  could  set  off 
that  amount  against  the  plaintiff's  claim. 

Mr.  Atkin,  K.C.,  contended  on-  behalf  of  the  defendants 
that  the  bank  had  acted  in  good  faith.  Wade  was  a 
customer,  and  the  bank  bad  received  payment  for  him 
without  any  negligence.  As  to  the  suggestion  that  the 
baiLk  was  negligent  in  not  discovering  that  {mother  person 
and  not  Wade  was  the  proper  person  to  draw  cheques,  or 
that  another  person  was  drawing  cheques  on  behalf  of 
Malcolm  Wade  ft  Co.,  the  duty  of  the  teller  at  the  bank 
was  to  pay  particular  attention  to  the  endorsements  on  the 
cheques,  but  not  to  the  rame  of  the  drawer.  It  was  not 
n^lig«nce  that  the  name  of  C.  M,  Bevan  on  cheques 
drawn  by.  Malcolm  Wade  ft  Co.  on  Lloyd's  Bank  and  paid 
into  Wade's  account  at  the  defendants'  bank  had  not  been 
noticed.  Cheques  had  been  paid  in  for  some  time,  yet  no 
complaint  had  been  made  by  the  plaintifi.  The 
defendants  only  became  holders  to  a  very  limited  extent. 
The  evidence  proved  that  credit  had  not  been  given  until 
after  the  cheques  bad  been  cleared.  The  entering  of  the 
cheques  paid  in  immediately  in  the  Ledger  was  not  a 
giving  of  credit — Akirokerri  {Atlantic)  Mines,  Lim,  v. 
Economic  Bmh  (1904,  2  K.  B.  463}.    The  entries  in  the  Pass 


Book  were  not  made  till  Ae  following  day,  tfum^  in  the 
case  of  cheques  paid  in  after  2.30  p.m.  the  resnlt  would 
not  then  be  known  of  the  clearing.  Cheques  paid  in 
before  2.30  p.m.  would  be  cleared  and  the  result  known 
before  the  entries  in  the  Pass  Book  were  made.  There 
were  two  occauons,  however,  on  whiiih  the  defendanti 
credited  Wade  before  tlm  money  had  been  collected,  bnt 
in  those  cases  tiie  defendants  were  protected,  because 
Wade  had  been  held  out  as  a  person  having  authority  to 
deal  with  the  cheques.  The  plauntiff  by  his  conduct  had 
allowed  Wade  to  act  as  if  Wade  luid  power  to  deal  with 
the  cheques — Ramaaotti  v.  Bowring  (7  C.B.  N.S.  851),  aad 
Harper  v.  Marten  (11  THe  Times  L.R.  368).  The  slightest 
examination  of  the  books  by  the  plaintiff  would  have  dis- 
closed to  him  the  existence  of  the  supplementary  Cash 
Book,  and  he  was  negligent  in  omitting  that  precaution. 

Mr.  Powell,  for  the  plaintiff,  in  reply,  admitted  that  the 
defendants  acted  in  good  faith,  but  he  contended  that  the 
defendants  had  been  negl^;ent  in  their  dealing  with  the 
cheques,  as  the  fact  that  they  received  cheques  drawn  by 
"  Malcolm  Wade  ft  Co.,  C.  M.  Bevan  *'  should  have  pat 
them  on  inquiry.  Even  assuming  that  the  defendants  had 
not  been  negligent,  tbey  must  show  that  they  took  the 
cheques  merely  as  a  conduit  pipe  for  their  customer.  They 
had  failed  to  ^how  that,  and  the  case  came  therefore 
^thin  the  decision  in  Capital  and  Counties  Bank  v.  Gordon. 

Mr.  Justice  Channel! :  That  appears  to  be  so  in  regard 
to  some  of  the  cheques. 

Counsel  stated  that  all  the  cheques  were  taken  in  the 
same  way.  As  soon  as  the  cheques  wne  received  by  the 
defendants  th^  wm  credited  to  Wade  in  the  bank  Letlger, 
and  the  defendants  allowed  the  cheques  to  be  drawn  upon 
at  once,  <:«  at  all  events  they  could  have  been  at  once 
drawn  against.  That  took  the  deftedaots  out  of  the  pro- 
tection of  section  83.  The  defendants  became  holders  for 
value  of  the  cheques.  Ex  parte  Rieidale  (19  Ch.D.  409), 
Xoyal  Bank  of  Scotland  v.  Tottenham  [10  The  Times  L.R. 
569 ;  1894,  3  Q.B.  715).  With  regtud  to  the  case  of  Akkro- 
kerri  {Ailantie)  Mines,  Zdm.  v,  Eeonomie  Bankf  the  decision 
tbere  was  not  in  point.  The  bank  in  that  case  wu  not  a 
bank  of  the  ordinary  type,  and  by  its  very  constitution  it 
was  an  agent  for  collection.  There  was  also  a  communi- 
cation beforehand  to  the  customer  that  credit  would  not 
be  given  until  the  cheques  wMe  cleared.  That  case,  there- 
fore, was  no  authority  in  favour  of  the  defendants.  It  was 
said,  however,  in  the  present  case  that  the  plaintiff  was 
estopped  by  his  conduct  from  claiming  in  respect  of  these 
cheques,  inasmnch  as  he  in  effect  held  out  Wade  as  pro- 
prietor and  kept  in  the  bac^round  himself.  Aa  to  this 
there  was  no  holding  ovt  of  Wade.  The  plaintiff  had  no 
knowledge  of  the  fact  that  Wade  had  aa  account  witfa  die 
defendants.  If  the  plaintiff  had  made  an  investigation  of 
the  books  and  Aereafta  did  nothing  the  ^se  might  be 
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differait,  but  the  plaintifi  never  knew  of  the  eapplementaiy 
■Caafa  Book.  It  was  also  said  by  the  defendants  that  the 
.proceeds  of  the  cheques  went  into  the  plaintiff's  business. 
In  only  a  veiy  few  instances  conid  that  be  suggested,  and 
in  any  event  there  were  no  facts  upon  which  the  point 
■could  now  be  signed.  The  matter  would  be  for  an 
.account. 


Bbvan  v.  The  Capital  and  CouNtiBS  Bank,  Lih. 

The  idaintifiTs  claim  was  in  respect  of  two  cheques  paid 
~bj  Wade  into  his  private  account  which  he  had  opened  at 
the  defendants'  barik  at  a  time  which  was  almost  simul- 
taneous with  the  opening  (A  the  sui^lementaiy  Cash  Book 
hy  him.  The  facts  wene  very  similar  to  those  in  Bevan  v. 
The  National  Bank. 

Wade  opened  this  account  in  the  name  of  "Malcolm 
Lascelles  Wade,"  and  no  indication  was  then  given  that 
lie  carried  on  business  as  "Malcolm  Wade  &  Co."  Two 
cheques  were  padd  into  Wade's  account,  the  one  dated 
June  33  1901,  drawn  upon  Barclay  &  Co.  in  favour  of 
Malcolm  Wade  &  Co.  crossed  "not  negotiable"  and 
'account  of  payees."  The  second  cheque  was  crossed 
'  not  negotiable."  The  bank  manager,  when  cheques  pay- 
able to  "Malct^  Wade  ft  Co."  were  pud  in  and  endorsed 
by  Wade  as  "Malcolm  Wade  &  Co.,"  did  not  inquire  as  to 
who  the  "company  "  was,  takii^  it  for  granted  that  there 
were  no  partners,  and  that  Wade  was  trading'  in  that  style. 
Neither  of  the  cheques  were  credited  to  Wade  before  they 
bad  been  cleared,  lit  appealed  from  the  evidence  that  a 
cOiequo  drawn  by  "  Malcolm  Wade  ft  Co.,  C.  M.  Bevan  " 
had  been  paid  in  before  the  dates  of  the  cheques  in  ques- 
tion, but  the  junior  clerk  had  not  called  the  manager's 
attention  thereto.  The  first  cheque  crossed  "not 
negotiable"  and  "account  of  payees**  was  for  15s.* 
and  from  the  aupplemeutaiy  Casli  Book  it  appeared  that 
three  items  amounting  to  that  sum  had  been  paid  out  on 
account  of  the  firm's  debts,  with  the  exception,  perhaps, 
of  the  last  item— iss.  6d.— which  was  doubtful. 
It  was  contended  for  the  plaintifi  that  the  bank  had  been 
godl^  of  negligence  in  receiving  the  dieqnea. 

JVDGUBNT. 

Mr.  Justice  Channell  said  that  he  had  now  to  give  judg- 
ment in  these  two  actions,  which  were  almost  identical. 
He  would  give  judgment  in  the  first  action  first  because 
the  greater  part  of  what  he  had  to  say  in  ref«%nce  to  it 
would  be  applicable  to  the  second  action,  and  he  would 
then  add  anything  that  was  necessary  as  to  the  latter.  The 
action  was  brought  by  Mr.  Bevan,  who  was  the  stde  pro- 
prietor oi  a  business  carried  on  under  the  firm-name  of 
Malcolm  Wade  ft  Co.  Malcolm  Wade  was  his  manager, 
and  the  person  who  appeared  as  taking  tiie  active  part  in 
the  management  of  the  business.  How  that  came  about 
was  this.   Malcolm  Wade  had  originally  had  a  business 


of  his  own,  which  later  he  formed  into  a  company.  Mr. 
Bevan  advanced  money  to  that  company  upon  debentures, 
and  eventually  he  had  to  bring  a  debenture-holder's  action, 
which  resulted  in  the  liquidation  of  the  company,  and  he 
(Bevan)  bought  from  the  Uquidatw  the  business  and  good- 
will. He  did  not  himself  know  anjrthing  about  the  manu- 
facture of  printing  ink,  and  as  it  was  therefore  necessary 
that  he  should  have  a  manage,  he  employed  Malcolm 
Wade  in  that  c^aci^.   Desiring  to  retain  what  goodwill 
there  was  attadied  to  the  name  of  Malcolm  Wade,  Mr. 
Bevan  determined  to  carry  on  the  bnsinesB  under  the  namo 
of  Malcolm  Wade  &  Co.    He  left  the  entire  management 
to  Wade,  and  one  of  the  points  that  had  been  argued 
turned  upon  that — namely,  to  what  extent  did  tiiat  mode  of 
carrying  on  the  business  amount  to  a  holding  out  of  Wade 
as  being  either  a  partner  in  the  business  or  sole  pnfnietor 
of  it?  It  was  contended  tiiat  as  nobody  else  appeared  in 
the  management,  and  as  Wade's  name  was  the  only  name 
that  appeared,  that  that  amounted  to  a  holding  out  of 
Wade  as  sole  proprietor  of  the  business,  and  as  such 
entitled  to  deal  with  its  property  as  he  liked.  There  was 
very  little  authority  about  the  effect  of  using  as  a  firm- 
name  the  name  of  a  particular  existing  individual,  and 
employing  tiiat  person  in  some  capacity  in  the  business. 
One  case  was  quoted  by  Mr.  Atkin  in  which  the  facts  were 
extremely  like  this,  the  case  of  Harper  v.  Marten.  That 
was  a  case  in  which  an  unddsclosed  principal  came  forward 
to  sue  upon  a  contract.    So  also  was  the  other  case  of 
Jtamaaatti  v.  Bowing,  upon  which  tin  decision  in  Harder 
V.  Marten  mainly  proceeded.  These  cases  invtdved  some- 
what different  considerations  from  those  arinng  in  the 
present  case,  and  he  did  not  think  there  was  any  evidence 
in  the  present  case  upon  which  he  ought  to  find  that  Wade 
was  held  out  to  anybody,  atiU  less  to  either  of  the 
defendant  banks,  as  being  the  sole  proprietor  of  the  busi- 
ness.  The  use  of  Wade's  name,  coupled  with  the  fact 
that  he  was  there  in  tiie  apparent  management  of  the 
business,  did  amount,  in  his  opinion,  to  a  holding  out  of 
Wade  as  a  partner,  bnt  it  was  not  enough  for  tiie  defend- 
ants to  show  that,  because  what  Wade  did  in  paying  the 
firm's  cheques  into  his  private   account  was  clearly 
beyond  a  partner's  authority.    As  to  the  firm-name  of 
Malcolm  Wade  ft  Co.,  it  was  perfectly  true  that  many 
individuals  trading  on  their  own  account  added  "ft  Co." 
to  their  name,  probably  to  distinguish  their  trade  transac- 
tions from  their  private  transactions,  but  that  was  not  so 
universally  done  that  one  could  assume  that  because  the 
name  was  "Malcolm  Wade  ft  Co."  thare  was  no  "ft  Co."  ; 
no  one  had  a  right  to  assume  that  &ere  were  no  partners. 
It  seemed  to  Hm,  therefore,  that,  although  there  was  a 
holding  out  of  Wade  as  a  partner,  there  was  no  holding 
hdm  out  as  sole  proprietor.   The  main  question  he  b~ ' 
then  to  consider  wasT  ^whether  the  defe^i^Emts 
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entitled  to  the  protection  of  section  83  of  the  Bills  of 
Exchaage  Act,  1883 ;  but  before  he  came  to  the  construc- 
tion of  that  section  he  would  state  shortly  what  happened. 
When  Mr.  Bevan  took  over  tiie  business  and  started  to 
conduct  it  under  the  management  of  Wade,  be  opened  a 
banking  account  with  Lloyd's  Bank,  and  it  was  arranged 
that  he  only  should  sign,  the  form  adopted  being  that  a 
rubber  stamp  with  the  name  "Malcolm  Wade  &  Co." 
thereon  was  impressed  almost  invariably,  and  below  that 
he  signed  his  own  name,  "  C.  M.  Bevan,"  and  without  diat 
si^ature  Lloyd's  Bank  would  not  honour  a  cheque.  That 
was  the  real  firm  account.  Mr.  Bevan,  living  in  the 
conntiy,  being  part  of  tiie  time  in  ill-health  and  part  of  the 
time  abroad}  used  to  sign  cheques  in  blank,  protecting 
himself  by  adding  t3ie  word  "wages,"  and  marking  the 
cheques  "  under  ^^40  " ;  he  then  entrusted  them  to  Wade 
as  manager  to  fill  up  as  occasion  required.  In  that  way 
the  wages  required  week  by  week  were  provided  for,  and, 
of  course,  any  other  cheques  had  to  be  sent  to  Mr.  Bevan 
for  his  signature.  It  was  obvious  that  that  was  not  a  very 
convenient  method  of  doing  business,  especially  when  Mr. 
Bevan  was  abroad.  Wade,  in  fact,  when  he  became 
manager,  opened  two  banking  accounts— one  with  the 
Capital  and  Counties  Bank,  and  later  the  other  with  the 
National  Bank,  and  Wade  commenced  the  practice  of 
paying  in  firm's  cheques — that  was,  cheques  payable  to 
the  firm — into  one  or  other  of  these  two  accounts,  and  he 
opened  at  about  the  same  time  as  the  first  of  these  banking 
accounts  a  supplementary  Cash  Book,  in  which  he  debited 
himself  with  the  cheques  that  he  paid  in  to  one  or  other  of 
these  accounts  (using  the  proper  Cash  Book  of  the  firm  for 
those  cheques  which  passed  through  Lloyd's  Bank),  and 
setting  against  those  cheques  in  ihe  supplementazy  Cash 
Book  payments  which  he  professed  to  have  made  on 
account  of  the  firm.  The  transaction  was  a  peculiar  one, 
but  in  all  probability  it  was  commenced  without  any 
fraudulent  intent,  and  there  would  have  been  no  objection 
to  it  if  he  had  told  Mr.  Bevan  and  got  his  authority.  That, 
however.  Wade  never  did.  That  being  what  happened,  it 
was  necessary  to  consider  what  the  effect  was  in  relation 
to  the  defendant  banks.  It  followed  from  the  peculiar 
course  of  proceeding  that  Wade  should  pay  into  the  bank 
the  firm's  cheques;  whether  it  was  done  iand  fide  or 
fraudulently,  that  was  an  essential  part  of  the  scheme.  He 
also  endorsed  the  cheques.  He  had  authority  to  endorse 
cheques  for  the  purpose  of  paying  them  into  Lloyd's  Bank. 
Not  much  had  been  said  upon  the  matter  of  the  endorse- 
ments.  But,  inasmuch  as  he  (the  Judge)  had  said  that 
Wade  was  held  out  as  a  partner,  and  as  a  partner  he 
would  have  authority  to  endorse  cheques,  no  complaint 
could  be  made  as  to  the  endorsements.  Upon  the  facts 
it  was  clear  that  besides  Uie  cheques,  the  subject  of  the 
*wo  actions,  there  must  have  been  a  considerable  number 


of  other  cheques  paid  in,  and  he  gathered  (hat  the  chequev- 
wfaich  had  been  selected  were  those  marked  'not 
negotiable."  Obvioasly  I2wre  would  have  been  no  cue 
as  to  cheques  not  so  maiked,  and  it  would  have  been  prac- 
tically hopdess  for  the  plaintiff  to  have  sued  in  respect 
of  them-  In  the  first  action  there  were  about  20  cheques 
and  in  the  second  action  two  cheques,  which  were  all 
marked  "not  negotiable."  Whai  happened  in  reference 
to  the  opening  of  the  account  with  Uie  National  Bank  was 
tliis.  Wade  was  inilirodnced  to  Ifae  manager  by  a  gentle- 
man known  to  the  bank.  He  was  described  as  a  printing 
ink  manufacture,  and  he  signed  his  name  first  as- 
"Malcolm  L.  Wade,"  and  die  account  was  abont  to  be 
open«d  simply  as  a  private  account  of  Malcolm  Wade ; 
but  in  the  course  of  convOTsation  he  appeared  to  have 
said  to  the  mianager  that  he  traded  as  Malcolm  Wade  k 
Co.  Tbereapon  the  manager,  inking  it  would  be  better 
to  have  tlie  signature  of  Malcolm  Wade  ft  Co.,  gave  the 
book  to  Wade  to  sign  again,  but  he  merely  signed 
"  Malcolm  L.  Wade  "  again,  saying  that  he  was  Malcolm 
Wade  &  Co.  Very  shortly  afterwards  cheques  began  to  be 
padd  in  which  were  payable  to  Malcolm  Wade  ft  Co.,  but 
these  presumably  were  not  marked  "not  negotiaUe."  Tlieae 
it  would  be  perfectly  right  to  place  to  Wade's  account 
But  when  tiiey  came  to  a  cheque  which  was  marked  "not 
negotiable,"  and  also  marked  "account  of  payees,"  the 
matter  was  a  little  different  In  the  case  of  such  cheques 
what  had  to  be  considered  was  whether  the  defendants 
came  within  section  83  of  the  Bills  of  Exchange  Act.  1882. 
It  would  be  better  to  deal  first  with  the  question  under 
that  section  whether  the  defendants  received  those  cheques 
for  a  customer.  That  point  had  been  dealt  with  in  the 
House  of  Lords  in  Capital  and  Counfiu  Bank  v.  Gordon. 
There  k  was  said  that  where  credit  was  given  for  a  cheque 
as  soon  as  it  was  handed  in,  and  the  cheque  was  allowed 
to  be  drawn  against  before  it  had  been  cleared,  the 
receiving  banker  received  the  money  not  for  the  customer, 
bnt  for  himself  as  a  holder  for  value.  Hut  being  so,  (he 
first  thing  to  be  done  was  to  look  through  the  cheques  to 
see  whether  any  of  them  were  excluded  from  section  82  by 
the  fact  that  credit  was  really  given  for  them,  and  there- 
fore that  they  were  not  received  for  a  customer.  There 
were  three  cheques,  dated  respectively  January  6  1905, 
for  £$a  143.  8d. ;  February  25  1905,  for  ,^93  as.  id. ;  and 
March  25,  for  £66  16%.  5d.,  all  of  which  were  drawn 
against  before  they  were  cleared,  and  these,  therefore,  the 
bank  received  payment  of  in  their  own  right  and  were 
aceonntable  for  them  unless  they  had  any  other  answer. 
As  to  the  other  cheques  in  the  plaintiff's  claim  in  the  first 
action,  it  was  asgued  on  behalf  of  the  plaintiff  that  they 
were  in  the  same  category  as  the  three  he  had  just  referred 
to.  It  was  said  that  the  practice  of  the  bank  was  to  entM* 
in  their  own  books  the  gl^Of^  by^S^^^f^  ^ 
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received ;  that  if  a  London  cheque  was  paid  in  before  2.30 
ua  any  day  it  would  be  cleared  the  same  day ;  if  it  was 
paid  in  later  than  3.30  it  would  not  be  cleared  until  next 
morning ;  but  that  they  entned  the  cheques  on  the  day 
they  were  received,  and  they  did  so  also  with  country 
cheques,  although  these  could  not  be  cleared  until  a  later 
day.  Having  done  that,  the  practice  of  the  bank  further 
was  that  if  the  customer's  Pass  Book  was  in  the  banJr  they 
entered  the  cheque  in  the  Pass  Book  the  next  morning, 
and  they  entered  it  as  of  the  previous  day,  when  it  was  in 
fact  received.  Those  entries  in  the  Pass  Book  in  respect 
of  cheques  paid  in  before  3.30  on  the  previous  day  would 
not  be  made  until  the  cheques  were  cleared,  but  as  to 
cheques  paid  in  later  in  tiie  day,  and  also  as  regards 
country  cheques,  the  entries  in  the  Pass  Book  would  be 
made  before  the  cheques  were  cleared.  It  was  said  for 
the  plaintiff  that  that  was  a  giving  of  credit  within  the 
decision  in  Capital  and  Couniits  Sank  v.  Gordon.  If  it 
were  proved  in  any  particular  case  that  tlie  customer  got 
his  Pass  Book  away  from  the  bank  early  in  the  day  there 
might  then  be  a  complete  giving  of  credit,  but  it  was  prac- 
tically impossible  to  show  that.  In  a  case  decided  by  Mr. 
Justice  Bigham,  Akkrokerri  {Atlantic)  Mines  v.  Economic 
Bank,  the  question  was  dealt  with  whether  entries  in  the 
bank's  own  books  and  not  communicated  to  the  customer 
was  a  giving  of  credit.  Mr.  Justice  Bigham  held  that  a 
credit  not  communicated  came  to  nothing.  Personally  he 
agreed  witii  that  view.  In  bis  opinion,  when  the  House 
of  Lords  talked  about  credit  being  given,  he  considered 
that  meant  credit  being  effectively  given.  An  entry  in  a 
person's  own  book  in  such  a  case  had  clearly  no  effect 
until  communicated  to  the  person  interested.  U  might  be 
withdrawn,  and  it  was  a  mere  entry  for  convenience  of 
bookkeeping.  If  Mr.  Justice  Bigham  did  decide  that  in 
the  case  mentioned  it  would  be  sufficient  for  him  (Mr. 
Justice  Channell)  to  follow  that  decision.  He  was,  how> 
ever,  not  quite  cleait  that  Mr.  Justice  Bigham  did  decide 
the  point,  because  the  facts  vrere  not  quite  the  same.  In 
that  case  there  was  evidence  of  a  prior  agreement  that 
credit  would  aot  be  given  until  the  cheques  were  cleared. 
Here,  as  he  had  said,  he  did  not  think  that  the  House  ol 
Lords  meant  to  say  that  a  mere  credit  by  entry  in  the 
bank's  books  not  commuoicated  to  the  cujitomer  would 
have  any  effect.  Nor  in  bis  opinion  did  any  of  the  other 
cases  show  that  such  an  entry  would  have  any  effect.  But, 
just  as  in  the  case  before  Mr.  Justice  Bigham,  there  was 
on  a^eement  prior  to  the  cheques  being  paid  in  that  they 
should  not  be  taken  as  credited,  so  there  might  be  an 
agreement  that  cheques  should  be  credited,  and  the  plain- 
tiff in  this  case  appeared  to  say  that  such  an  agreement 
should  be  inferred  from  the  practice  of  tiie  bank.  He  (the 
Judge]  did  not  think  there  was  enough  to  enable  him  to 
infer  that  Wade  was  entitled  by  (he  course  of  business  to 


draw  against  the  cheques  as  soon  as  they  were  paid  in. 
He  therefore  came  to  the  conclusion  that  as  to  the  cheques 
other  than  the  three  he  had  mentioned  the  defendants  had 
received  them  for  a  customer  and  not  for  themselves 
within  the  meaning  of  section  82.  Then  came  the  question. 
Did  they  receive  them  in  good  faith  and  without  negli- 
gence ?  There  was  do  doubt  about  it  that  they  received 
them  in  good  faith.  But  it  was  said  for  the  plaintiff  that 
it  was  negligence  on  the  part  of  the  defendants  to  place 
cheques  vrhich  on  the  face  of  thrai  were  firm  cheques  to  an 
account  which  on  the  face  of  it  was  a  private  account, 
especially  when  marked  "  account  of  payees."  That  mark* 
ing  was  not  provided  for  by  the  Bills  cA  Exchange  Act.  It 
had  grown  up  in  order  furtiier  to  protect  the  drawer  of  a 
cheque  against  the  consequences  of  it  being  lost  or  stolen. 
It  was  a  direction  to  the  receiving  banker  that  the  drawer 
desired  to  pay  the  particular  cheque  into  the  bank  which 
kept  the  account  of  the  payee.  To  disregard  a  direction 
of  that  kind,  if  the  banker  had  information  which  might 
lead  him  to  think  that  the  {u:count  into  which  he  was  pay- 
ing the  amount  was  not  the  payee's  account  would,  in  his 
opinion,  be  negligence.  Here  the  defendants  said  that  they 
took  and  paid  these  cheques  into  this  account  because  th^ 
understood  that  Wade  was  trading  as  Malcolm  Wade  &  Co. 
He  had  already  held  that  there  was  not  enough  in  the  case 
to  establish  a  holding  out  of  Wade  as  sole  proprietor  of 
the  business,  but  those  circumstances,  which  were  relied 
upon  by  the  defendants  as  showing  such  a  holding  out  had 
a  material  bearing  upon  the  question  of  negligence,  and  if 
the  matter  stood  there  alone  he  should  be  quite  clear  that 
there  was  no  negligence  in  accepting  Wade's  statement  that 
he  was  Malcolm  Wade  &  Co.,  especially  as  they  had  no 
means  of  making  any  inquiry  upon  the  matter.  Another 
point  was,  however,  relied  upon  as  showing  negUgence. 
Some  months  after  Wade  opened  the  account  a  cheque  was 
paid  in  to  that  account  drawn  by  Mr.  Bevan  upon  Lloyd's 
Bank,  and  it  was  said  that  the  dcfmdants  ought  to  have 
seen  from  that  that  the  proper  firm  account  was  with 
Lloyd's  Bank,  and  that  the  direction  "payee's  account" 
meant  pay  to  Lloyd's.  There  were  also,  beginning  at  a 
later  date,  cheques  drawn  on  the  National  Bank  and  paid 
into  Lloyd's  Bank.  It  was  true  that  if  those  things  had 
come  before  a  person  in  a  position  to  onderstand  banking 
business  they  might  have  raised  some  suspicion  in  his 
mind.  The  manager  had  stated  that  they  never  came 
before  him,  and  would  only  come  before  a  junior  clerk, 
whose  duly  was  to  make  bookkeeping  entries,  and  who 
never  drew  the  manager's  attention  to  them.  There  was 
this  further  to  be  said  about  it  that  it  did  not  occur  until 
after  a  considerable  number  of  cheques  were  paid  in,  the 
defendants  taking  them  in  good  faith  in  consequence  of 
Wade's  statement  that  he  was  the  only  n^son  trading  as 
Malcolm  Wade  &  Co.  Thg^g^^jpgyfegO^iCor 
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some  time,  one  of  these  three  cheques  was  paid  in  which  , 
might,  if  it  bad  come  before  a  principal,  have  excited  some 
suspicion.   14  never  did  come  before  a  principal,  and  upon 
the  whole  he  came  to  the  cooclusion  that,  as  to  the  great ' 
majority  of  the  cheques,  the  defendants  were  entitled  to  j 
the  <protecti(Xi  of  section  82  as  having  received  them  from  a 
customer,  and  having  done  it  in  good  faith  and  without 
negligence.   If  he  was  wrong  in  that  he  thought  the  only 
case  as  to  negligence  at  all  was  as  to  such  cheqaes  as  were 
crossed  "account  of  payees."  The  remaining  qneation  was 
ndiether  there  was  any  answer  by  die  National  Bai^  as  to 
the  three  cheques  he  had  referred  to.  The  holding  out  point 
did  not  give  them  an  answer,  and  the  other  answer  he  had 
to  deal  with  was  as  to  what  became  of  the  monejr.  Ii 
was,  he  thought,  perfectly  clear  that  if  Wade  improperly 
paid  into  his  private  account  the  firm's  cheque  for,  say, 
iCS't  ^^'^  after  having  paid  it  in  be  drew  out  £^2  and  paid  j 
it  to  Mr.  Bevan,  the  bankers  could  not  be  made  liable  foi  , 
the  £$2.  Equally,  if  be  paid  the  ^^52  strai^t  into  Lloyd's 
Bank.  In  this  case  they  had  two  ways  of  getting  informa- 
tion as  to  what  became  of  the  money.   One,  of  course,  was  I 
the  bank  Pass  Book,  from  which,  applying  the  ordiaarj  . 
princii^e  attributing  payments  in  order,  could  be  seen 
what  was  the  next  money  drawn  out.   In  tiias  case  there 
was  also  the  si:^>plementaiy  Cash  Book,  in  vbicb  Wade 
charged  himself  with  receiving  all  these  cheques  and  put 
on  the  other  side  payments  be  professed  to  have  made  fot 
the  firm.  It  was  clear  that  he  did  make  the  greater  portion  , 
of  these,  and  it  was  clear  that  of  the  amounts  which  he 
paid  into  his  own  private  account  of  money  bel(Higing  tc 
the  firm  he  applied  3  large  portion  of  it  to  the  payment  o!  ; 
the  firm's  debts.  For  a  time  his  book  balanced,  but  it  wat 
suggested  that  items  entered  as  paid  in  respect  of  trade 
charges  were  fictitious  items  to  conceal  his  fraud.   Dis-  | 
regarding  these,  it  was  clear  that  a  large  portion  of  the 
alleged  payments  were  really  made,  and,  so  far  as  these 
came  out  of  the  cheques  in  question,  the  defendants  were 
entitled  to  take  credit  for  them.  To  take  an  account  would 
be  difficult,  and  be  thought  the  best  plan  would  be  not  to  ' 
direct  an  account,  but  to  defer  giving  final  judgment  until  j 
the  parties  bad  bad  an  opportunity  of  looking  into  these  ' 
three  cheques  to  see  how  far  the  bankers,  upon  whom  the 
onus  rested,  could  establish  that  a  part,  at  any  rate,  of  , 
these  three  cheques  went  to  pay  imdoubted  charges  of  the  ; 
firm.   He  hoped  the  parties  might  be  able  to  come  to  some  ! 


agreement  about  it  to  save  further  expense*  because  it 
could  not  be  a  very  large  amount  either  way.  Of  course, 
if  an  agreement  were  not  come  to,  the  case  would  have  to 
come  on  again  as  to  the  amount.  There  would  be  judg- 
ment in  the  first  action  for  the  plaiotifi  for  the  amount  of 
the  three  cheques,  unless  the  defendants  were  able  to  show 
that  the  amounts  went  to  pay  trade  liabilities  of  Mr. 
Bevan's.  As  to  the  second  case,  the  greater  part  of  what 
he  had  alzeady  said  applied,  but  it  was  a[^»arent  that  no 
credit  was  given  by  the  defendants  against  the  cheques. 
Therefore  the  two  cheques  in  the  second  action  stood  00 
the  same  footing  as  the  seventeen  cheques  in  the  first 
action,  upon  which  he  had  given  judgment  for  the 
defendants.  Another  matter  had  been  mentioned.  In  this 
case  there  was  no  statement  by  Wade  that  he  baded  as 
Malcolm  Wade  &  Co.,  but  the  manager  of  the  bank 
assumed  that  he  did  so,  believing  him  to  be  a  respectable 
man,  because  he  paid  into  lua  account  the  cheques  of 
Malcolm  Wade  &  Co.,  and  the  manager  came  to  the  con- 
cIusioD  that  Wade  traded  as  Malcolm  Wade  ft  Co.,  and 
therefore  that  the  cheques  were  properly  paid  into  bis 
account.  There  was  also  the  fact  that  cheques  were  paid 
in  upon  another  bank  before  the  earlier  of  the  two  cheques 
the  subject  of  the  action.  But,  upon  the  whole,  he  tbonght 
the  bank  acted  in  good  faith  and  without  negl^ence.  The 
bank  had,  however,  another  answer  in  respect  of  the 
earlier  of  the  two  cheques — that  for  £6^  ijs.  At  the  time 
it  was  received  the  supplementary  Cash  Book  was  prac- 
tically balanced.  In  that  book  Wade  had  entered  the 
cheque,  and  on  the  other  side  there  were  three  items 
making  up  that  amount.  That  was  equivalent  to  saying 
that  Wade  with  the  proceeds  of  the  cheque  paid  those 
three  sums.  Two  of  the  items  so  entered  were  clearly 
trade  expenses.  The  third,  a  sum  of  £i  12s.  6d.,  was 
entered  as  trade  charges,  but  it  was  suggested  tbaA  it  was 
fictitious.  He  was,  however,  not  satisfied  of  that ;  he  was 
inclined  to  think  that  the  item  was  a  proper  charge.  The 
bank,  tfaerefore>  had  an  answer  as  to  the  cheque  for 
£63  15s.  The  second  cheqne  was  not  crossed  "account  (A 
payees,"  and  there  was  no  ground  for  saying  that  the 
defendants  were  negligent  in  dealing  with  it.  There  would, 
therefore,  be  judgment  in  favour  of  the  defendants  in  the 
second  action,  with  coats. 

(33  Timet  Law  KeporUt  65.) 
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Xaw  VeportB, 
Administrations, 

CHANCERY  DIVISION. 
November  i  and  6. 
{Before  Kbkewich,  J.) 

R*  McClare*8  Trusts ;  Can-  v.  The  Commercial 
Union  Assurance  Co. 

StltUmtHt— Repairs— Outgoings— Capital  and  Iiuome—Tinant- 
for-Lift  and  Rimaindtrmtn. 

This  adjourned  summons  came  before  the  Court  for  the 
purpose  of  determining  how  certain  expenses  incurred  in 
respect  of  the  trust  eitate  were  to  be  bamt  as  between  the 
tenant-for-Iife  and  the  remaindermen.  Under  Ae  terms 
of  a  marriage  settlement,  dated  the  8tb  of  April  1874,  and 
in  the  events  that  happened,  Hiomas  McClure  took  a  life 
interest  in  the  property  the  subject  of  tiie  settlement.  He 
mortgaged  his  said  life  interest  to  the  defendants,  the  Com- 
mercial Union  AssuraiKe  Co.,  and  he  further  mor^aged 
his  said  life  interest  to  the  West  of  England  Fire  and  Life 
Insurance  Co.  On  the  ajrd  of  February  1893  the  said 
Thomas  McClnre  made  an  absolute  assignment  of  his  life 
interest  to  the  West  of  England  Fire  and  life  Insurance 
Co.  This  assignment  has  since  been  transferred  to  the 
said  defendants.  Charles  Thomas  McClnre,  one  of  the 
remaindermen,  gave  an  assignment  by  way  of  mortgage  of 
his  interest  in  the  estate  to  certain  persons ;  he  also  gave 
a  further  charge  to  the  same  persons.  This  said  mortgage 
and  further  charge  were  transferred  to  Harry  Mear.  Hie 
defendant  Andrew  McCIure,  another  remainderman,  gave 
a  mortgage  of  his  interest  to  the  said  Harry  Mear,  and  a 
further  mortgage  of  his  said  interest  to  the  defendants  the 
Law  Union  and  Crown  Insurance  Co.,  and  also  a  further 
chaige  on  the  same  interest  to  the  said  Harry  Mear.  The 
said  Harry  Mear  died  in  the  year  1905,  and  the  defendant 
Elizabeth  Annie  Mear  was  his  l^al  personal  representa- 
tive. The  trust  estate  consisted  of  house  proper^,  and  the 
trustees  had  recently  found  it  necessary  to  compel  the 
tenants  to  fulfil  their  obligations  under  the  covoiants  to 
repair.  For  this  purpose  the  property  had  to  be  surveyed, 
and  notices  to  repair  in  accordance  with  tlie  specifications 
had  to  be  served  on  the  tenants.  The  expenses  incucred  in 
connection  therewith  amount  to  about  £aoo.  The  trustees 
called  upon  the  defendants  the  Commercial  Union 
Assurance  Co.,  as  assignees  of  the  life  interest  of  the  said 
Thomas  McClnre,  to  pay  the  said  expenses.  This  the  said 
defendants  refused  to  do,  and  the  trustees  thereupon  took 
out  this  summons  to  determine  how  the  said  expenses 
were  to  be  borne.  For  the  assignees  of  the  tenant-for-life 
it  was  contended  that  these  were  extraordinary  expenses 
and  should  be  paid  out  of  capital:  St  Tkmuu; 
Wtatieralt  v.  Tkawuu  {48  W.R.  409 ;  igoo,  i  Ch.  319).  For 


the  remaindermen  it  was  urged  that  these  expenses  were 
such  as  diould  be  borne  equitably  between  the  tenant-ftur- 
life  and  the  remaindermen:  Re  Hotehkyt;  FreJu  v. 
Calmady  (30  S.J.  468,  33  Ch.D. 

JUDGMENT. 

Kekewich,  J.,  in  giving  judgment,  said  that  if  these 
expenses  were  outgoings  they  would  have  to  be  borne  by 
the  tenant-for-life.  This  might  be  so,  if  the  trustees  had 
done  the  repaiirs,  but  in  fact  they  had  only  compelled  the 
tenants  to  do  thrai.  The  tmstees  now  asked  how  the 
expenses  should  be  borne.  In  Rt  Holthkys  the  principle 
was  laid  down  that  such  expenses  ^ould  not  be  borne 
wholly  either  by  the  tenant-for-life  or  the  r«naindermen, 
but  that  each  party  should  pay  an  equitable  proportion. 
Re  TAomas  was  not  on  all  fours  with  the  present  case.  The 
expenses  incurred  in  this  case  were  not  outgoings,  but 
were  incurred  for  the  benefit  of  the  property.  The  prin- 
ciple laid  down  im  Re  Holchkys  applied.  That  principle 
could  be  effected  by  raising  a  mortage  sufficient  to  pay 
these  expenses  and  the  costs  of  this  application 
(51  S.J.  67.) 


CHANCERY  DIVISION. 

November  16. 
(Before  Wauington,  J.) 
In  re  Challnder  and  tfertngton. 

Solicitor — Trustee — Power  to  Charge — Professional  Services — 
Tim  and  TroMt. 

This  was  a  case  raising  a  question  of  interest  in  relation 
to  matters  of  executorship  and  trusteeship — namely, 
whether  a  trustee  of  a  will,  who  was  also  a  solicitor,  was 
entitled  to  be  allowed,  as  against  the  trust  estate,  to 
charge  for  business  transacted  or  woik  done  by  him  or 
his  firm  which  was  enable  of  being  done  by  a  trustee 
personally  and  did  not  require  the  Muployment  of  a 
solicitor.  It  turned  on  the  construction  of  a  clause  in  the 
will,  which  allowed  the  particular  solicitor  to  make 
certain  charges.  By  his  will,  made  in  1903,  J.  L.  Walker 
appointed  his  wife  and  two  daughters  and  his  friwds 
Edward  Chalinder,  solicitor,  and  Frank  Williams,  bank 
manager,  to  be  executors  and  trustees  thereof.  He  then 
gave  to  E.  Chalinder  and  F.  Williams  a  legacy  of  ^^150 
each,  provided  they  acted  as  his  utecutors  and  trustees, 
to  be  paid  by  instalments  of  ;^i5  half-yearly.  Then,  after 
making  disp<»itions  of  his  property,  he  made  the  follow- 
ing declaration :  — "  I  direct  that  my  executor  and  trustee 
"  Edward  Chalinder  shall  be  the  solicitor  to  my  trust  pro- 
'pvxtjt  and  shall  be  allowed  all  professional  and  other 
"charges  for  his  time  and  trouble,  notwithstanding  his 
"being  such  executor  and  trustee."  A  summons  was  taken 
out  by  beneficiaries  under  the  will  to  review  a  taxation, 
which  had  been  made  pursuant  to  an  w^er,  of  the  costs 
of  E.  Chalinder  in  the  [5!y^?^d  !5^(A<CK^1(P»' 
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beneficiaries  objected  to  the  Taxing  Master's  certificate  on 
the  ground  that  he  had  allowed  a  number  of  items,  which 
represented  charges  for  business  transacted  or  work  done 
by  E.  Chalinder  or  his  finn,  bnt  which  were  capable  of 
being  transacted  or  done  by  the  trustee  personally  and  not 
requiring  the  employment  of  a  solicitor.  The  Taxing 
Master  by  his  answer  stated  that  the  items  objected  to  and 
allowed  by  him  all  related  to  wo^  which  wonld  be  proper 
professional  work  to  be  done  by  a  solicitor,  and  charged 
for  against  a  client  who  was  not  an  executor,  and,  even 
when  the  client  was  an  executor,  could  be  charged  against 
him  personally,  though  apart  from  special  powers  not 
against  the  trust  estate.  The  summons  now  came  on  for 
heating. 

Mr.  Norton,  K.C.,  and  Mr.  Alfred  Whitaker  appeared 
for  the  beneficiaries,  and  argued  that  the  clause  meant  that 
the  solicitor-trustee  could  charge  for  nothing  but  his  pro- 
fessional services  as  a  solicitor,  for  which,  if  he  had  been 
employed  by  the  trustee,  the  trustee  could  have  charged 
against  the  trust  estate,  but  that  it  did  not  include  the 
right  to  charge  for  work  which,  if  the  trustee  had 
em^oyed  a  solicitor  to  do,  the  trustee  would  have  had 
to  pay  for  personally  and  which  he  could  not  have  charged 
against  the  trust  estate.  If  the  Taxing  Master's  view  were 
upheld,  it  would  have  the  effect  of  ruling  out  the  practice, 
according  to  which,  conveyancers  had  for  many  years 
adopted  Mr.  Wolstenholme's  form  lot  insertion  in  wills, 
where  it  was  intended  that  a  solicitor-trustee  should  be 
entitled  to  charge  for  non-professional  work. 

Mr.  Clauson,  for  the  solicitor-trustee,  contended  that 
the  clause  meant  that  tbe  solicitor-trustee  should  be 
entitled  to  charge  against  the  trust  estate,  and  be  allowed 
for  eveiythdng  which  he  did  in  connection  with  the  estate, 
whether  the  items  of  business  transacted  or  of  work  done 
were  or  were  not  things  which  a  trustee  not  being  a 
solicitor  mij^t  do  himself  personalty,  or  whether  or  not 
they  were  things  which,  if  a  lay  trustee  had  employed  a 
solicitor  to  do,  he  would  have  been  entitled  to  charge 
against  the  trust  estate. 

JUDGMENT. 

Mr.  Justice  Warrington,  in  giving  judgment,  said  the 
question  was  what  the  clause  meant.  To  put  it  in.  a  way 
familiar  to  lawyers,  the  parties  interested  under  the  will 
contended  that  the  clause  did  not  aUow  the  solicitor- 
trustee  to  charge  for  business  which  was  not  purely  pro- 
fessional, or  which  might  or  could  have  been  performed 
by  a  trustee  who  was  not. a  solicitor.  That  seemed  to 
his  Lordship  to  be  the  proper  view.  The  testator  began 
by  saying  that  "my  executor  and  trustee  E.  Chalinder 
shall  be  the  solicitor  to  my  trust  property."  That  was 
the  governing  clause.  By  itself  that  was  not  enough  to 
support  the  solicitor's  contention,  because,  notwithstand- 
that  the  testator  might  direct  that  some  particular 


person  ^ould  be  employed  as  solicitor  to  the  trust,  it 
would  not  follow  that  that  person  was  entitled  to  charge. 
Then  the  testator  went  on: — "And  ^all  be  allowed  all 
"  professional  and  other  charges  for  his  time  and  trouble, 
"notwithstanding  his  being  such  executor  and  trustee." 
That  additional  clause  did  nothing  more  than  add.  to  the 
direction  already  given  that  he  was  to  be  the  solicitor  to 
the  trust,  a  further  direction  that  he  was  to  be  ^titled  to 
charge  for  his  time  and  trouble  in  the  capacity  of  solicitor 
— it  did  not,  to  use  the  language  of  IxtiA  Justice  Lindley, 
in  In  re  Fish  ;  Bennett  v.  Bennett  (1893,  a  Ch.  413,  at  p.  420) 
entitle  faim  to  charge  "not  only  for  his  professional  ser- 
vices, but  for  his  trouble  as  a  trustee."  It  was  suggested 
that  it  was  impossible  to  arrive  at  that  conclusion  without 
rejecting  the  words  "for  his  time  and  trouble."  But  that 
was  not  necessarily  so.  There  might  be  expenditure  of 
time  and  trouble  on  work  done  as  solicitor  without  that 
work  being  done  strictly  in  the  professional  chaiacta  of 
solicitor ;  for  instance,  there  might  be  work  done  by  the 
solicitor  as  ordinarily  acting  for  the  trust  estate,  and  yet 
not  such  strictly  professional  work  as  advising  or  pre- 
paring drafts  done  in  the  strictly  professional  capaci^  of 
a  solicitor.  Apart  from  any  authority,  that  conclusion  was 
the  one  his  Lordship  should  arrive  at,  and  he  did  not 
think  there  was  any  authority  to  justify  him  in  arriving 
at  any  other.  Neither  In  re  Ames ;  Ames  v.  Taylor  (1883, 
25  Ch.D.  72}  nor  In  re  Fish  ;  Bennett  v.  Bennett  {sup,)  were 
the  same  as  the  present  case.  To  enable  a  solicitor-trustee 
to  obtain  payment  for  work  for  which  ut>  ordinary  trustee 
could  not  be  paid  directly,  nor  be  allowed  payment  for 
what  he  had  paid  through  another  person,  there  must  be 
words  in  the  will  to  show  a  clear  intention  to  that  effect. 
There  were  no  such  clear  words  of  intention  in  the  present 
will.  There  must  be  a  declaration  that  the  solicitor  was 
not  entitled  to  any  items  representing  charges  for  business 
or  work  done  by  him  or  his  firm  vAich  were  ci4>able  of 
being  done  by  him  as  trustee  personally  and  not  requiring 
the  employment  of  a  solicitor,  and  the  taxation  must  be 
referred  back  to  the  Master  with  that  expression  of 
opinion. 

{23  Times  Law  Reports,  71.) 


.Bankruptcies  aad  Insolvencies. 

KING'S  BENCH  DIVISION. 
October  29  and  November  la  and  27. 

(Before  Bigham,  J.} 
Re  Van  LauB ;  $x  paru  Chatterton. 
BanhrupUy— Proof —SoUdtor's  Bill  of  Costs— Bsnkntptey 
Act,  1883  (46  &•  47  Vict,  c,  52),  Schtdttle  2,  R.  22— 
Sohntors  Act,  1843  (66-7  Vict.  e.  73),  «.  41— Solicitors 
Act,  1870  (33  *•  34  Vict.  e.  28),  s.  ^SoHdtort'  Re- 
muneration Act,  18S1  (44  <S*  45  Vict.  c.  44),  s.  8. 
Appeal  by  a  creditor  from  the  rejection  of  bis  proof  by 

the  trustee.    The  creditor  had  act«d^a5~^5|>UcU4f>to  the 
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bankrupt  since  1901.  He  had  oa  various  occasions 
tendered  draft  bills  of  costs  to  bis  client,  who  refused  to 
be  bothered  witb  them,  and  the  amounts  due  from  time  to 
time  in  respect  of  costs  had  been  agreed  between  them. 
On  the  14th  of  Decraiber  1904  the  costs  then  due  were 
agreed  at  £3,SiS  14s.  4d.  On  the  loth  of  January  1905  the 
client  gave  the  solicitor  a  mortgage  to  secure  the  amount 
then  due  and  further  advances  or  costs  not  to  ntceed 
/6,ooo,  and  covenanted  therein  to  repay  the  agreed  sum  of 
j£'3,8i8  14s.  id.,  and  further  advances  or  costs  not  to 
exceed  £6,000  in  all.  The  last  account  agreed  between  the 
parties  prior  to  the  bankruptcy  was  dated  the  29th  of 
August  1905,  and  showed  the  amount  then  due  from  the 
client  to  be  £6,326.  The  solicitor  proved  in  the  bank- 
ruptcy for  the  above  sum  of  £6,326  and  £226  interest 
thereon,  claiming  the  said  sums  as  due  under  the  covenant 
in  the  mortgage.  He  also  proved  for  j£8oo  in  respect  of 
costs  incurred  after  the  29th  of  August  1905,  the  amount 
of  which  bad  not  been  agreed,  and  as  to  which  he  admitted 
that  a  bill  must  be  delivered.  The  trustee  required  the 
creditor  to  furnish  him  with  dates  and  items  of  the  agreed 
amounts  of  costs  secured  by  the  mortgage,  and  on  the 
creditor's  refusal  to  give  any  such  details  he  rejected  the 
proof.  Coansel  for  the  creditor  contended  that  he  was 
entitled  to  prove  upon  an  account  stated  and  a  covenant, 
and  that  the  trustee  had  no  r^ht  to  demand  particulars. 
If  it  was  cantraded  that  as  a  solicitor  be  most  deliver  bills 
for  taxation,  the  answer  was  that  it  was  now  too  late  to 
require  taxation.  Section  41  of  the  Solicitors  Act,  1843, 
does  not  require  a  bill  to  be  taxed  more  than  twelve  months 
after  payment,  and  this  bill  was  paid  by  giving  the  security 
of  the  mortgage  more  thzn  twelve  months  ago.  Giving 
security  has  been  held  to  be  payment  within  this  section : 
Ex  farU  Turner;  re  Boyle  (24  L.J.  Ch.  71).  Counsel  for 
the  trustee  submitted  that  by  rule  22  of  Schedule  2  of  the 
Bankruptcy  Act,  1883,  the  trustee  is  entitled  to  require 
further  evidence  in  support  of  a  proof.  He  bad  done  so  in 
this  case,  and  his  request  had  been  refused.  To  argue  that 
the  proof  was  on  a  covenant  on  a  bond  was  no  answer  to 
the  trustee,  as  the  Court  in  bankruptcy  can  go  behind  a 
specialty  just  as  it  can  go  behind  a  judgment  and  inquire 
into  the  true  consideration  for  a  debt.  Further,  the  costs 
in  this  case  were  mostly  incurred  in  litigation,  and 
agreements  as  to  costs  of  litigious  work  are  governed  by 
section  4  of  the  Solicitors  Act,  1870,  which  provides  that 
the  amount  payable  under  such,  an  agreemrat  shall  not  be 
received  by  the  solicitor  until  the  ^reement  has  been 
examined  aiwl  allowed  by  a  taxing  officer.  In  the  case  of 
Ex  parte  Turner ;  re  Boyle,  the  security  given  by  the  client 
had  been  realised  and  the  solicitor  paid,  and  it  is  doubtful 
if  that  case  is  an  anthori^  for  the  general  proposition  that 
giving  security  is  equivalent  to  payment.  In  the  case  of 
Re  West,  King  &•  Adams;  ex  parte  Clough  (189a,  a  Q.B. 


103),  it  was  held  that  retainer  of  the  clients'  money  by  the 
solicitor  to  satisfy  a  bill  of  costs  was  not  payment.  The 
Court  reserved  judgment. 

JUDGUBNT. 

Bigham,  J.,  hdd  that,  if  the  question  had  merely  been 
raised  as  between  the  bankrupt  and  the  solicitor,  the  bank- 
rupt havii^  waived  delivery  of  a  signed  will  would  not 
have  been  in  a  position  to  ask  for  taxation.  As  between 
the  trustee  and  the  solicitor  different  considerations  arose. 
It  is  the  rigfat  and  duty  of  a  trastee  in  bankruptcy  when 
examining  a  proof  to  require  some  satisfactory  evidence 
that  the  debt  on>  which  the  proof  is  founded  is  a  real  debt, 
and  he  may  go  behind  judgments,  bonds,  or  covenants  in 
the  course  of  his  inquiry.  In  the  present  case  he  cannot 
satisfy  himself  as  to  the  real  indebtedness  of  the  bankrupt 
until  he  has  seen  the  solicitor's  bills,  which  must  therefore 
be  delivered.   Appeal  dismdssed. 

(SI  S.J.  83.) 


Company  Law, 

CHANCERY  DIVISION. 

November  28. 
(B^ore  Joyce,  J.) 

In  re  Kent  County  Qu  Ugrht  and  Coke  Co. ; 
ex  parte  Brown  and  others. 

Company— RtcHficaHon  of  RegisUr—MitltadiHg  Prospectus — 
AUtratioM  of  Circtmitanets  Onet  Itsnt  of  Prospeehts— 
Riseis^an. 

These  were  applications  by  way  of  motion  under 
section  35  of  the  Companies  Act,  asking  that  the  register 
of  the  company  ntight  be  rectified  by  the  removal  of  the 
names  of  the  apfdicants  therefrom  as  shar^olders  and  fur 
repayment  of  the  moneys  paid  by  them  in  respect  of  their 
shares  on  the  ground  that  the  prospectus,  upon  the  faith 
of  which  they  had  applied  for  shares,  contained  state- 
ments which  were  not  in  accordance  with  the  facts. 

Mr.  Hughes,  K.C.,  who  with  Mr.  Martelli  appeared  in 
si^>port  of  the  i^)plicatioa,  said  that  the  prospectus  of  the 
company  was  issued  on  May  14  1906.  One  of  the  principal 
things  coanplaaned  of  was  that  the  gentleman  whose  name 
appeared  thereon  as  chatiman  of  the  board  of  directors 
had  in  fact  rescued  his  position  before  any  shares  were 
allotted.  Bat  bejrond  this  the  whole  prospectus  was  mis- 
leading. The  company  was  formed  to  take  over  a  small 
gasworks  at  Goudhurst,  in  Kent.  The  average  profit 
made  by  the  concern  for  the  five  years  ended  in  1901  was 
something  over  £^  per  annum.  The  works  were  situated 
in  a  rural  neighbourhood  of  wide  area  but  having  a  very 
sparse  peculation.  It  appeared  that  tho'pzoperty  had  been 
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aold  ia  1905  for  ;^2,35o,  while  the  price  to  be  paid  to  the 
vendors  to  the  company  was  ^^21,800.  The  capital  of  the 
company  was  stated  to  be  /5o,ooo.  The  prospectus,  after 
drawing  attention  to  the  sound  and  remunerative  nature 
of  permanent  investments  in.  gas  securities,  stated  that  the 
vendors  were  so  confideat  as  regards  the  prospects  of  the 
company  after  the  developments  wUch  were  to  take  place 
within  the  next  few  months,  by  extending  the  mains  to  the 
witfaan  named  suxroundiiag  districts,  that  they  had 
guaranteed  the  dividend  of  6  per  cent,  on  the  preference 
shares  for  the  first  year  and  tmdertook  that  the  dividend 
on  the  ordinary  shares  for  the  same  period  should  not  be 
leas  than  8  per  cent.  It  further  stated  that  Goudhurst  was 
the  largest  parish  in  England,  comprising  an  area  of 
9,798  acres,  and  with  the  important  adjoining  districts 
embraced  a  neighbourhood  of  a  superior  residential 
character,  whece  the  proposed  addititmal  facilities  for  gas 
supply  bad  been  received  with  very  great  favour  and 
promises  of  support.  It  further  stated  {infer  aiia)  that  the 
consumption  when  the  proposed  developments  and 
extension  of  the  mains  had  been  completed  should 
considerably  exceed  50,000,000  cubic  feet  of  gas  per 
annum ;  and  that  the  company  would  have  the  advanr 
tage  of  the  services  as  chairman  of  Mr.  S.  B.  Darwin, 
who  had  been  connected,  with  the  Fortsea  Island  Gas 
Light  Company  for  over  twenty  years,  the  dividends 
pa*d  by  that  company  for  the  past  sixteen  years  having 
been  13  per  cent,  per  annum.  It  appeared,  however,  that 
that  gentleman  had  become  connected  with  the  company 
through  answering  an  advertisonent,  and  had  accepted  the 
position  of  chairman,  in  which  capacity  he  took  part  in 
the  issue  of  the  prospectus.  Subsequently,  on  seeing  the 
company  adversely  commented  upon  in  the  financial 
papers,  he  had  become  alarmed  and  had  res^oed  his  post, 
as  was  alleged,  before  the  company  went  to  allotment. 
Counsel  stated  that  the  evidence  would  show  that  the  out- 
side possible  consumption  of  gas  in  the  district  would  be 
10,000,000  cubic  feet  and  that  the  company  could  never 
earn  an  income  which  woiild  enable  it  to  pay  a  dividend 
on  its  large  capital.  St  was  contended  that  whan  any 
matenial  alteration  in  the  ciieamstances  relying  to  the 
company  took  place  between  ^e  application  for  shares  and 
allotment  it  ought  to  be  communicated  to  the  applicants, 
and  in  the  absence  of  such  communication  the  applicants 
wen  not  bound  by  their  contract  to  take  the  shares. 

Mr.  Gore-Browne,  K.C.,  and  Mr.  Kirby,  for  the  com- 
pany, contended  that  it  was  immaterial  that  there  might 
have  been  a  question  as  to  whether  Mr.  Darwin  was  going 
to  continue  to  be  a  director,  as  he  was  in  fact  still  a 
director  at  the  time  of  the  allotment,  and  that  there  was  no 


mixepresentation  on  the  prospectus  entitling  tiie  applicants 
to  relief. 

JUDOUBHT. 

Mr.  Justice  Jojrce  said  that  this  was  not  an  action  for 
deceit  and  damages  against  the  directors  of  this  company 
or  the  other  persons  responsible  for  the  prospectus,  but 
was  an  application  under  section  35  of  the  Act  by  persons 
desiring  to  be  relieved  on  the  grourkd  that  it  was  not  dts- 
cldsed  before  the  allotment  that  a  material  fact  stated  in 
the  prospectus  had  been  altered.  The  prospectus  was  a 
most  cunniugly-devised  document,  and  his  Lordship  did 
not  think  he  had  ever  seen  a  prospectus  more  artfully 
framed  to  entrap  the  unwary  and  the  inexperienced.  He 
had  no  hesitation  in  saying  that  the  bringing  out  of  this 
company  was  nothing  better  than  a  swindle,  and  that  the 
public  had  been  most  grossly  defrauded  by  somebody,  and 
if  there  was  further  litigation  he  thought  it  would  be  found 
that  somebody  was  a  knave  and  a  cheat  The  law  was 
that  where  a  person  sought  relief  of  this  kind,  it  was 
enough  if  there  was  evidence  to  show  that  be  was 
materially  influenced  by  the  misrepresentation,  and  here 
the  misstatement  was,  in  his  Lordship's  opinion*  enough 
to  entitle  the  appldcants  to  rescission.  In  "Lindley  on 
Company  Law  "  (6th  edit.,  p.  87)  it  was  stated  that  'if  an 
"application  for  shares  is  made  on  the  faith  of  a  statement 
"which  is  true  when  made,  but  which  is  not  true  when 
"shares  are  allotted  to  the  applicant,  he  may  refuse  to 
"take  them."  His  Lordship  had  no  doubt  that  was  the 
law.  The  prospectus  in  question  contained  a  particular 
statemeot  as  to  Mr.  Darwin  being  the  managing  director ; 
that  prospectus  was  issued  on  May  14,  and  for  some 
reason  Mr.  Darwin  became  alarmed.  The  reason  for  his 
alarm,  whether  it  was  a  quarrel  with  the  directors  about 
his  remuneration  or  not.  did  not  matter ;  but  he  went  to 
the  offices  of  the  company  on  May  19,  b^ore  the  allot- 
ment, and  there  saw  the  promoters  and  the  directors,  and, 
in  his  Lordship's  opinion,  the  promoters  and  directors 
both  understood  that  he  was  not  going  to  continue  to  be  a 
director.  At  the  very  least  they  knew  that  there  was  a 
serious  question.  His  Lordship  thought  that  their  state- 
ments were  most  imsatisfactory  and  unscrupulous.  There 
miglrt  be  a  further  investigation  into  the  affairs  of  the  com- 
pany, and  he  would  not  therefore  say  more  in  detail.  The 
directors  were  aware  that  the  statement  in  the  prospectus 
was  untrue  before  the  allotment  was  made.  It  was 
neither  right  nor  honest  for  them  to  make  the  allotment, 
which  was  made,  as  his  Lordship  supposed,  under  the 
pressure  of  the  promoters.  The  applicants  were  therefore 
entitled  to  be  relieved  of  their  shares,  and  there  would  be 
the  nsnal  order,  with  costs. 

{Timet.) 


Digitized  by  Google 


December  15.  1906.    THE  ACCOUNTANT  LAW  REPORTS 


81 


Xaw  l^epotts. 


Bankruptcies  and  insolvencies. 

BRADFORD  COUNTY  COURT. 
October  16. 
(Befoze  his  Honoar  Judge  Boupas.) 
Ri  RoberU  (a  £«iAn(^Q. 
Bamkntptcy  Act,  1883,  s.  53  (2} — Salary  or  Incomi — Payment 
to  Trustee — Fishmonger's  Assistant — Wukly  Salary — 
Order  Made. 

The  Official  Receiver  {Mr.  C.  L.  Atkinson)  made  an 
application  to  liie  Judge  under  section  53  (3)  of  the  Bank- 
ruptcy Act,  1883,  for  an  order  that  the  bankrupt  should 
pay  over  to  the  Official  Receiver  a  part  of  bis  salary  for  the 
benefit  of  the  czeditOTs.  The  debtor,  George  Roberts,  had 
been  adjudicated  bankrupt,  his  statement  of  affairs  show- 
ing liabilities  amounting  to  £302  3s.  5d.  and  assets  nit. 
He  was  employed  as  assistant  by  a  fishmonger  at  a  salary 
of  28s.  a  week,  his  engagement  being  determinable  on  a 
week's  notice.  Of  the  lialnUtiieSi  the  sum  oi  £a6»  iis.  5d. 
represMited  damages  and  costs  incuirad  by  the  bankrupt 
as  co-respondent  in  divorce  proceedings. 

The  Official  Receiver,  in  support  of  the  application, 
aigued  that  the  learned  Judge  had  a  discretion  to  make 
the  order,  and  that  it  was  a  [noper  case  for  the  exercise 
of  the  discretion.  Section  53  (i)  of  the  Bankruptcy  Act, 
1883.  applies  to  the  case  of  a  bankrupt  who  is  an  officer 
in  the  army  or  navy,  or  an  officer  or  clerk  or  otherwise 
employed  oz  eng^ed  in  the  cinl  service  of  the  Crown. 
Snb-section  2  provides  that  "where  a  bankrupt  is  in 
"receipt  of  a  salary  or  income  other  than  as  afore- 
'  said  .  .  .  the  Court,  on  the  application  of  the  trustee, 
"shall  from  time  to  time  make  such  order  as  it  thinks  just 
"for  the  payment  of  the  salary^  income,  ...  or  any 
"part  theioof  to  the  trustee  to  be  aj^Ued  by  him  in  sndi 
"manner  as  the  Court  may  direct."  He  argued  that  the 
remuneration  paid  to  the  bankn^t  in  his  capacity  of  fish 
salesman  was  "salary  ot  income"  within  the  sub-section, 
and  consequently  ammnable  to  the  discretion  ther^y  given' 
to  the  Court,  being  paid  under  a  contract  of  service.  He 
relied  on  Re  Shine  (66  L.T.  Rep.  146),  where  Fry,  L.J., 
said :  "It  appears  to  me  that  whenever  we  get  these  four 
"things  predicated  of  a  sum  of  money,  first,  that  it  is  for 
**  services  rendered ;  secondly,  that  it  is  under  some  contract 
"or  appodntment;  thirdly,  that  it  is  computed  by  time; 
"  and,  fourthly,  that  it  is  payable  at  a  fixed  time,  we  have  a 
"  salary,  and  that  it  is  not  the  less  a  salary  because  it  is 
"liable  to  be  detecmined  by  the  paying  party,  or  that  it 
is  liable  to  deduction" :  (6t  L.J.  253,  Q.B.).  If  in  the 
present  case  ttw       per  week  paid  to  the  bankrupt  was 


not  "salary,"  it  was,  at  all  events,  "income."  "Income" 
in  the  sub'Sectioo,  though  ejusdtm  generis  with  "salary," 
was  not  identical  with  it.  and  had  a  wider  meaning.  He 
also  referred  to  Ite  Rogers  (70  L.T.  Rep.  107),  where 
Williams,  J.,  says:  "To  prevent  misapprehension  with 

*  regard  to  section  53, 1  wish  to  add  that,  in  my  view,  indi- 

*  vidual  earnings  wliicb,  apart  from  any  suggestion  of  part- 
''nership,  are  solely  the  result  of  personal  exeftfon  and 
'skiU  may  very  well  fall  within  it"  (63  L.J.  180,  Q.B.)  1 
and  to  the  judgment  of  Lindley,  M.R.,  in  Re  Roberts  (8x 
L.T.  Rep.  467,  at  p.  468 ;  69  L.J.  19  Q.B.) :  "After  bank- 
''ruptcy  and  before  his  discbarge,  whatever  proper^  a 
-'bankrupt  acquires  belongs  to  his  trustee,  save  only  what 
-'is  necessaiy  fox  his  support.  He  may  sue  for  and  recover 
''his  earnings  if  his  trustee  does  not  interfere,  but  what  he 
'recovers  he  recovers  for  the  benefit  of  his  creditors, 
-'except  to  the  extent  necessary  to  support  himself  and  his 
-*  wife  and  family."  He  alleged  that  in  the  present  esse  tiw 
debtor  was  using  the  buikxuptc^  for  the  purpose  of  avoid- 
ing payment  of  the  Divorce  Court  damages  and  costs,  and 
that  he  could  afford  to  pay  a  proportion  of  his  earnings. 

James  Freeman  (solicitor,  Bradford),  for  the  bankrupt : 
These  earnings  are  not  "salary  or  income."  Th^  are 
wages.  "  Income  "  is  confined  to  earnings  ejusdem  ge/uris 
with  salary,  which  means  remuneration  computed 
annually.  Here  the  bankrupt  is  only  getting  sSs.  per  week, 
paid  weekly.  He  may  be  dismissed  at  any  time  on  a  week's 
notice,  and  his  earnings  are  therefore  stan^ped  with  an 
.element  of  contingency.   See  Cotton,  L.J.,  in  Re  Hulton  ; 

parte  Benwell  (51  L.T.  Rep.  677),  where  he  says : 
'Income  of  a  similar  kind  with  that  in  the  preceding 
'  section  is  intended.  The  order  must  not  deal  with  con- 
^  tingeat  or  possible  income.  You  cannot  force  Uie  bank- 
-'rupt  to  go  on  earning  this  income  " :  (54  L.J.  54  Q.B.). 
:t  is  no  more  than  the  wages  of  a  working  man,  and  Cave, 
in  Re  Jones  (64  L.T.  Rep.  804)  says :  "  Following  die  ease 

*  of  Rt  Hmttom,  as  we  are  bound  to  do,  we  cannot  say  that 
-'the  wages  of  a  working  man  are  salaiy  or  income  within 
"  tiie  section  "  :  (60  L.J.  75a,  Q.B.).  The  payments  depend 
on  the  will  of  the  bankrupt's  master,  and  are  thraefore 
voluntary  payments  within  the  prindpto  of  Re  With  (44 
L.T.  Rep.  836  i  50  L.J.  620,  Ch.).  It  cannot  be  contended, 
that  the  bankrupt  is  not  a  working  man  because  he  is  not 
a  labourer.  There  is  therefore  no  power  in  the  Court  to 
make  any  such  order  as  that  asked  for.  To  do  so  would 
be  to  extend  tlhe  Act  to  a  class  of  persons  to  \^om  it  was 
□ot  intended  to  apply.  Again,  by  the  Wages  Attachment 
Abolition  Act,  1870,  it  is  forbidden  to  make  any  order  for 
the  attachment  of  the  wages  of  any  servant,  labourer,  or 
workman.  On  the  merits,  even  if  the  Court  has  a  discre- 
tion, this  is  not  a  case  for  the  exercise  M  it.  His  wages 
are  only  28s.  p«  week,  and  be  has  to  nqtpoit  hims^  ani* 
two  children.  Digitized  by  CjOOglC 
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The  OfBcial  Receiver,  in  reply :  In  Re  Hution  the  bank- 
rupt was  a  bonesetter,  and  his  earnings  were  in  the  nature 
of  professional  fees,  with  no  regularity  of  payment  or 
amount,  and  no  contract.  The  bankrupt  in  He  Jones  was 
a  working  collier,  and,  though  his  earnings  were  paid 
weekly,  they  varied  in  amount,  according  to  the  quantity 
of  work  done,  or  the  time  spent  in  doing  it.  The  observa- 
tion of  Cave,  J.,  was  not  necessary  to  the  decision,  and  is 
too  wide  in  its  terms.  It  can  have  no  weight  as  against 
the  definition  of  Fry,  L.J.,  in  Se  Shine.  Again)  in 
He  Wicks  the  payment  made  to  the  bankrupt  was  a  volun- 
tary allowance,  depending  on  the  bounty  of  sc»ne  other 
person.  These  cases  may  be  distinguished  from  the 
present,  where  we  have  all  the  elements  necessary  to  con- 
stitute a  salary.  Again,  in  Rt  Brindley  (4  Morr.  104)  it  was 
held  that  the  earnings  of  a  commercial  traveller,  100  per 
annum  paid  weekly,  were  salary,  though  tiie  engagement 
was  terminable  on  a  week's  notice.  I  submit  that  the  case 
is  covered  by  Jte  Shine,  which  must  have  more  weight  with 
this  court  than  Re  Jones,  should  the  latter  case  be  con* 
sidered  to  have  any  application  to  the  present  facts.  The 
Wages  Atuchment  Abolition  Act  is  prior  in  dtUe  to  the 
Bankruptcy  Act,  1883,  and  cannot  aSect  its  provisions. 
Moreover,  this  is  not  a  question  of  attachment. 

JUDGMENT. 

His  Hononi  said  the  point  was  one  of  great  importance. 

and  he  would  be  better  pleased  if  he  could  give  judgment 
against  the  Official  Receiver,  for  in  that  case  pecuniary 
considerations  would  not  stand  in  the  way  of  an  appeal, 
and  an  authoritative  pronouncement  might  then  be 
obtained  from  the  Superior  Court.  But  he  constd«ed  bim- 
solf  bound  1^  the  view  taken  by  Fry,  L.J.,  in  Re  Shine,  and 
was  of  opinion  that  he  had  a  discretion.  The  present  case 
was  a  proper  one  for  the  exercise  of  this  discretion,  and 
an  ordec  would  be  made  for  the  payment  of  £1  per  month. 

(L.T.  113.) 


KING'S  BENCH  DIVISION. 
November  19  and  37. 
(Beifoce  BiGBAH,  J.) 
Rt  Bennett;  tx  part*  The  Trustee. 

Bankruptcy — Afttr-aiquind  Property — InttrveHtion  by  Trustee 
—Bankruptcy  Act,  1883  (46  &•  47  Vict.  c.  52),  s.  44. 

Motion  by  the  trustee  of  the  estate  of  a  deceased  bank- 
rupt for  a  declaration  that  certain  moneys  in  the  hands  of 
the  respondent  formed  part  of  the  estate  of  the  bankrupt 
divisible  among  his  creditors.  The  deceased  had  become 
bankrupt  a  considwable  number  of  years  before  his  death 
and  had  never  obtained  his  diachaige.  After  his  bank- 
""Titcy  he  took  out  two  insurance  policies  on  his  life,  and 
up  the  premiums  out  of  his  earnings.    He  died 


intestate,  and  one  Percy  Bennett  was  appointed  adminis- 
trator of  the  estate  and  distributed  the  policy  moneys 
amongst  the  nezt-of*kin.  The  trustee  had  previously 
brought  a  similar  motion  against  the  administrator,  but 
the  administrator  had  successfully  set  up  the  defence  that 
he  had  administered  the  estate  according  to  his  bond. 
The  trustee  then  lauixrhed  the  present  motion  as  a  test 
motion  against  Herbert  Bennett,  one  of  the  next-of-kin  who 
had  received  a  share  of  the  policy  moneys,  for  a  declara- 
tion that  such  moneys  formed  part  of  the  bankrupt's 
estate,  and  for  an  order  on  the  req>ondent  to  pay  the  same 
to  the  trustee.  It  wm  contended  for  the  respondent  that  as 
the  policy  monqrs  were  properly  acquired  after  the  bank- 
ruptcy, the  trustee,  not  having  intervened  to  claim  them 
before  the  administrator  had  paid  them  away,  could  not 
now  recover  them:  Cohtn  v.  Mitchell  (38  W.R.  551.  25 
Q.B.D.  362},  Re  Ball  (1899,  a  I.R.  313).  It  was  contmded 
for  the  trustee  that  the  doctrine  laid  down  in  Cokin  v. 
Mitchell  only  applied  to  protect  dealings  in  after-acquired 
property  for  value.   Bigham,  J.,  reserved  judgment. 

JUDGUEHT. 

Bigham,  J.,  held  that  a  transfer  of  after-acquired  pro* 

perty  in  order  to  be  valid  must  be  for  value  as  well  as  in 
good  faith.  The  bankrupt  is  agent  for  the  trustee  to  deal 
with  his  after-acquired  property,  but  not  to  give  it  away. 
A  person  who  receives  a  gift  of  after-acquired  property 
I'rom  a  bankrupt  cannot  retain  it  against  the  trustee.  If 
the  law  were  otherwise  a  bankrupt  could  defeat  the  opera- 
tion of  section  44  so  far  as  it  applies  to  after-acquired 
property  by  giving  away  his  after-acquired  property  to 
strangers.    Application  allowed. 

(5'  S.J.  83.) 


KING'S  BENCH  DIVXS10N. 
December  4. 
(B^ore  Bigham  and  Dakunq,  JJ.) 
Ri  Hall ;  9x  paru  The  Official  Receiver  (Triutee). 

Bankruptcy — Monty  Lent  to  Bankrupt,  with  Notice  »j  Act  of 
Bankruptcy,  to  pay  a  Composition — Btmfit  to  Estate— 
Trustee's  duty  to  Act  Eqiutahly— Property  of  Baiiknipt— 
Relation  hack—Bankruptty  Act,  1883  (46  &•  47  Viet.  t. 
52),  sees.  43,  44. 
Appeal  from  a  decision  of  his  H<monr  Judge  Eardl^ 
Wilmot  in  the  Coun^  Court  at  Yarmouth.  The  bankrupt, 
J.  C.  Hall,  was  the  owner  of  two  large  fishing  boats.  His 
business  had  been  bad  for  two  years  or  more,  and  in 
November  1905  he  had  the  misfortune  to  lose  two  "fleets" 
of  fishing  nets  of  the  value  of  £600,  wbich  made  it  impos- 
sible for  him  to  continue  his  business.     His  largest 
creditors  were  the  reapoiildi9ila^Hb^».^obsonJt.Co.,  fish 
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salesmen,  triio  hrid  a  mortgage  on  Ihs  boats  for  carrent 
account,  which  at  the  date  of  the  commeoo^eot  of  the 
bankruptcy  amounted  to  The  bankrupt  consulted 

Hobson  &  Co.  early  in  December  as  to  his  affairs.  They 
took  possession  of  his  boats  under  their  mortgage,  the 
banJtrupt  paid  off  his  crews  and  stopped  business.  Hobson 
&  Co.  told  the  bankrupt  they  would  try  to  airange  a  com- 
position with  his  creditors,  and  about  Christmas  1905  they 
gave  him  copies  of  a  circular  signed  by  themselves  to 
distribute  among  his  creditors.  This  circular  was  to  the 
effect  tliait  J.  C.  Hall  had  consulted  Messrs.  Hobson  &  Co. 
as  to  has  affairs,  and  that  they  were  ready  to  pay  each  of 
Hall's  creditors  a  composition  of  4s.  in  the  if  all  the 
creditors  consented  to  accept  it.  Each  of  the  creditors 
received  oibe  of  these  circulars,  twenty-seven  agreed,  but 
seven  refused,  not  being  willing  to  accept  the  offer  without 
any  investigation  of  the  bankxupt's  affairs.  It  was 
admitted  that  these  letters  constituted  notices  of  an  act  of 
bankruptcy.  After  these  letters  had  all  been  sent  out, 
between  the  38th  of  February  and  the  and  of  March  1906, 
Hobson  ft  Co.  leiH  the  bankrupt  ;^i58  to  pay  the  assenting 
creditors  their  composition  of  4s.  in  the  £.  After  these 
payments  had  been  made  Hobson  &  Co.  sold  the  bank- 
rupt's boats  for  £^7^.  Out  of  this  sum  they  retained  £y{0 
against  tbeir  old  debt,  and  the  balance  in  satisfac^on  of 
the  / 158  iriuch  they  had  lent  to  the  bankrupt  with  know- 
ledge of  his  having  committed  an  act  of  bankruptcy.  The 
bankrupt  filed  his  own  petition  and  was  adjudicated  bank* 
nipt  within  three  months  of  the  commission  of  the  act  of 
bankruptcy,  of  which  Hobson  &  Co.  had  notice  when  they 
lent  the  £1^.  The  trustee  claimed  that  Hobson  ft  Co. 
ought  to  pay  over  all  that  remained  out  of  the  ^£'479 
realised  by  the  sale  of  the  boats  after  discharging  the  old 
debt  of  ;f34o.  .  The  County  Court  Judge  dismissed  the 
application,  and  the  trustee  appealed  from  bos  decision.  It 
was  contended  for  the  appellant  that  the  equity  (rf  redemp- 
tion of  the  boats  vested  in  the  trustee  in  the  bankruptcy 
at  the  date  of  the  commencement  of  the  bankruptcy,  and 
that  the  respondents  were  not  entitled  to  take  it  in  satis- 
faction of  money  lent  to  the  bankrupt  after  the  c(»nmence- 
meat  of  the  bankruptcy,  and  therefore  after  the  equity  had 
by  virtue  of  the  doctrine  of  relation  back  already  vested  in 
the  trustee.  It  was  contended  for  the  respondents  that  tiiey 
had  benefited  the  estate  by  getting  rid  of  the  claims  of 
twenty-seven  creditors,  and  that  the  trustee,  being  an 
officer  of  the  Court,  should  be  ordered  to  treat  them 
equitably  and  honourably :  Ex  parte  Simmonds ;  re 
Camac  {34  W.R.  421,  16  Q.B.D.  308},  Ex  parte  Ball;  re 
Sinwnson  (1894,  i  Q.B.  433).  The  respondents  were 
^norant  of  the  effect  of  lending  the  money  after  notice  of 
an  act  of  bankruptcy. 

JUDGUBNT. 

Bighao.  J.|  refused  to  interfere  with  the  discretion  vrtiich 


had  been  exercised  by  the  Comity  Court  Judge.  The  effect 
of  the  payments  made  out  of  the  respondents'  money  was 
that  twenty-seven  creditors  had  been  cleared  out  of  the  way 
and  the  estate  thereby  benefited.  Whan  the  respondents 
advanced  the  money  they  had  no  idea  that  they  were  throw- 
ing their  money  away*  bnt- thought  tiiat  they  were  merely 
adding  to  the  amount  charged  on  their  security.  It  was  the 
trustee's  duty  to  allow  them  to  take  the  benefit  of  their 
security. 

Darling,  J.,  concurred. 

Appeal  dismissed. 

(51  S.J.  loa.) 


Company  Law. 

CHANCERY  DIVISION. 

November  27. 
{Before  Wasbinctok,  J.) 
Rt  Charies,  Um. 
Compaiiy-~WiMii*g-iip~PitiHon  by  Judgmtnt  Cniit»r—lMt 
Disputed  ~  Action  P/nding  — Application  to  SuhslituU 
Petitiontr — Companies  Winding-up  Rules,  1903,  r.  36. 

This  was  a  petition  asking  for  a  compulsory  winding-up 
order.  The  petitioner  claimed  to  be  a  judgment  creditor 
of  the  company  for  ^67  13s.  On  the  24th  of  August  1906  he 
served  the  company  with  a  writ  claiming  to  recover  the 
said  sum,  being  an  alleged  balance  due  by  the  company 
to  him  in  respect  of  the  purchase  and  sale  of  certain  stocks 
and  shares  by  the  company  as  stock  and  share  dealers.  Sub- 
sequently an  appearance  was  entered  to  the  said  writ.  On 
the  14th  of  September  an  application  under  order  14  was 
lieard,  and  the  Master  made  an  order  giving  the  cranpany 
leave  to  defend  the  said  action  provided  they  paid  the 
amount  of  the  claim  into  Court  within  ten  days,  otherwise 
the  plaintiff  would  be  at  liberty  to  sign  final  judgment. 
On  the  20th  of  September  the  company  appealed  to  the 
Vacation  Judge,  but  he  dismissed  the  appeal;  subse- 
quently, on  the  26th  of  S^tembM',  they  served  notice  of 
ippeal  to  the  Court  of  Appeal.  On  the  28th  of  Septonber 
the  plaintiff  signed  final  judgment.  On  the  5th  of  October 
—pending  tile  hearing  of  the  appeal — this  petition  was  pre- 
■wnted,  and  it  was  founded  solely  on  the  said  judgment 
debt.  On  the  loth  of  November  the  Court  of  Appeal  made 
an  order  "  that  the  defendants  have  unconditional  leave 
'to  defend,  and  that  the  judgment  (if  any)  entered 
'dierein  under  the  order  of  the  Master  be  set  aside." 
The  action  was  now  set  down  for  hearing  at  the 
City  of  London  Court  on  the  loth  of  January  1907. 
The  petitioner  asked  that  under  the  circumstances 
an  ai^lication  for  the  substitution  of  anofh^  jodg- 
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ment  creditor  in  place  of  himself  be  acceded  to ; 
if  not,  that  the  petition  might  stand  over  nntil  the 
hearing  of  the  action.  The  company  said  it  was  not  a  case 
for  substitution  under  rule  36  of  the  Companies  Winding- 
up  Rules  of  1903,  the  basis  of  which  was  that  the  petition 
must  be  founded  on  a  valid  debt.  In  this  case  t3u  debt 
was  gone  by  the  order  of  the  Court  of  Appeal,  and  there 
was  therefore  no  foundation  for  the  petition.  Tliey  asked 
that  the  petition  be  dismissed. 

JFUDGMEHT. 

Warrington,  J.,  said  this  was  a  petition  presented  by  a 
person  allegii^  that  he  was  a  judgment  creditor  of  the  com- 
pany, and  that  he  had  obtained  judgmMit  against  the  com- 
pany on  the  2Sth  of  September  1906  for  ^d'j  13s.  His  Lord- 
ship then  stated  die  facts,  and  said  that  the  effect  of  the 
order  of  the  Court  of  Appeal  was  to  destroy  tiie  foundation 
of  the  petition  by  setting  aside  the  judgment  on  which  it 
was  based.  It  might  well  be  that  the  pet^oner  had  good 
grounds  for  his  claim,  which  he  could  raise  by  his  action, 
but  tbe  company  had  obtained  unconditional  leave  to 
defend,  and  they  said  in  their  defence  that  the  transactions 
between  the  plaintifi  and  themselves  had  been  for  differ- 
ences in  the  purchase  and  sale  tA  stocks  and  shares,  and 
that  such  transactions  were  gaming  and  wagering  transac- 
tions, and  ther^ore  void  by  virtue  of  the  Gaming  Acts. 
TUs  was,  therefore,  a  petition  based  on  a  debt  which  was 
disputed,  and  founded  on  a  judgment  which  the  Court  of 
Appeal  had  set  aside^  The  petitioner  asked  for  an 
adjournment,  and  another  creditor  applied  to  be  substi- 
tuted as  pediioaer  under  rule  36  of  the  Companies 
Winding-V9  Roles  ol  1903,  on  the  ground  that  he  bad  a 
good  jodgment  debt.  His  Z^ordship  was  of  opinion-  that 
the  rule  did  not  apply  to  a  case  like  the  present  one.  It 
only  applied  to  a  petition  founded  on  a  valid  subsisting 
debt  and  to  a  case  in  which  the  petitioner,  for  some  good 
reason,  was  not  able  to  proceed  with  his  petition.  The 
petitioner  iA  the  present  case  did  not  consent  to  withdraw 
his  petition  or  to  have  it  dismissed,  he  merely  asked  for 


an  adjournment.  He  was,  therefore,  liable  to  have  it  dis- 
missed. His  Lordship  accordingly  dismissed  the  petition 
and  refused  tlie  i^jplication  to  substitute  anothw  petitioner. 

(51  S.J.  loi.) 


CHANCERY  DIVISION. 
November  9. 
(Before  Kekewich,  J.) 
In  re  Emmett ;  Jenkins  v.  Emmett. 
StatnUof  Limttattons—Dtbt—AckMoatedgmeitt—AfiMvit  for 

PrahaU—Lord  TmUriaCt  Act  (9  Gto.  IV.  c.  14),  J.  i. 
This  was  a  claim  in  an  administration  action  for  a  sum  of 
/2,ooo  which  had  been  lent  by  a  father  to  his  son,  J.  G.  E., 
between  the  years  i88g  and  1896.  No  paymrat  in  respect  of 
capital  or  interest  had  been  paid  since  1898, 10  that  the  claim 
viasprimd  facie  statute  barred.  The  father  died  in  BSay  1905, 
and  appointed  his  son  one  of  the  executors  of  his  will.  The 
son  proved  the  will  together  with  the  otha'execntor8,and  in 
the  affidavit  for  probate  in  the  achadnie  of  debts  owing  to  his 
father  appeared  the  following  item  :  "Money  lent  to  J.  G.  E. 
£2,000  and  interest  thereon  up  to  day  of  death  £^12  los." 
The  sou  died  in  October  190^,  and  this  claim  was  made  in  the 
administration  of  the  son's  estate  by  the  father's  aueuton, 
who  contended  that  theitnnin  the  affidavit  dgned  by  the  son 
was  an  acknowledgment  in  writing  within  Lord  Tenterden's 
Act.  On  the  other  hand,  it  was  argued  that  the  affidavit  was 
only  made  for  Inland  Revenue  purposes  and  did  not  amount 
to  a  promise  to  pay  the  debt. 

JODGHKHT. 

Kekewich,  J.,  held  that  the  item  in  the  affidavit  was  a 
clear  admission  of  the  debt,  and  therefore  a  sufficient  acknow- 
ledgment to  take  the  debt  out  of  the  Statute  of  Liniitatic»s, 
and  that  the  claim  must  be  allowed. 

(LJ-  753). 
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Administrations, 

HOUSE  OF  LORDS. 

(Before  Lord  Lorbburn,  L.C.,  Lords  MACNAUGHtEif, 
Jmses  of  Hbrbtord,  Robbrtson,  and  Atkinson). 
Lethbridge  v.  The  Attorney-Oeneral. 
RntHUi—Esiait  Duty— Policy  of  lAf$  Assurojut  iMitrest 
purekasid  or  pmiM  by  iiuasei '  '—Faumet  A  et,  1894  (37 
£•  58  Via.  e.  30),  s.  2,  tubut.  I  (rf). 
Certun  life  policies  were  settled  as  collateral  security  for 
the  mortgage  of  a  life  interest  in  real  estate.    By  an  inden- 
ture executed  some  years  before  his  death,  the  tenant-for-Iife 
for  valuable  connderation  assigned  his  life  interest  to  the 
Temaindemian  so  as  to  effect  a  merger.    Thereafter  the 
remainderman,  the  son,  kept  the  policies  alive  until  the 
father's  death,  and  the  son  paid  off  the  mortgE^  on  the 
father's  life  estate,  and  raised  a  surrender  of  the  policies. 

JCDGMBHT. 

Their  Lordships,  after  consideration,  reversed  the  decision 
of  ttie  Court  of  Appeal  (Collins,  M.R.,  Mathew,  L.J.,  and 
Cozens  Hardy,  LJ.),  74  L.J.  Rep.  K.B.  710  ;  L.R.  (1905)  2 
K.B.  323,  and  restored  that  of  Philltmore,  J.,  being  of 
opinion  that  the  son  had  purchased  the  policies  for  full 
consideration,  and  that  they  were  not  an  "interest  pur- 
chased or  provided  by  deceased"  on  which  estate  duty 
would  have  been  payable  under  section  3,  sub-section  i  (d), 
of  the  Finance  Act,  1894. 

(L.J.783.) 


COURT  OF  APPEAL. 
OcL  29,  30,  31,  and  Nov.  20. 
(Before  Williahs,  Moulton,  and  Buckley,  L.JJ.) 
/«  n  Bodea ;  Bodeo  v.  Boden. 

WiU~-AnnuHy  payable  out  of  Income— AlUrnativt  Annuity 
Not  Expnsstd  to  bg  so  PayabU— Charge  on  Corpus  or 
ConUmnng  Chargs  on  Inami, 

By  his  will  made  in  December  1904  W.  Boden  devised  his 
mansion-house  and  the  estate  enjoyed  therewith  to  his  wife 
for  her  life,  and  after  certain  specific  and  pecuniary  beijuests 
he  gave  all  his  residuary  real  and  personal  estate  to  trustees 
upon  trust  for  sale  and  converrion  and  to  hold  the  net  pro- 
ceeds of  sale  upon  trust  in  the  first  place  to  pay  the  interest 
on  any  mortgage  that  might  be  subsisting  on  the  estate  given 
to  his  wife  for  life,  "  and  in  the  next  place  in  case  I  shall 
'*  leave  any  child  living  at  my  decease  then  upon  trust  to  pay 
**  to  my  said  wife  during  her  lifis  and  so  long  as  any  child  of 
"  mine  shall  be  living  such  a  sum  out  of  the  income  of  my 
"  residuary  trust  funds  as  with  the  income  which  my  said 
*'  wife  shall  fivm  time  to  time  receive  under  or  by  virtue  of 
**  the  settlements  made  on  our  marriage  shall  main  up  the 
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"  total  annual  sum  of  £S,ouo.  But  in  case  I  shall  leave  no 
"  child  surviving  me  or  leaving  such  every  such  child  shall 
"  die  in  the  lifetime  of  my  said  wife  then  upon  trust  to  pay 
"  to  her  during  her  life  such  further  sum  as  with  the  income 
'  to  be  derived  from  the  said  settlements  shall  make  up  the, 
"  total  annual  sum  of  /io,ooo.  And  I  direct  that  the  said 
"  annual  sums  of  £8,000  or  /io,ooo  aa  the  case  may  be 
"  shall  be  deemed  to  commence  and  be  payable  as  from  the 
"  date  •f  my  decease  and  subject  to  the  trusts  aforesaid  in 
''trust  to  pay  and  divide  my  residuary  trust  funds  "  among 
his  children,  and  in  default  of  children,  and  subject  to  the 
trusts  aforesaid  he  gave  his  residuary  trust  funds  to  his 
nephew.  The  testator  died  in  September  1905,  without 
having  had  any  issue.  His  widow  was  still  living.  The 
income  of  the  residuary  estate  being  insufficient  to  pay  the 
annual  sum  required  to  make  up,  together  with  the  income 
received  by  the  widow  under  the  settlnnents,  £io,wo  a 
year,  this  originating  summons  was  taken  out  by  the 
trustees  of  the  will  for  the  determination  of  the  question 
whetbM  the  annual  sum  so  required  was  a  charge  on  the 
corpus  of  the  residuary  estate  or  a  continuing  charge  on  the 
income  of  that  estate.  Joyce,  J.,  held  d>at  it  was  a  charge 
on  the  corpus. 
The  testator's  nephew  appealed. 

JUDGMENT. 

Their  Lordships  (Moulton,  L.J.,  dissenting),  in  reversing 
the  decision  of  Joyce,  J.,  decided  that  there  were  not  two 
independent  alternative  gifts,  but  one  provision  for  the 
widow  in  the  shape  of  an  annuity  varying  in  amount 
according  as  one  of  two  antithetical  events  should  occur ; 
that  the  words  "out  of  the  income  of  my  residuary  trust 
funds  "  governed  both  the  connected  clauses  of  the  entire 
trust ;  that  the  words  "  subject  to  the  trusts  aforesaid  " 
meant  subject  to  the  payment  out  of  income  of  such  sum  as 
would  make  up  10,000  a  year,  and  that  consequently  such 
annual  sum  was  not  a  cliarge  on  the  corpus  nor  a  con- 
tinuing charge  on  the  income  after  the  death  of  the  widow. 

Appeal  allowed. 

(LJ.  785.) 

CHANCERY  DIVISION. 

December  5  and  6. 

(Before  Neville,  J.) 

Re  Piercy  (DeceaMd) ;  Wbltwiiain  v.  Plercy. 

Ttnant-for-Life  and  Remainderman—  Company —  Companies 
Act,  1880,  sees.  3,  4,  5— Repayment  of  Capital  fry  Company 
tut  of  Profits— Capital  or  Income. 

Adjourned  summons.  This  case  raised  aquestion  between 
the  tenants-for-life  and  remaindermen  interested  under  the 
will  of  Benjamin  Piercy  as  to  who  wu  eo^^lMLto^MuJfrlhe 
sum  of  ^310  4s.  2d.,  which  haif l^^a^tShe 
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trostees  as  a  return  of  part  of  the  capital  of  certain  fally- 
paid  aharea  in  the  Shone  Drainage,  Sewerage,  and  Water 
Suf^ly  Co.  {Limited  and  Reduced).  It  also  involved  aques- 
tioD  as  to  the  construction  of  sections  3,  4,  and  5  of  the 
Companies  Act,  1880.  Part  of  the  outstanding  personal 
estate  of  the  testator  Benjamin  Piercy  consisted  of  fifty 
shares  of  j^io  each  fully  paid  up  in  the  above-mentioned  com- 
pany. It  was  found  impossible  to  sell  the  shares,  and 
accordingly  an  order  was  granted  by  the  Court  in  i8ga  giving 
the  trustees  leave  to  retain  them.  No  dividends  bad  ever  been 
paid  on  the  shares,  but  all  the  profits  of  the  company  were 
applied  to  the  reduction  of  capital,  in  view  of  the  fact  that 
certain  patents  belonging  to  the  company  and  forming  their 
chief  assets  were  gradually  running  out.  The  present  sum- 
mons asked  {iHttr  alia)  that  the  trustees  of  the  testator's 
estate  might  be  at  liberty  to  appropriate  to  income  the  sums 
received  year  by  year  from  the  said  company  in  repayment 
of  the  said  shares. 

JTOOMEKT. 

Neville,  J.,  after  referring  to  the  above  facts,  continued : 
With  regard  to  the  earlier  of  these  payments  made  by  the 
company  they  were  made  without  the  [jassing  of  any  special 
resolution.  The  payment  was  accompanied  by  memoranda, 
one  of  which  he  had  before  him.  It  was  dated  the  29th  of 
February  1904,  and  was  addressed  to  one  of  the  shareholders 
and  signed  by  the  secretary  of  the  company,  and  ran  : 
"Dear  Sir, — I  enclose  cheque,  value  'so-and-so,'  being  in 
**  payment  of  fifteen  shillings  and  threepence  per  share  on 
' '  account  and  in  redaction  of  share  capital  held  by  you  in  this 
"  company  in  accordance  with  the  resolution  passed  at  the 
"  annnal  meeting  of  the  company  and  held  on  the  25tb  inst. , ' 
&c.  On  the  6th  of  September  1905  a  special  resolution  was 
passed  in  accordance  with  the  provisions  of  the  Companies 
Act,  1880,  8.  3.  On  the  6rst  part  of  that  resolution,  pro- 
viding for  the  return  of  7s.  fid.  per  share  out  of  the  accumu- 
lated and  undivided  profits,  no  question  arose.  The  second 
part  of  the  resolution  was  as  follows:  "That  like  returns 
**  heretofore  made  to  each  holder  of  '  A '  or '  preferred  '  shares 
"in  the  company,  amounting  altogether  to  ;^3  145.  id.  per 
**  share,  be  and  the  same  are  hereby  confirmed."  And  the 
third  part  ran  :  "  That  the  directors  be  and  they  are  hereby 
"  authorised  at  any  time,  and  trom  time  to  time  hereafter,  out 
"  of  accumulated  undivided  profits  of  the  company  to  return 
"  to  each  bolder  of '  A '  or '  preferred '  shares  in  the  company 
"  such  sum  or  snms  as  the  directors  may  thicik  fit  in  further 
'*  reduction  of  the  paid-up  capital  of  the  company,  andto  the 
"intent  that  the  unpaid  capital  of  the  company  may  be 
"  increased  by  a  like  amount."  With  r^ard  to  parts  2  and  3 
of  the  resolution,  tbeir  validity  had  to  be  det«mined,  inas- 
much as  they  attempted  to  confirm  returns  made  in  the  past 
and  to  authorise  returns  to  be  made  in  the  future.  It  all 
depended  on  the  construction  of  sections  3,  4,  and  5  of  the 
Companies  Act,  1880.  That  section  3  was  not  intended  to 


enable  a  special  resolution  to  be  passed  with  prospective 
c^ieration  was  shown  by  the  initial  words  of  the  section : 
"When  any  company  has  accumulated."  and  was  emidia- 
sised  by  the  provision  in  section  5  giving  any  sbarebolder  a 
right  to  require  the  company  to  "  retain  "  within  one  month 
after  the  passing  of  the  special  resolution.  That  a  retro- 
spective effect  was  not  intended  was  indicated  by  the  refer- 
ence to  an  "accumulated  sum  of  nndivided  profits,"  and 
also  by  the  fact  that  the  shareholders  who  passed  the  resolu- 
tion would  not  necessarily  be  the  same  as  those  to  whom 
the  return  had  been  made.  In  his  opinion,  therefore,  parts 
2  and  3  of  the  special  resolution  were  invalid.  Then  the 
question  arose  as  to  whether  the  tenants-for-life  of  the  estate 
were  entitled  to  receive  the  amounts  returned  with  which 
those  two  parts  of  the  resolution  purported  to  deal.  He 
thought  they  were;  the  true  rule  to  be  inferred  from  the 
cases  as  between  tenant-for-life  and  remainderman  seemed 
to  be  that  the  tenant-for-life  waa  entitled  to  all  payments 
out  of  profits  made  by  a  company,  unless  such  profits  bad 
been  validly  capitalised  by  the  company  :  Bowch  v.  Sprotdt 
{36  W.R.  193:  12  A.C.  385)  and  Rt  Hof  kins'  Trusts  (22  W.R. 
687 ;  18  Eq.  696),  It  being  also  dear  that  the  testator's 
will  gave  the  tenants-fer-life  the  iDCome  of  the  testator's 
investments  retained  by  the  trustees,  he  would  make  the 
declaration  asked  for  by  the  summons  and  order  the 
sum  therein  mentioned  to  be  treated  as  income  of  the  estate. 
(51  S.J.  113.) 


Miscellaneous. 

CHANCERY  DIVISION. 
December  7. 
(Before  Neviixb,  J.) 

Henry  Leetfaam  &  5on»,  Llm.  v.  JotaostiMie- 

Whlte. 

Rtstraint  of  Trade— Employmtnt  fry  Compa»its  Assoeiatti 
tinder  a  Working  Agrtment — Agreement  by  Employe — 
Validity— Reasonable  Prottttion  0/  Associated  Companies' 
Businesses. 

The  plaintifls  were  a  number  of  companies  carrying  on  the 
trade  of  corn  and  wheat  millers.  Each  of  the  companies  had 
their  own  staff  of  servants  and  travellers,  but  each  of  them 
was  for  practical  purposes  under  the  control  of  the  directors 
of  Henry  Leetfaam  &  Sons,  Lim.,  the  principal  company. 
These  directors  were  in  a  majority  on  every  board  of 
directors,  and  had  the  controlling  interest  in  shares  as  well 
as  representation  on  the  boards  of  all  the  subsidiary 
companies. 

On  September  18th  1905  the  defendant,  who  bad  then 
been  for  some  time  in  the  employ  of  one  of  the  companiesas 
a  commercial  traveller,  entered  into  an  agf^^ent  with 
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Sydney  Leetham,  acting  on  behalf  of  the  principal  and  the 
rabsidiazy  companies.  Under  this  agreement  the  defendant 
agreed  to  serve  any  or  either  of  the  companies  as  Sydney 
Leetham  (therein  called  '*  the  Master  ")  should  from  time  to 
time  direct  in  coosideratioa  for  the  salary  therein  men- 
tioned.  The  employment  was  determinable  at  a  month's 
notice,  and  by  Clause  4  the  defendant  agreed  with  the  Master 
that  he  woald  not  within  the  area  of  the  United  Kingdom 
enter  the  service  of  any  other  wheat  or  corn  millers  or  grain 
or  flour  factor  or  flour-milling  engineer,  or  engage  either 
directly  or  indirectly  in  selling  or  dealing  with  flour  offals  or 
any  other  articles  or  goods  dealt  in  or  manufactured  by  the 
principal  and  subsidiary  companies  within  five  years  from 
the  expiration  of  his  engagement  with  either  the  principal 
or  any  or  either  of  the  subsidiary  companies  without  the 
consent  in  writing  of  the  principal  company. 

The  defendant  had  acted  as  traveller  for  the  principal 
company  in  the  Portsmouth  district  from  March  to  August 
1905,  and  was  then  transferred  to  the  service  of  the  Cleve- 
land Flojr  Mills,  Lim.,  one  of  the  subsidiary  companies. 
On  November  30  igoj  he  was  given  a  month's  notice  to 
leave  their  service,  owing,  as  was  allied  by  the  plaintiA,  to 
his  conduct  and  inattention  to  business. 

Early  in  September  1906  it  came  to  tiie  knowledge  of  the 
plaintiffs  that  the  defendant  had  entered  the  employ  of 
William  Marshall  &  Sons,  Grimsby,  Lim.,  of  the  Victoria 
uid  Haven  Roller  Flour  Mills,  Grimsby,  and  after  some 
correspondence  between  the  parties  the  present  proceedings 
were  commenced. 

By  this  motion  the  plaintiffs  asked  for  an  injunction  in  the 
terms  ci  Clause  4  of  the  agreement  of  September  18  1905. 
It  was  arranged  that  the  hearing  on  the  motion  should  be 
treated  as  a  trial  of  the  action. 

C.  £.  E.  Jenkins,  K.C.,  and  F.  M.  Preston,  for  the 
defendant,  submitted  that  the  agreement  was  bad  in  law 
because  it  was  entered  into  to  protect  businesses  other  than 
the  actual  business  of  the  defendant's  employer.  The  ques- 
tion of  reasonableness  always  depended  on  whether  the 
agreement  was  leastmable  for  the  protection  of  the 
employer's  budness,  and  if  so  r^arded  here  the  ■greement 
in  Clause  4  was  clearly  too  wide. 

JUDGMENT. 

Neville,  J . ,  said  that  there  was  nothing  in  the  terms  imposed 
by  the  agreement  contrary  to  the  law  of  the  country.  The 
agreement  in  Clause  4  was  for  the  benefit  of  all  the  asso- 
ciated companies,  and  having  regard  only  to  the  interests  of 
the  employers,  it  was  not  an  unreasonable  agreement  in  the 
sense  that  it  was  wider  than  was  necessary  for  the  protection 
of  their  trade.  In  the  present  condition  of  the  law  he  had 
UQ  choice  but  to  grant  an  injunction. 

(L.J.  805.) 


Receiverships, 

KING'S  BENCH  DIVISION. 
December  5. 
(Before  Channbll,  J.) 
Forster  v.  Nixon's  Navigation  Company,  Lin. 

RtcHwr — Dtbenturt-koldtrs  —  Staiver  appQinkd  by  Caurt  — 
UtuxeeMt$i  Cmtraet— Liability  oh. 

This  was  an  action  brought  by  the  plaintiff  to  recover 
the  sum  of  £^$y  tos.  3d.,  the  price  of  pit  props  sold  and 
delivered  by  the  plaintiff  to  the  defendants  in  the  following 
circumstances. 

The  plaintiff,  who  was  a  Chartered  Accountant  and  member 
of  the  firm  of  W.  B.  Peat  &  Co.,  was  on  November  4  1903 
appointed  by  the  Court  receiver  and  manager  of  Bell, 
Harrison  &-Co.,  lAm.,  on  behalf  of  the  debenture-holders. 
Bell,  Harrison  ft  Co.,  who  were  colliery  timber  merdumts, 
carrying  on  business  in  South  Wales,  in  June  1904  entered 
into  a  contract  with  the  defendants  to  supply  them  with 
certain  quantities  of  pit  props  to  be  delivered  during  the 
twelve  months  ended  June  30  1903.  Bell,  Harrison  ft  Co., 
Lim.,  became  in  arrear  with  their  ddivsries,  and  thedefend- 
ants  allied  that  a  verbal  arrangement  was  entered  into  in  June 
1905>  whereby  it  was  agreed  that  the  quantities  still  to  be 
delivered  should  be  delivered  during  the  twelve  months 
ended  June  30  1906.  Notice  of  the  appointment  of  the 
plaintiff  as  receiver  and  manager  was  given  to  the  defendants 
on  November  7  1905,  and  again  on  November  13.  Bell, 
Harrison  ft  Co.,  on  November  7  1905,  wrote  to  the  defend- 
ants : — ' '  The  company,  whose  only  other  obligations  are  the 
"  suj^ly  of  colliepy  timber  under  existing  contracts,  .these 
"  contracts  we  fully  anticipate  will  be  duly  carried  out." 
The  plaintiff  took  time  to  consider  his  position,  to  write  up 
the  stock  book,  and  also  to  ascertain  the  exact  amount  of  the 
stock  in  the  possession  of  the  rulway  companies  who  stored 
the  timbn  for  Bell,  Harrison  ft  Co.  In  the  meantime  he 
delivered  considerable  quantities  of  timber  to  the  defendants 
at  the  existing  contract  prices,  which  were  considerably 
lower  than  the  current  market  prices  at  the  times  of 
delivery.  On  November  29  the  defendants  wrote  to  Bell, 
Harrison  ft  Co.,  "  That  the  balance  of  contract  remaining 
undelivered  is  as  under,"  and  the  plaintiff  replied  that 
he  had  a  considerable  quantity  of  props  which  he  was 
delivering  to  the  defendants.  On  December  i  the 
defendants  wrote  to  the  plaintiff  asking  him  to 
"  take  immediate  steps  to  provide  us  with  a  large  quantity 
on  account  of  the  balance  of  our  contract,"  and  that  they 
were  '*  anxious  to  get  this  contract  completed  at  the  earliest 
date  possible."  The  plaintiff  replied  on  December  4  that 
he  was  pushing  on  with  deliveries.  On  December  15  the 
plaintiff  gave  notice  to  the  defendants  that  he  as  receiver 
could  not  undertake  to  carry  out  their  contract  with  Bell, 
Harrison  ft  Co,   The  claim  m  this  action  was  ft^he  price' 
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of  the  timber  so  delivered  by  the  plaiottff  as  goods  sold  and 
delivered.  The  defendants  by  their  defence  allied  that  the 
plaintiff  adopted  their  contract  with  Bell,  Harrison  &  Co. 
for  the  supply  of  timber,  and  made  the  deliveries  the  subject 
of  the  action  under  it,  and  alternatively  that  the  deliveries 
made  by  the  plaintiff  were  made  in  pursuance  of  the  con- 
tract between  Bell,  Harrison  &  Co.  and  the  defendants,  and 
that  the  pluntiff  bad  no  right  of  action  against  the  defen- 
dants except  under  that  contract,  and  that  it  was  subject  to 
the.  defendants'  right  of  set-off  and  connteT'Claim.  The 
defendants  claimed  that  they  were  entitled  to  set-off  and 
counter-claim  against  the  plaintiff  £1,017  ^7^-  3^-  ^s  the 
difference  between  the  contract  price  and  the  market  price 
of  the  quantities  of  timber  not  delivered  under  their  con- 
tract with  Bell,  Harrison  &  Co.  In  the  course  of  the  case 
it  was  admitted  that  the  price  of  timber  had  risen  so  as  to 
make  the  damages  for  non-delivery  under  the  contract 
exceed  the  amount  of  the  plaintiff's  clum. 

Mr.  T.  E.  Scrutton,  K.C.,  and  Mr.  F.  D.  Mackinnon 
speared  for  the  plaintiff,  and  contended  that  the  plaintiff 
was  only  liable  for  his  own  acts  and  that  there  was  no 
evidence  that  the  contract  had  been  adopted  by  him ;  that 
the  deliveries  most  be  taken  to  have  been  under  a  fresh  con- 
tract, and  that  be  did  not  make  them  as  agent  on  behalf  of 
a  company  who  oiutd  not  control  him  in  any  way. 

Mr.  J.  E.  Bankes,  K.C.,  and  Mr.  D.  C.  Leek  appeared  for 
the  defendants,  and  argued  that  the  plaintiff  either  adopted 
the  contract  and  made  it  bis  own  so  as  to  become  personally 
liable  under  it,  or  that  be  allowed  Bell,  Harrison  &  Co.  to 
make  deliveries  under  the  contract,  and  that  consequently 
the  defsikdantB  would  be  entitled  to  set-off,  a  sufficient  sum 
as  damages  for  breach  of  the  contract  against  the  price  of 
the  timber  just  as  if  Bell,  Harrison  &  Co.  wreiu  the  actual 
plaintiffs. 

JUDGUEHT. 

Mr.  Justice  Channell  said  that  he  had  no  doubt  as  to  what 
the  judgment  ought  to  be,  but  he  was  not  so  sure  as  to  the 
proper  reasons  to  be  given  for  it.  In  tbe  present  case  a 
receiver  and  manager  of  the  business  of  Bell.  Harrison  & 
Co.,  Lim.,  was  appointed  by  the  order  of  tbe  Court,  so  that 
the  appointment  was  adverse  to  the  company.  It  also  might 
b*  said  to  arise  out  of  the  assignment  by  tbe  directors  of 
the  assets  of  the  company  to  the  debenture-holders  as 
security  for  their  money,  under  what  was  known  as  a 
floating  security,  but  the  company  had  authority  to  deal 
with  the  assets  in  the  ordmary  way  of  trading.  The  present 
plaintiff  was  appointed  receiver  and  manager,  and  he 
thought  it  was  perfectly  clear  since  tbe  case  of  Burt, 
BouKon  6-  Hayu^rd  v.  Bull  (1895,  i  Q.B.  276),  that  a  person 
who  bad  got  into  that  position  was,  in  respect  of  contracts 
he  thereafter  entered  into  for  the  purpose  of  carrying  on 
the  buuness,  to  be  regarded  as  a  principalA  and  to  be 
«>Bnonally  liable.    But  he  (tbe  Judge)  did  «bt  know  of  I 


any  case,  nor  bad  be  been  referred  to  any,  which  was  an 
authority  as  to  what  the  receiver's  pontion  was  in  respect  of 
contracts  entered  into  before  he  became  receiver  and 
manager,  which  was  the  present  case.  There  was  a  contract 
by  Bell,  Harrison  &  Co.,  Lim.,  to  deliver  to  tbe  defisndants 
a  large  quantity  of  colliery  timber  during  tbe  twelve 
months  ending  June  30  1905,  and  Bell,  Harrisou  &  Co. 
fell  into  arrears  with  their  deliveries.   He  was  sad^ed  that 
an  arrangement  had  been  made  in  June  1905  for  an  exten- 
sion of  time  for  delivery,  and  that  tbe  quantities  still 
undelivered  should  be  delivered  during  the  twelve  months 
up  to  June  30  1906.    If  the  plaintiff  had  been  the  trustee  of 
an  undischarged  bankrupt  instead  of  receiver  and  manager 
of  a  company,  he  would,  under  section  55,  subsection  4,  of 
the  Bankruptcy  Act,  1883,  after  notice  to  him,  have  had 
to  elect  to  disclaim  tbe  contract  or  be  held  to  have 
accepted  it,  but  there  was  no  such  provision  in  the  case  of 
a  company.   It  was  suggested  that  if  he  delivered  any 
timber  under  the  contract  he  thereby  undertotik  to  be 
personally  responsible  for  the  whde  omtract.   The  learned 
Judge  saw  no  authority  for  that  proposition,  and  if  it 
had  to  be  drawn  as  an  inference  of  fact,  be  should  decline 
to  draw  it.     What   the  plaintiff  did  was   to  deliver 
limber  and  also  to  purport  to  deliver  it  in  pursuance  of 
the  existing  contract  to  the  extent  of  ^^350  or  there- 
abouts.  On  the  one  hand  it  was  contended  that  be  was 
entitled  to  recover  as  for  goods  sold  and  delivered  by 
him,  that  was  on  a  new  promise  to  pay  for  goods 
delivered  by  him  which  was  independent  of  the  cimtract 
that  previously  existed,  but  that  was  not  what  tlie  parties 
intended,  because  it  was  agreed  that  the  timber  was 
delivered  at  the  contract  price  which  was  at  the  time  of 
delivery  considerably  under  the  current  market  price.- 
It  seemed  to  him  that  what  the  plaintiff  did  was  to  carry 
out  the  obligations  of  Bell,  Harrison  &  Co.,  but  if  be 
did  that  he  must  do  it  either  as  agent  for  Bell,  Harrison  & 
Co.,  or  as  assignee  of  their  rights.    If  the  plaintiff  came 
in  as  assignee  it  was  well  settled  that  he  could  only 
recover  subject  to  tbe  rights  of  the  other  party  to  set-off 
any  claim  they  might  have  against  his  assignor  aiinng  out 
of  the  same  matter.  That  was  anless  thne  was  a  special 
contract,  which  there  was  not  in  the  present  case.  The 
learned  Judge  did  not  think  the  plaintiff  made  himself 
personally,  liable  on  tbe  contract,  but  he  also  thought  be 
could  not  recover  on  his  claim  except  subject  to  the 
rights  of  the  defendants  to  set-off  their  claim  arising  out 
of  tbe  contract  against  his,  because  be  could  only  recover 
as  assignee.    He  was  not  sure  that  the  plaintiff  couM 
recover  at  all,  inasmuch  as  he  only  came  in  to  parforn 
the  contract  of  another,  but  even  if  he  was  entitled  to 
sue,  it  was  only  subject  to  the  equities  of  the  defendants, 
and  as  it  was  admitted  that  the  defendants'  8et-4^  far 
exceeded  the  amount  of  tbe  plaintiff's  claim,  there  must 
be  judgment  for  the  defendants  with  costs  on  the  claim, 
but  the  plaintiff  was  to  have  judgment  upon  and  ooats  of 
the  defendants'  counter-claim  as  apart  from  set-off. 
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